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LIMITATION ON ADMINISTRATIVE EXPENSES 


Program and financing 





} 1959 actual | 1960 estimate | 1961 estimate 


Program by activities: | 
Administration: 













Loan and guarantee program __.-...-- ses cada tares Bed $2, 036, 940 $2, 337, 800 $2, 480, 200 
RD INI oo caste teei inns aia tv amnaoeonciaarerene 2, 500 2, 500 2, 500 
Private enterprise loans from foreign currencies. -.---- 111, 798 159, 700 192, 300 
Total accrued administrative expenses_-_...... die 2, 151, 238 2, 500, 000 2, 675, 000 
Financing: 

Unobligated balance no longer available. .........-.--.-.- ee oss eischatainmalguat 
Peau ce naneacnuiseanens sacuatcm ene Seeitess je 2, 207, 000 2, 675, 000 

: ai 






Object classification 


| | 
| 1959 actual | 1960 estimate | 1961 estimate 
| 





| | 
Total number of permanent positions_.....-..-...-- ap aa | 227 250 | 25% 
Full-time equivalent of all other positions.............-.-.-- erakioes g | 2} % 
Average number of all employees. .-.............-.-...---.-. .| 214 232 250 
Number of employees at end of year. .--..-.....-.-.-.-.---..-] 218 246 252 
a _ 
DOE OS SSE ERG GG GRAIG oo a cscs cn cntrencanspnccsaheonsse 8.9 $7,645 | 8.9 $7,620 | 8.9 7, 596 
| o— ———S—S= ———————— 
01 Personal services: | 
nS OOO ee een eens | $1,672,207! $1,812, 585 | $1, 957, 754 
Positions other than permanent...........--.-....---- | 2, 350 13, 600 | 15, 086 
Other personal services . ....--cccenessscecscue oibesie a 34, 586 42,450 | 35, 100 
Total personal services......-.-- pipe sited 5 1 1,709,143 | 1, 868, 635 | 2, 007, 940 
OO I ee ee a gnneupuneele 63, 518 120, 000 | 143, 000 
03 Transportation of things............-...---- dicatiwe chalets 206 3, 000 2, 000 
ee een ntstiiminisn Sot rbuteabielain 27, 184 | 29, 025 32, 700 
05 Rents and utility services.......-- pai demas ckrins anemia 145, 454 | 160, 125 | 176, 580 
OG Primtin’ Od POOTOUUCTION. 255 concen dic c nice cnn cne ens 24, 469 35, 750 26, 350 
O7 OtIOP COMEFOCEIIR BOP WIOOS | cc cccecncccccncsecccccecsseces 28, 830 | 38, 315 55, 980 
Services performed by other agencies._...........--- 22, 250 105, 000 75, 000 
08 Supplies and materials.......-.----.. eens eed ara a 21, 918 20, 700 27, 000 
11 Grants, subsidies, and contributions. ...-- sas cuibdiesoos hae meres 107, 998 118, 150 128, 050 
Rb "ee I a occ cccnanacctnncosccsseduesanet 268 | 400 400 
Total accrued administrative expenses. .....-...-.--.-.- 2, 151, 238 | 2, 500, 000 | 2, 675, 000 
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Export-Import BANK oF WASHINGTON FuND 


Program and financing 


| 
|} 1959 actual 1960 estimate | 1961 estimate 

















oo 
Program by activities: 
1. Loan and guarantee program: | 
Direct loan commitments: | 

Development project loans_.............- $515, 337, 967 | $477, 000, 000 | $625, 000, 000 

Exporter loans A 18, 884, 321 | 17, 000, 000 | 20, 000, 000 

Commodity loans--- pumareeineaiticel 66, 353, 021 | 36, 000, 000 | 65, 000, 000 

Emergency foreign trade loans as seidacash 289, 750, 000 | 540, 000, 000 373, 000, 000 

Total loan commitments_............-- 890, 325, 309 1, 070, 000, 000 | 1, 083, 000. 000 

Reservations at beginning of year. .........-- 140, 584, 125 367, 552, 018 233, 000, 000 

Reservations at close of year (—).-...-.......| 367,552,018 | —233, 000,000 — 291, 000, 000 

Total loan and guarantee program__-....--.- 663, 357, 416 l, 204, 552,018 | 1, 025, 000, 000 

|. es tli Tahal ns tees ends dlp aplasia 29, 102, 008 30, 000, 000 30, 000, 000 

3. Administration: 

Expenses subject to limitation. ..........-.-.- 2, 151, 238 | 2, 500, 000 | 2, 675, 000 

Other expenses___-.-- Saeed 110,085 | 135, 500 138, 000 

Purchase of equipment ~capit: eas | 5, 105 50, 000 50, 000 

Total administration _..................... 2, 306, 428 2, 685, 500 2, 863, 000 

4. Interest on borrowings from Treasury ictceeeieaicannad 40, 519, O78 | 47, 355, 000 | 49, 219, 000 

Total program (obligations) ...........-......- 735, 284, 930 1, 284, 592, 518 1, 107, 082, 000 
Financing: | | 
Amounts becoming available: | 
Revenue and receipts: | | 

a ere | 275, 598, 261 | 628, 080, 000 435, 000, 000 
Receipts from loans fin: anced by priv: ate | | 

ii lacie eiten dei gieinbinaitions imide eees 19, 242,181 | 96, 000, 000 | 145, 000, 000 

Interest revenue from loanms_-..-..---..-..-. | 128, 158, 309 139, 250, 000 | 142, 000, 000 

PD TIEN 2 Cn cc ctcnnccsarsecen 31, 720 | 32, 000 | 32, 000 

Recovery of prior year obligations---........-... 286, , 620, 659 57, 091, 934 | 55, 027, 500 

Total amounts becoming available._......-.._ 709, 551, 130 920, 453, 934 | 777, 059, 500 
Unobligated balance brought forward (authorization | | 

to expend from public debt receipts) _............- 3, 223, 715,279 | 3,175,481,479 | 2,788, 842, 895 

Tote) ements avallatle... ...<<.~.cccsecca<cccne : am 933, 266, 409 | 4,095, 935,413 | 3, 565, 902, 395 
Capital transfers (payment of dividend to Treasury) | 

DO adele gaa SE eet ne when cnean —22, 500, 000 —22, 500, 000 | —22, 500, 000 
Unobligated balance carried forward (authorization 

to expend from public debt receipts) (—)-_-...--.-- |—3, 175, 481, 479 |—2, 788, 842,895 | —2, 436, 320, 395 

Financing applied to program...........-....--.. 735, 284,930 | 1, 284, 592, 518 | ae 107, 082, 000 





| | 


Mr. Passman. The committee will come to order. 

We have before us this morning Mr. Samuel C. Waugh, President 
and Chairman of the Board of Directors, Export-Import Bank of 
Washington, as fos as members of his staff. 

Mr. Waugh, we are pleased to have you with us. 

I believe you ior a general statement to make to the committee 
relative to your request for the administrative expenses of the Export- 
Import Bank. 

JUSTIFICATION MATERIAL 


We shall insert pages three through 6 of the justifications at this 
point in the record. 
(The pages referred to follow:) 


ADMINISTRATIVE EXPENSE BUDGET FoR 1961 


The Bank’s estimate of administrative expense requirements for the fiscal year 
ending June 30, 1961, total $2,675,000. This is the amount of the limitation re- 
quested of the Congress on the use of the Bank’s own funds derived from its 
earnings to cover the cost of administering its lending, guarantee, and insurance 
programs. The figures nuking up the total of $2,675,000 were compiled subject 
to the expressed policy of the President of the United States and the Budget 
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Bureau that both expenditures and new obligational authority be tightly restricted 
and held to minimum realistic working levels, and after canvassing the offices 
and divisions of the Bank for a conservative forecast of their requirements in 
operating at the level of $1 billion of loan authorizations anticipated for 1961. 

Accounting substantially for the increase of $175,CO0O over the limitation of 
$2,500,000 on administrative expenses authorized by the Congress for 1960 are 
the following items: $136,485 for personal services including the addition of 
three technical and four stenographic and clerical positions to the Bank’s staff; 
additional travel of $23,000; and additional rental of quarters of $16,400. 

\ limitation of the equivalent of $200,000 in foreign currencies available to the 
Bank is also requested of the Congress by the Bank for expenses incurred incident 
to the foreign currency credits established and administered by the Bank under 
the Cooley amendment. 

The princips! feature of the workload necessitating the increased budget for 
1961 is the continued rise in the number of credits in which participations are 
taken by suppliers, commercial banks and insurance companies, which adds to 
the comple xity of the transactions and to the volume of workload, affecting all 
the offices and divisions of the Bank, both operating and administrative. 

The high level of lending operations estimated for the current fiscal year will 
be maintained in 1961 as indicated by the estimate of new credits authorized, 
consisting of 70 exporter credits for a total of $20 million, 48 development credits 
for $625 million, 3 commodity credits for $65 million, and 7 emergency credits 
for $373 million. The aggregate of these 128 new credits is $1,083 million. 

The Bank’s estimated expenditures for 1961 will total $722 million, made up 
of the following expenditures: Loan disbursements, $670 million; interest paid 
U.S. Treasury, $49.2 million; and administrative expenses, $2.8 million. 

Total receipts 1t is anticipated will also amount to $722 million, consisting of 
estimated loan principal repayments of $435 million, loans financed by private 
capital totaling $145 million, and interest income on loans of $142 million. 

Since the total expenditures will be offset by the total receipts, it is estimated 
that there will not be any charge due to the Bank’s operations against the U.S. 
Government budget for 1961. 


Comparative statement of previous administrative expense budgets with 1961 budge» 
estimate 




















| | 
1960 fiscal year | 1961 fiscal year 
| 
| 1959 fiscal | | oat. 
year, July 1 to | | Increase or 
} actual Dee. 31, 1960 fiscal | 1961 fiscal decrease 
| 1959, year, | year, (—) from 
} actual | estimate estimate 1960 fiscal 
year 
Authorized for administrative expenses: pes: | | | 
Limitation by Congress on Bank’s | | 
Nala ae each racine Ba OOO COP Ncnninecescan | $2, 500, 000 | $2,675, 000 | $175, 000 
Approved by C longress to meet pay | 
TURN en oe ee ee BUN Bs dtc once ee eae a SP e 
Secale aioe apie eaaieciacaaas 
leh CERIN oo ccc were ON OB8 1 sce | 2,500,000 | 2,675, 000 175, 000 
Administrative expenses: | | | 
PIED OR ooun 1, 755, 983 | $888,015 | 1,918, 150 2, 054, 635 | 136, 485 
Trev... -.-.. eae oe ae 63, 518 | 28, 420 | 120, 000 143, 000 23, 000 
Tran sportation of thing Ne A | 206 5 | 3, 000 2, 000 —1,000 
Communication services_..........-- oan 27, 280 | 14,118 | 30, 000 32, 800 2, 800 
Rents and utility services. ..........--] 148, 021 | 74, 008 163, 200 179, 600 | 16, 400 
Printing and reproduction_....-.....-- 25, 864 | 28, 794 37, 200 27, 800 —9, 400 
Other contractual services: 
Entertainment---_....... at eee 7, 348 2, 3 9, 000 G00 Fs 
ee ed are | 43, 763 44, 134, 350 122, 015 | — 12, 335 
Sup yplies and materials_--.....-.-- 21, 918 | 10,39 15 20, 700 27, 000 | 6, 300 
Grants, subsidies, and contributions: | | 
Contributions to retirement fund____| 110, 628 56, 210 121, 000 130, 750 9, 750 
Taxes and assessments___....---- a 268 135 | 400 WOO Sect coke 
Total administrative expenses_-___._- 2, 204, 797 1, 146,796 | 2,557,000 | 2,729, 000 172, 000 
Less reimbursements from other | | 
NE So an nish akc tec ius anche mcieoneneareaa | 53, 559 | 27, 223 | 57, 000 54, 000 —3, 000 
a eae a i tc lan ell ties aaapmea nant antag iitanliaaeaiaaaa 
Net accrued administrative ex- | | 
I al 2, 151, 238 1,119,573 | 2,500,000 | 2,675,000 175, 000 
Savings realized on administrative ex- | 
RS ccnp aiagcatwigunnanebeahianesencas EDO bccasnnenens | shes tunaiicadsinstdviatesiNeshinitilai lie iuteastipinis 
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DESCRIPTION 





OF EXPENSE ITEMS 


Personal services, $2,054,635 
Includes compensation for the Board of Directors, executive officers, staff 

employees, the Advisory Committee, and all other personal service costs. Increase 

is due to the recruitment of necessary additional personnel to carry on the functions 

required to administer the Bank’s entire program. 

Travel expenses, $143,000 


In addition to transportation expenses, the amount provided includes per diem 
and other expenses for the Board of Directors and the administrative staff for 
foreign and domestic trips, including the traveling expenses of the Advisory Com- 
mittee. The amount estimated also provides for international travel required 
in administering local currency loans under Public Law 480 (Cooley). 
Transportation of things, $2,000 


Amount represents transportation expenses of moving household effeets of 
employees, express and freight charges, and payments to the General Services 
Administration for intrabuilding movement of office equipment. 


Communications services, $32,800 


Includes telephone facilities, telegrams, cablegrams, letter postage, and other 
miscellaneous conumunication services. 


Rent and utility services, $179,600 


The Bank, other than in temporary assignments, maintains no representatives 
in field offices and the entire staff is located in the Lafayette Building, 811 Vermont 
Avenue NW., Washington, D.C. The amount requested is to pay the General 
Services Administration for office and stcrage space and the rental of one station 
wagon. 


Printing and reproduction, $27,800 


Amount includes all printing and photographic services, semiannual reports to 
Congress, brochures on general information concerning the Bank’s activities, 
stationery, office forms, promissory notes, checks, etc. The amount estimated is 
approximately $9,000 less than required for fiscal 1960. 

Other contractual services, $131,015 

Includes services performed by other Government agencies, servicing and 
repairs of equipment, alterations of quarters, the Bank’s share of insurance 
contributions, the limitation of $9,000 for representation and entertainment, the 
Bank’s contribution of $15,000 under the Federal Employees Health Benefit Act 
of 1959, Public Law 86-382, approved September 28, 1959, and other miscel- 
laneous contractual services. The representation and entertainment item is the 
same limitation as for 1959 and 1960 for the special use of the Directors. Enter- 
tainment allowances for members of the Board of Directors must be specifically 
authorized by the Chairman of the Board. $37,775 is included to cover reimburse- 
ment to the Department of State for expenses to be incurred by the Bank's repre- 
sentative in India carried on the Department of State’s payroll. 


Supplies and materials, $27,000 


Includes office supplies and materials for use by the board of directors, executive 
officers and members of the Bank’s staff. 


Grants, subsidies, and contributions, $130,750 


Consists of payments into the civil service retirement fund covering the U.S. 
Government share for Bank’s personnel, per section 4(a), Public Law 854, ap- 
proved July 31, 1956. 


Taxes and assessments, $400 


The amount provides for Federal Insurance Contributions Act taxes for em- 
ployees not covered by the civil service retirement fund. 


Mr. Passman. You may proceed in your own way. 
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GENERAL STATEMENT 


Mr. Wavan. Mr. Chairman and gentlemen, thank you. It is 
good to be back before your committee again for our annual visit. 
We have furnished you with a printed statement but, if I may, sir, 
I would like to read the statement and then interpolate to a slight 
degree, as I go along. 

The Export-Import Bank submits to the Congress its budget 
estimates and its request for authority to pay out of the Bank’s 
estimated gross earnings of $142 million in fiscal vear 1961 the amount 
of $2,675,000 for administrative expenses. 


INTEREST 


Interest in the estimated amount. of $49.2 million on its borrowings 
will be paid to the U.S. Treasury by the Bank out of its earnings in 
fiscal year 1961. 

I might say it is difficult, in a way, to estimate the amount of inter- 
est paid because of the variance in interest rates. This is our best 
judginent. 

NET PROFIT AND RESERVES 


After the payment of interest and administrative expenses, there 
will remain an estimated net profit of $90 million, out of which the 
Bank expects to pay a dividend of at least $22.5 million upon its 
capital stock of $1 billion to the U.S. Treasury. The balance, totaling 
$67.5 million, of the estimated earnings will be placed in reserve for 
contingencies, increasing the undivided profits so reserved to $706.7 


million at the end of fiscal year 1961. These reserves are deposited 
with the Treasury of the United States, but are used in making further 
loans, thus adding to the investment of the U.S. Government in the 
Eximbank. 

On page 29 of our report to the Congress, we have a chart showing 
the disposition of gross income from the inception of the Bank 26 
years ago to December 31, 1959. 


ADMINISTRATIVE EXPENSE BUDGET 


The administrative expense budget of $2,675,000 for fise al year 
1961 reflects an increase of $175,000 over the fiscal year 1960 budget of 
$2,500,000. This will provide an increase of three technical and four 
other positions, a $23,000 increase in travel and $16,400 in additional 
office space. 

All of this is detailed on page 4 of our budget submission. 

Our budget estimates for fiscal vear 1961 present in detail the data, 
including anticipated workload, in support of the Bank’s estimated 
expense budget for 1961, to rether with statistics and charts pertaining 
to the Bank’s cumulative Todine operations through December 31, 
1959. 

We have tried to make this report to the Congress and our budget 
estimate in as great detail as we possibly could. 








LEVEL OF LENDING OPERATIONS 


The level of lending operations for fiscal vear 1961 is reflected in th 
estimated 128 new credits totaling $1,083 million, which consists of 
70 exporter credits amounting to $20 million, 48 development. project 
credits of $625 million, 3 commodity credits of $65 million, and 
emergency foreign trade credits of $373 million. These operations in 
fiscal year 1961 will result in no charge against the Government’s 
budget since it is estimated that the Bank’s receipts in that fiscal vear 
will exactly equal its disbursements, and the net draw on the Treasury 
will be zero. 

May I digress just a moment to say that it is extremely difficult 
to estimate the demands you are going to have for loans 18 months 
in advance, which they are asking us to do in this particular instance, 
By law we are required to do that. 

As of December 31, 1959, the Bank was administering 1,150 credits 
representing $6,762 million, upon which disbursements of $5,079.7 
million have been made, and repayments of $1,878.4 million received, 
It is estimated that the Bank will be administering 1,444 credits at 
the end of fiscal vear 1960, and 1,856 credits at the end of fiscal vear 
1961. I refer you to the chart on page 21 showing the Bank’s cumu- 
lative loans by areas. 

Your attention is called to the graph on page 22 which shows that 
in the 10 vears, 1950-59, $803 million expended from public debt 
receipts together with receipts from the Bank’s operations financed 
disbursements of over $4 billion. This was in support of the U.S. 
oversea trade, assisting in financing U.S. capital equipment and 
commodities. The net credit to the U.S. Government budget for 
fiscal year 1960 resulting from the Bank’s lending operations was 
estimated at $50 million. Our current reestimate for the Bureau of 
the Budget projects a net credit of $136 million. 

It may be even higher than that. 

This increase was due to prepayments by borrowers and the fact 
that the rate of disbursements on certain loans has been slower to 
date than originally estimated. 


ESTIMATED SAVINGS 


Some savings are foreseen in the fiscal year 1960 budget limitation 
due to the fact that (1) our fiscal year 1960 budget was among the last 
approved, September 28, 1959; (2) recruitment of suitable technical 
and other employees was consequently delayed; and (3) overcrowding 
of present office quarters while awaiting availability of additional 
space has reduced rental below the budgeted amount. 


PERSONNEL 


As to overcrowding, I would like to interpolate here to say we‘ have 
had difficulty in recruiting men from the Federal Register. In addi- 
tion to getting new and additional personnel, we have also had*to 
replace those lost to other agencies, those who have retired, and the 
normal turnover. The question of grades has put us in a difficult 
position in the acquisition of new and trained personnel. 
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OFFICE QUARTERS 


On the question of office quarters, we have been promised office 
quarters from the GSA when, as, and if the tenants move out of our 
building into the Department of State’s new building. We have not 
as yet been successful in obtaining the room we think that we need. 
We currently pay the GSA $150,000 a year rent out of our earnings. 


FOREIGN CURRENCY LOAN PROGRAM 


The volume of work resulting from the Bank’s foreign currency 
loan program, Public Law ~~ Cooley amendment, is greater than 
originally anticipated. As of January 31, 1960, under this function 
the Bank has established 94 credits’ in foreign currencies with the 
dollar equivalent of $47.3 million. 

As of yesterday, we have approved 104 credits for slightly over $60 
million. This is a dollar equivalent of $60 million. 

Applications received from prospective borrowers under these 
credits are subject to the same procedures, and are considered on the 
same basis, as applications received in the case of dollar loans. In 
addition, there is other preliminary work not required in the case of 
dollar loan transactions. 

The detail on our Cooley operations is indicated on page 36 of the 
budget submission. 

As a measurement of the dollar costs on the Cooley loan operations, 
a compilation of reports from the staff shows that approximately 11 
man-vyears were required during fiscal 1959. It is estimated that 
approximately 16 man-years will be required in fiscal 1960, and 19 
man-years in fiscal 1961, the two factors increasing the man-years in 
fiscal 1961 being (1) estimated new credit authorizations in the dollar 
equivalent of $149.3 million, and (2) the policing and servicing of 
credits approved in prior years and additional travel incident to those 
loans. 

The relative dollar costs will be defrayed out of the Bank’s limita- 
tion of $2,675,000 requested for fiscal year 1961. 

For expenses incurred overseas incident to the loans made by the 
Bank in foreign currencies under the Cooley amendment, the Bank 
again requests authority in 1961 for the special limitation to expend 
up to the equivalent of $200,000 in foreign currencies, obtained by 
the Bank out of the proceeds of sales of agricultural surpluses. 


ISSUANCE OF GUARANTIES 


Attention is called to the fact that our 1961 budget estimates, as 
submitted to the Bureau of the Budget and as now reviewed, did not 
foresee or provide for the extra workload factors and expense which 
will be connected with demands for the issuance of guaranties. ‘These 
may be issued by the Export-Import Bank to cover risks of repay- 
ment of principal and interest or guaranties limited to cover only 
dollar transfer or certain specified noncommercial risks. This pro- 
gram will require additional personnel and modifications in operations. 
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NEW PROGRAM TO STIMULATE EXPORT TRADE 


Today, gentlemen, the President is sending a message to the Con- 
gress in which he calls attention to the fact that the Departments of 
State, Treasury, Commerce, and Export-Import Bank, as a result of 
studies carried on during the past few months, are putting forth a 
comprehensive program in an effort to stimulate U.S. export trade. | 
This program calls for an expanded program of Export-Import Bank’s | 
participation with commercial banks on medium term loans. It also 
calls for the offering of a service to guarantee against political risks, | 
short term loans. The reason we did not include this in our submis- | 
sion has been that we have been awaiting the President’s announce- 
ment and by a coincidence they released it today. Our press release | 
will go out simultaneously with the President’s press release. We | 
thought it was not proper to ‘sive any release until the President | 
had reported to the Congress. 

[t is pertinent to mention that the policy of the Board of Directors 
of the Bank is to make certain that the proceeds of its loans, insofar 
as possible, are spent in the United States for capital equipment and 
commodities for export, and U.S. technical services. Since the Bank’s 
dollars are disbursed in this country, the Bank is substantially assist- 
ing in promoting a sound economy at home. Loans approved for pro- 
ductive projects assist in the improvement of the economies of friendly 


nations in their efforts to be stronger, independent members of the 
free world. 





















LIMITATION ON ADMINISTRATIVE EXPENSES 

The amount of $2,675,000 requested as the fiscal year 1961 limita- 
tion on the budget for administrative expenses—I am sure you appre- 
ciate that administrative expenses come out of the earnings of the 
Bank—is estimated to be necessary for the Bank’s management to 
carry out the mandates of the President of the United States and the 
Congress pertaining to the conduct of its foreign lending operations 
and other functions. The Board of Directors of the Bank is of the 
opinion that any lesser amount would, or might, obstruct prudent 
administration, possibly causing detrimental curtailment of its 
operations. 


Mr. Passman. Thank you very much, Mr. Waugh. 









NET PROFIT AND 





DIVIDENDS PAID TO 





TREASURY 







You say that after the payment of interest and administrative 
expenses there will remain an estimated net profit of $90 million, out 
of which the Bank expects to pay a dividend of at least $22.5 million 
upon its capital stock to the U.S. Treasury. 

That is returned to the Treasury as a net profit in dollars and can 
be used to reduce the public debt or otherwise? 

Mr. Wave. Yes, sir. 

Mr. PassmaNn. What has been the amount of profit of the Export- 
Import Bank since its inception, and the amount returned to the 
Treasury? 

Mr. Wavau. On page 29 of our budget submission, you will find 
that of the Bank’s gross income of $1,118 million, we have paid to 
the Treasury in the form of interest $285- plus million and in the 
form of dividends, $218-plus million, or a total of $503 million. This 





















aft 


pet 


wh 


Sod! 


W 


Con- 
ts of 
lt of 
th a 
‘ade, 
nk’ S 
also 
isks, 
Mis- 
nce- 
lease 
We 


dent 


‘tors 
ofar 

and 
nk’s 
sist- 
pro- 
ndly 

the 


Lita- 
pre- 
the 


the 
ions 
the 
lent 
its 


tive 
out 
lion 
can 
ort- 
the 


ind 


the 
‘his 





| 


| 
| 





9g ¥ 


is the equivalent of 45 percent of the gross income of the Bank which, 
after deducting the administrative expense and the amount that has 
been charged off for losses in the ao 26 years, leaves net earnings 
which we call reserves of 53 percent, r $592 million, 

Mr. ANprRews. May Lask a mesma? 

Mr. PassMan. Please do. 

Mr. ANpDREws. Mr. Waugh, where are those net earnings totaling 
$592-plus million? 

Mr. Wavuan. All deposited with the Treasury. 

Mr. Anprews. Has it been spent and bonds issued to replace it? 
Tell us about that. 

Mr. Wauaen. It goes back to the Treasury and we reloan it. 


Foreign Currency Loans FrRoM PROCEEDS or PusBiic Law 480 


Mr. PassmMan. Mr. Waugh, on page 3 of your statement you say: 

The volume of work resulting from the Bank’s foreign currency loan program, 
Publie Law 480, Cooley amendment, is greater than originally anticipated. 

Would you explain to the committee the Bank’s responsibilities 
with respect to Public Law 480? 

Mr. Wauau. May I refer you to page 37 of our report. This 
indicates the amount of the foreign currency funds the Bank has 
received under the Cooley amendment to the Public Law 480 pro- 
gram. Briefly, the Cooley amendment provides that where possible, 
up to 25 percent of the sales of surplus agricultural products should 
be deposited in the Treasury to the credit of the K}xport-Import 
Bank for reloaning to American business, or American affiliates, in 
the foreign field. However, these loans have to be not only processed 
in the same manner as our dollar loans, but have to be referred to 
the country where the currency originates, which complicates our 
problem very definitely. 

If you will notice, on page 37 we are now loaning pesos, rupees, 
sucres, French franes, Turkish lire, Egyptian and Israeli pounds. 
It is really a service that the Bank was not in up to a couple of years 
ago. 

We have found that these Cooley loans which we are loaning to 
U.S. business or their affiliates in foreign countries, have been well 
received because of the shortage of local currencies. In these respec- 
tive countries we get applications in many instances in excess of the 
amount of local currency we have to loan. So far, the program, we 
think, has been successfully operated by the Bank. 

Mr. Gary. Will the chairman yield? 

Mr. Passman. Yes, Mr. Gary. 


REPAYMENT OF FOREIGN CURRENCY LOANS 


Mr. Gary. In the loans of these foreign currencies, are they repay- 
able in the same foreign currencies or in American dollars? 

Mr. Wauau. They are repayable in the same foreign currencies. 

Mr. Gary. Do you make any other loans repayable in foreign 
currencies? 

Mr. Wavcu. Not with the appropriated funds of the Congress. 


When we loan dollars, we collect dollars. We take no exchange risks. 
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In the foreign currencies we loan we get repaid in the foreign currencies 
without any maintenance of value. 


INTEREST ON FOREIGN CURRENCY LOANS 


Mr. Gary. Do you charge any interest on those loans? 

Mr. Wavucu. Yes, we charge the same interest that the banking 
business in that particular country would charge. We try to find out an 
average, a fair charge, in the respective country and it varies in accord- 
ance with bank loans in those countries. 

Mr. Gary. The interest is repayable in foreign currencies? 

Mr. WavuGu. Yes, sir. Entirely in foreign currency. 


CURRENCY OF ONE COUNTRY NOT LOANED OUTSIDE THAT COUNTRY 


Mr. Passman. Could you lend Indian rupees, we shall say, to a 
businessman in Greece without the consent of India? 

Mr. WavcGu. No, sir; we have never loaned any currency of any 
country outside of the country itself. 

Mr, Passman. If it is Indian rupees, then you make the loan to 
American business people operating in India? 

Mr. WavuGu. Exactly. Sometimes, Mr. Chairman, we make these 
local currency loans in connection with our dollar loans. 

You may have noticed some publicity lately that the Kaiser Co. 
has gone into northern India together with some Indian people to 
start an aluminum business. We are making them some dollar loans 
to take care of the U.S. purchases repayable in dollars. Then we 
are making rupee loans to take care of some of the local currency 
expense within the country. 

Mr. Passman. I can understand that it is very complicated, with 
all of the different currencies you handle, if you can only use those 
foreign currencies for loan in the country in which the currency is 
issued. That is an unusual arrangement, I should think. 


AMOUNT OF FOREIGN CURRENCIES AVAILABLE FROM PUBLIC LAW 480 


You administer 25 percent of the total proceeds from Public Law 
480? 

Mr. Wavuau. Up to 25 percent. 

They are not always 

Mr. Passman. Depending upon the demand? 

Mr. Wavueu. The Export-Import Bank does not always succeed in 
getting the 25 percent in the sales contract. We have nothing to do 
with the arrangement of the sales contract. 

For example, there are two countries where we have not received 
any foreign currencies as yet. They did not get the foreign currency 
in one for political reasons, and as to the second country they had a 
3-year sales contract before Public Law 480 or the Cooley amendment 
went into effect. 

We have not been able to get any foreign currencies from those two 
countries in question. In both countries we would like to have some 
foreign currency because American businessmen in that area would 
like to borrow it. 
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EXTRA WORKLOAD AND EXPENSES IN ISSUANCE OF GUARANTIES 


Mr. Passman. On page 4 of your general statement, attention is 
called to the fact that your 1961 budget estimates, as submitted to 
the Bureau of the Budget and as now reviewed, did not foresee or 
provide for the extra workload factors and expense which will be con- 
nected with the demands for the issuance of guaranties. 

Is that in connection with the Export-Import Bank dollar loans? 

Mr. Wavuan. Both in connection with the Export-Import Bank 
dollar loans and in connection with the fact that there seems to have 
developed a demand that the Export-Import Bank issue for a fee 
guarantees against political risks, when the loans originate in the 
private sector. This program has been under extensive study by the 
Departments of Commerce, State, Treasury, and Export-Import 
Bank for the last 3 or 4 months. We have no doubt but the increased 
activity and increased travel expense will exceed our original estimate, 
but 1 think I can say to you gentlemen we will be able to live within 
the budget as submitted to you. 

Mr. Passman. Do the guaranties apply only to American capital 
invested abroad? 

Mr. Wauau. Only for noncommercial or political risks. 

Mr. Passman. Only to American capital? I mean American busi- 
ness firms? 

Mr. Wauen. That is correct. The President will have an ex- 
tremely comprehensive statement delivered to the Congress at 12 
o’clock today. 

Our release, which we have had ready for 3 or 4 days, will go out 
this noon for immediate release, also. 

Mr. Gary. Will the chairman yield? 

Mr. Passman. Yes, 


DISPOSITION OF FOREIGN CURRENCIES RECEIVED UNDER PUBLIC 
LAW 480 


Mr. Gary. With reference to these Public Law 480 foreign cur- 
rencies that are turned over to you, is that added to your capital 
structure? 

Mr. Wavau. No, sir. We keep it entirely separate. We main- 
tain an entirely separate department. 

Mr. Gary. When the loans are repaid, what happens to those funds? 

Mr. Wauau. All principal and interest collected is deposited in the 
U.S. Treasury. 

Mr. Gary. Is it deposited to your credit or just to the general fund 
of the Treasury? 

Mr. Wavuau. The general fund of the Treasury. 

Mr. Gary. What about the interest? 

Mr. Wavuau. The same. 

Mr. PassMan. You are operating in a supervisory capacity as book- 
keepers for that section? 

Mr. Waucu. We are the bankers. We make the loans. 

Mr. Passman. By that | mean you are not mixing it up with your 
capital account? 

Mr. Wavuau. That is correct. 





Mr. PassmMan. I should think it would fit that you are the bankers 
for it, but you are the administrators of a percentage of the Cooley 
funds. You are not mixing that with the Export-Import Bank? 
It. is a collateral duty? 

Mr. Wavau. Yes, sir. 

We feel it is collateral. It is advantageous and it has been very 
helpful to American business abroad, not “only directly but in connec- 
tion with loans we have been making on a dollar basis. 

Mr. Passman. Are you any more lenient on that type of a loan? 

Mr. Wavau. We should not be; I do not think we are. We try 
not to be. 

Mr. PassmMan. You still do think of it as money as far as possible? 

Mr. Wavau. Yes, sir. 

Mr. Anprews. May I ask a question? 

Mr. Passman. I yield to the gentleman. 


UTILIZATION OF FOREIGN CURRENCY MADE IN REPAYMENT OF DLF LOANS 


Mr. Anprews. Mr. Waugh, we have just finished several days of 
hearings in connection with the Development Loan Fund. I am sure 
that under the present law you could not take the foreign currency 
that the DLF receives in payment of loans and use it in the same way 
you could Public Law 480? 

Mr. Wavau. That is correct. 

Mr. AnprEws. Do you think it would be helpful if we had legislation 
permitting your bank to do it? You say you need more foreign 
currency in certain areas. 


PROPOSED TRANSFER OF FOREIGN CURRENCY FUNDS TO IDA 


Mr. Waveu. That involves, Mr. Congressman, a question which 
I feel the Secretary of the Treasury and the administration have had 
under consideration for the past several weeks. I understand legis- 
lation has been or is to be introduced which will provide that the 
Secretary of the Treasury be authorized to take foreign currencies in 
certain amounts, of which, as you know, we have a great deal in the 
Treasury from past sales, and turn it over to the new ly created Inter- 
national Development Association which is an affiliate of the Interna- 
tional Bank. When asked by the Bureau of the Budget to comment 
on this legislation, we made the statement over my signature to the 
effect that we had no objection to the proposed egiation, but called 
attention to the fact that the present act provides that 25 percent of 
the sales be turned over to the Export-Import Bank for reloaning, 
and we were hopeful, at least that was the inference, that any addi- 
tional sums which the United States requests be taken from the balance 
of the 75 percent to be turned over to the international organization 
would not affect adversely the 25 percent under the Cooley amend- 
ment, which is restricted to loaning to U.S. business firms or to thei! 
affiliates abroad. 

Mr. AnpreEws. Are you still speaking of Public Law 480 funds? 

Mr. Wavuan. Yes, sir. 

Mr. Anprews. I had reference to foreign currency which is used 
to repay loans made by the Development Loan Fund. 

Mr. Wavau. That, too, sir, must go into the U.S. Treasury. 
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ae reducing the public debt. It remains in a revolving fund, and the 
mee- | Jocal currency in every instance, with the exception of a small per- 
9 centage we use through our embassies —— 
4 ote Mr. Taser. You mean local currencies received as a result of the 
, Development Loan Fund. 
sble? Mr. Passman. It is plowed back into the same country, and even 
the dollars are reloaned, although not necessarily to the same country. 
Mr. Gary. It goes into the Treasury, but to the credit of the De- 
velopment Loan Fund. It does not go into the general funds of the 
Treasury, as you say yours does. 
onde Mr. Passman. It is never for being used for any purpose other 
than the Development Loan Fund. 
vs of Mr. Wavuau. I think I may have misunderstood your question. If 
‘sure | | may restate it for my clarification, it is: Is there any possibility that 
reney | We would be able to reloan for our account any of the funds which 
sway | would be received in payment of principal or interest by the Develop- 
: ment Loan Fund? My answer to that would be “No.” 
lation ACCUMULATION OF EXCESS FOREIGN CURRENCY 
reign ; : f : ie 
, Mr. PassmMan. It is the committee’s understanding that the U.S. 
Government now owns approximately $2) billion in local currencies, 
and only about $6 million of that has been generated from repayment 
of loans from the Development Loan Fund. It is just now starting. 
which | Do you foresee, if this continues to grow and new agencies as proposed 
e had | come into being, that the amount of foreign currency owned by our 
legis-| Country would continue to increase? 
> Y r . e 
it. the Mr. Wauau. Yes, sir; I can conceive that. 
nies iN Mr. Passman. I wonder if that has been projected out into the 
in the} future, say 5 or 10 years, what we eventually would own? 
Inter- Mr. Waven. I think that is a question which would normally be 
terna-| handled by the Treasury. I know that the question of the disposi- 
nment} tion of foreign currencies is one of the most difficult questions with 
to the} Which they are confronted, because the sale of agricultural products 
called} bas produced, as you say, in excess of $2 billion of currencies in these 
‘ent off Various countries. When I discussed this with the Secretary of the 
aning, Treasury some months ago, I expressed to him the same hope that | 
- addi-| have expressed to you here, that the amount of foreign currencies ap- 
alance}| proved by the Congress for the Treasury to turn over to an interna- 
zation,| tional organization would not in any way affect adversely the amounts 
mend-}| Which would be coming to the Bank, which we think have been profit- 
o their} ably and well loaned to U.S. businesses abroad. His answer to me 
was that there will be plenty for everyone. 
ds? Mr. Passman. It is my understanding that for many years we have 
in every case possible used the local currencies, but the $234 billion 
s used} estimate given to us by the Inspector General and ¢ ‘omptroller of ICA 
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Mr. ANDkEWs. Our mformation is that it must remain in the bor- 
rowing country. 

Mr. Passman. Under the basic legislation, as explained by your 
former Director, who is now the head of the DLF, in no instance was 
ever a dime of the dollar collections returned to the U.S. Treasury for 
the purpose of being reappropriated for projects in this country or 




































represents an accumulation over and above our needs in this field. 
It is indeed frightening if we consider that in a few years we have 
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built up an accumulation of $214 billion in excess of the needs, and to 
think that we have the Development Loan Fund coming along and 
that will add to it. I can foresee that this may go on 7 to $5 billion 
or $6 billion, maybe $7 billion, if we continue the Public Law 480 pro- 
gram. Mr. Fairless, the chairman of a special committee named by 
the President a few years ago, expressed a lot of alarm about this 
when he appeared before us. A great many outstanding bankers and 
business people concur with Mr. Fairless’ thinking. Would you care 
to make a statement relative to the foreign currencies and what 
effects they may have on our relationships with these nations if we 
should come into possession of an excessive amount of their curren- 
cies? Has it caused you any alarm? 

Mr. Waven. May I go off the record and discuss it? 

Mr. PassMan. The policy of the committee is to not LO off the 
record, but you have the right to take it off the reeord later if 
violates secur ity. 

Mr. Wavueu. This would not violate security. 

Mr. Passman. I would be agreeable, if the gentleman thinks I am 
asking a question which would cause him embarrassment, just. to 
forego an answer. Some of us are alarmed about this question. 

Mr. Wavau. There is no question in my mind that the accumula- 
tion of foreign currencies in excess of the needs of the U.S. Government 
for the maintenance of their embassies and consuls abroad, in addition 
to the amounts which we can use for the maintenance of the military 
abroad, in addition to the amounts which we may use under the 
Cooley amendment in loans which we hope to have repaid, presents a 
tremendous problem. The question in my mind has always been 
whether or not it might be possible to reloan more - the way of 
foreign currencies for internal development in foreign lands and 
thereby possibly reduce to an extent the dollars elisa? used for that 
purpose today. 

Mr. Passman. I ask unanimous consent that the committee make 
an exception and go off the record at this point. We should like to 
discuss this in detail off the record. 

(Off the record.) 

Mr. Gary. Going back on the record, Mr. Chairman,’ may I ask 
one question. 
INTERNATIONAL DEVELOPMENT ASSOCIATION 

Mr. Waugh, you referred to the International Development Associa- 
tion. Are you referring there to that young lady for whose birth the 
Congress is now passing through birth pains and has already given 
the name of IDA? 

Mr. Wavau. Yes, sir. 

Mr. Gary. Thank you, sir. She may die aborning. 

Mr. Wavau. I was not speaking against IDA. 

Mr. Gary. 1 ee that. 

Mr. PassMan. ‘ Waugh, I find it difficult to be critical of the 
Export-Import B: ~a I have es its oper: ations for many vears, 
ever since I have been a Member of the Congress. You do have a 
remarkable record as to the soundness of your loans, as to the repay- 
ment of the loans, and as to the profit accruing to the U.S. Treasury. 
When you make sound loans at a fair profit, and they are being repaid 
in dollars, it takes me out of my field of being critical. 
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I notice here that these operations in fiscal 1961 will result in no 
charge against the Government’s budget, since it is estimated that 
the Bank’s receipts in that fiseal vear will exac ‘tly equal its disburse- 
ments, and the net draw on the Treasury will be zero. 


LIMITATION ON ADMINISTRATIVE EXPENSES 


We have had other witnesses before another subcommittee dealing 
with other departments, feeling that as they were asking only for a 
limitation on funds appropri: ated for other departments, maybe we 
should not go too far in our examination. Of course, I had to reply 
by stating it matters not whether the appropriation is made to some 
other department, we have a right and duty to examine on the limita- 
tion being requested. 

So in your case, notwithstanding the fact that you are paying your 
expenses out of profits, you still are operating on U.S. dollars which 
have to be appropriated or authorized 

Mr. WauaGu. That is correct. 


INCREASE IN EXPENSES 


Mr. PassMan. Would you give a little bit more information as to 
why the amount of $175,000 over fiscal 1960 is justified? 

Mr. Wavan. It is on page 4 of our report. The increase we have 
asked is for the most part, $136,000, in personal services to take care 
of the additional help that we think we will need if we are able to 
get it. That is the largest item; $23,000 is additional travel, $16,400 
is for rent of space which we hope to get. Those are the three 
principal items. 

1 am not sure that we will use the $23,000 additional travel. se- 
lieve me, we will not use any more than we have to, but we do feel 
it necessary to get out and see our loans in order that we can keep 
them sound. 

The question of rents is a mathematical item, because we pay the 
GSA the regular rent for the space that we use. 

By way of reductions over last year, we have $9,400 reduction in 
the expense of printing. You will remember, we put out an extra- 
ordinary 25th anniversary report which we did only after discussing 
it with the House Banking and Currency Committee. We shall use 
this report for 4 or 5 vears. 

We have reduced our items some $23,000. These others are as near 
as We can come to the actual. 


COST OF ADMINISTERING FOREIGN CURRENCY LOANS UNDER 
PUBLIC LAW 480 


Mr. Passman. Mr. Waugh, could you state at this time the dollar 
cost of administering the Cooley amendment under Public Law 480? 

Mr. Wauau. I do not know whether I could do it exactly. 

Mr. PassMan. Could you give us an estimate? 

Mr. Wavau. We use the same people, of course. There are 11 
man-vears. We estimate that there will be 19 in 1961. If you take 
the average of our various employees who work on this, I would say 
$140,000. 
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Mr. Passman. Could we go a bit further and apply all expenses to 
that? You have stationery, stamps, telephone, personnel. You will 
require more space when vour records become more voluminous. We 
are trying to arrive at the amount of dollars of appropriated funds 
which the Export-Import Bank will be required to spend in administer- 
ing the Cooley amendment. 

Mr. Wauau. | would estimate that would be one-twelfth of the 
total. Take the number of employees and the number of man-years 
we have on it. If you take 240 and divide it by 20, it would be 12. 
It would be approximately one-twelfth of our general expense, I would 
say. 

Mr. Passman. Would vou put that information in the record for us? 

Mr. Wavau. Yes. 

Mr. Passman. There are no profits or dividends accruing to the 
Bank for your effort or expense in administering the Cooley amend- 
ment? 

Mr. Wavau. No, sir. 

Mr. Passman. Does it follow that if this continues to grow, and 
you assume greater responsibilities in that field, it will ultimately cut 
down the profits of the Export-Import Bank? 

Mr. Wavau. No; I do not follow you on that. 

Mr. PassMAN. I am talking about the net profits which you return 
to the Treasury. If you have taken appropriated funds out of your 
profits, spending dollars to administer something which is repaid in 
local currencies, there is nothing accruing to ‘the account of the 
Export-Import Bank, so it is bound to reflect in your net profits to the 
Treasury; is it not? 

Mr. Wavan. Yes, sir. The only exception might be where we 
would use Cooley |funds in connection with a dollar loan, when we 
would not make the dollar loan unless we had the Cooley loan to go 
with it. 

Mr. PassmMan. I am trying to get on your side of the table for a 
minute. 

Mr. Waveu. Thank vou. 

Mr. Passman. If this workload grows, eventually a larger percent- 
age of the total dollar appropriation would go toward administering 
local and soft currene ies; would it not? 

Mr. Waveu. That is correct. 

Mr. Passman. If you would prepare something on this for the 
record, we would appreciate it. 

Mr. Waven. Very well. 

(The information requested follows:) 


Dollar expense for administration, foreign currency loans (Cooley) chargeable to 
Eximbank’s administrative expense limitation 





! 
Actual, | Estimate, Estimate, 
1959 1960 1961 


ND I WRNOD occ ci uueetensccntéecneanasen ‘niewen $9 $130, 000 $155, 000 
Travel ,6 13, 500 18, 500 
I I iio cnn tnienis igi geinesail en ania nine | 100 100 
Rents and utility services , 28 7, 300 8, 250 
Printing and reproduction 300 350 
Grants, subsidies, 

retirement fund , 625 | 8, 500 10, 100 


Total expense | , 798 159, 700 | 192, 300 
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UNITED STATES AND INTERNATIONAL AGENCIES ENGAGED IN OVERSEAS 
FINANCING OPERATIONS 


Mr. Passman. Mr. Waugh, how many lending institutions do we 
have where we have American capital dealing either with local curren- 
cies’ or dollars? 

Mr. Waveu. Including our participation in international organ- 
izations? 

Mr. PassmMan. Yes; all of them. 

Mr. Wauau. I would say eight. 

Mr. Taper. You might name them. 

Mr. Wavueu. The International Bank for Reconstruction and 
Development. The International Finance Corportion. The pro- 
posed international affiliate to be known as IDA.. The International 
Monetary Fund. The International Cooperation Administration. 
The Inter-American Bank, which is now in being. The Development 
Loan Fund. The Export-Import Bank. I think that is eight. 

Mr. Passman. You have another one, IDA, which is proposed. 

Mr. Wauau. Mr. Chairman, here is a statement of United States 
and international agencies engaged in overseas financing operations, 
which includes every agency except the International Monetary Fund, 
which I would be very happy to furnish you if you should like to put 
it in the record. It is very complicated. You may not want it. 

Mr. Taser. Have you an extra copy of that? 

Mr. Wauau. Yes, sir. 

Mr. PassMAN. Without objection, we shall insert the entire table 
in the record. I think it would be of considerable interest to the 
committee. 

(The table referred to follows:) 
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PRINCIPAL DISTINGUISHING CHARACTERISTICS OF DLF, Exrwpank, IBRD, anv 
ICA 


1. EXIMBANK AND IBRD 


(a) Eximbank is normal souree of lending where foreign borrower wishes to 
purchase goods and services in United States and has capacity to repay in dollars. 

IBRD is normal source of lending where foreign borrower wishes to purchase on 
basis of worldwide competitive bidding and has capacity to repay in foreign 
currency loaned, generally dollars, 

(b) Eximbank makes loans to governments or to private borrowers with or 
without guarantee of private banks, substantial stockholders, or governments. 
Kximbank is enjoined by statute to encourage and supplement private capital 
but its activities are limited to ordinary loans, credits, and, to a certain extent, 
guarantees. 

IBRD makes loans to governments, and to other borrowers only with the guar- 
antee of a member government. The bulk of the activities of the IBRD are in 
the public sector and IBRD only makes loans to private entities when the loan 
is fully guaranteed by the government of the borrower. 

(ce) Eximbank, being a U.S. Government agency, operates in accordance with 
the foreign financial policy of the United States. 

IBRD is an international institution, but the views of the United States are 
given weight because of its large contribution to the capital of the Bank. 


2, DLF VIS-A-VIS EXIMBANK AND IBRD 


(a) Since October 20, 1959. it is the policy of the DLF to place primary empha- 
sis on the financing of goods and services of U.S. origin To a limited extent, 
however, it will finance costs incurred in the currency of the borrower and will 
permit some flexibility in order to avoid hardship. 

(b) DLF has most liberal terms of repayment and therefore concentrates its 
activities in those countries which the United States desires to assist but which 
have the least capacity to repay in dollars. It is the only institution which can 
lend in dollars or other hard currencies and take repayment in the currency of the 
borrower. Also, where necessary, it will take repayment over a longer period and 
will charge a lower rate of interest. 

(c) DLF has a strong legislative directive to operate in the private sector, to 
encourage private enterprise abroad, and to assist in the participation of U.S. 
private investment in foreign economic development. To further this legislative 
purpose, Congress has given DLF broad powers to engage in a variety of financial 
transactions, inciuding loans, guarantees, the taking of convertible deoentures, etc. 

(d) DLF by statute operates under the supervision and direction of the Presi- 
dent and the foreign policy guidance of the Secretary of State. 


3. DLF AND ICA! 
(a) DLF engages only in loans and financial transactions other than grants; IC ,A 
extends principally grants. 


(6) DLF objective is long-term economic development of less developed areas; 
ICA also has other objectives. 


(c) DLF finances specifie projects and programs; ICA often finances commodity 
imports and general programs. 


FINANCIAL STATEMENTS 


Mr. Taper. Mr. Chairman, there is one thing which we do not 
have, and that is a balance sheet of the Export-Import Bank. I think 
it very important. 

Mr. PassMan. I thought we had requested that and it had been 
inserted in the record. Did we not do so? 

Mr. Wauau. Yes. 

Mr. Taper. On what page is that? 

Mr. AnpERSON. That appears on page 28. 

Mr. Passman. That is to be inserted in the record. 


1 Exclusive of investment guarantee program. 





Mr. ANDERSON. That shows assets and liabilities. That appears 
page 28. 

Mr. Wauau. Starting on page 25, Mr. Taber, we show our financial 
transactions with the Treasurv, cash receipts and disbursements. 
Then on page 26 we have the Export-Import Bank’s administration 
of programs for the United States and other agencies. That is con- 
tinued on page 27. Then on page 28 is our comparative statement of 
condition. 

Mr. Taser. I see. 

Mr. PassmMan. That is complete. Without objection, we shall 
insert pages 23 through 28 in the record. 

(The pages referred to follow:) 


ACCOUNTABILITY FOR FUNDS 


Limitation on administrative expenses (accrual basis)—fiscal year 1959-—-Comparison 
of actual performance by objects with limitation 


1959 estimate ! 1959 actual 
Personal services: 

Total number of permanent positions..........-........--...--.- 234 | 234 
Full-time equivalent of all other positions__......-.-- iineinicioe Or Vine wececis melon 

Average number of all employees_.................-..-.--.--..- 224 221 
EEN 8 nicaucadt aaehab hkadednnekekdabsadhsankoonecacus $7, 663 $7, 663 
RNIN the et ee) 9 ) 
Number of em mployees at end of ee Bde alana 234 22 
Br INN aa coach ste wrtircitn Sido gnepens ce lc SS $1, 742, 200 $1, 725, 324 


Temporary positions. inew vans Be OEY Ciicecinaacae naa 

Payments for overtime work cannes 23, 000 22, 825 
Excess of annual leave earned over leave taken 7, £00 | 5, 484 
Payments to Advisory Committee 

















a ee i See ae ed he gate 3, 200 2, 350 
ea tae 
aL ORIN URINE So aiid cccnimamnnccseathunnawaatenanmns 1, 777, 900 1, 755, 983 
OR NOs i Re fee } 90, 000 63, 518 
03 Transportation of things CERES EI OE IN nS PEE 2, 000 206 
04 Communications services.............................. psieniteonin bane 29, 000 27, 280 
ae Be Cer eee PRO 0. | connanwanoenaeenatmecsadscueumas 150, 000 148, 021 
ar nt ee. eu pachainneauianiclanidin's 27,000 | 25, 864 
07 Other contractual services Seca cna ae Cea Ie ce aaad 7 32, 704 33, 591 
Services performed by BARGUODANMIOR! 5 \ oe 17, 60 17, 520 
Oe ae I RIS pc ks en ee aoaecacmbwena 22, 100 21,918 
11 Contributions to retirement fund_.........-...--..----.-------- neo 111, 400 110, 628 
aa Rey II ee cm mniiciimee nmin eae 300 268 
OG COTTIER GO CEORUOE <6 cccncncccanedncwecssecccsscseeseeq 2, 260, 000 
Less: Reimbursements from other accounts 2__...............----------- 53, 000 
Net accrued administrative expenses, limitation *_.............---- 2, 207, 000 | 2, 151, 238 
SO VATS On) DANE AEE VO GROONIOOR PORMEOG gg on ik cece cccceccennn|eacccecscencuses | 55, 762 
1In conformity with approved reapportionment. 
2 See the following: 
1959 estimate 1959 actual 
| ' 
Reimbursements from other accounts | 
01 Personal services. ..............- a a es en a ge $46, 080 | $46, 839 
he Sr a ie hn on deccceceeccececcasenun | 125 | 96 
B.S BE Tie I 6 oie ccc nnccnececcnctccsswkene 2, 600 | 2, 567 
06 Printing and reproduction_...........----.------ satninciea ae 1, 425 1, 395 
ee ns Os ooo wie ies ce ndccmncosccancn | 70 | 32 
11 Contributions to retirement fund-__.........-..--..-- Jo enis 2, 700 | 2, 630 
sactnosnaaniaitaibe nace akaamibaiiaine 2 
ee I i ions cn ciseasceabnnedcetewns 53, 000 | 53, 559 


Approved limitation, Public Law 85-766, $2,055,000, and Public Law 86-30, $152,000. 
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EXIMBANK’S ADMINISTRATIVE EXPENSES 
Quarterly apportionment by Bureau of the Budget, fiscal years, 1959 and 1960 


| 
Quarter Personal Other Total ap- | Actual ex- 
services portionment | penditures 


Fiscal year 1959: 
$432, 350 $124, 600 950 $549, 664 
449, OOO 118, 150 f 150 549, 749 
449, 000 121, 850 570, 850 | 551, 077 
447, 550 117, 500 35, 050 554, 307 
» @¢7, 900 482, 100 } 2, 260, 000 2, 204, 797 


450, 000 137, 000 587, 000 580, O86 
470, 000 | 160, 000 | 000 566, 709 
490, 000 72, 000 000 


i“ 


510, 000 168, 000 78, OOO 


1, 920, 000 637, 000 » 557, 000 





SUMMARY OF CASH RECEIPTS AND DISBURSEMENTS RELATING TO ACTIVITIES 
UNpbER Export-Import BANK Act, CALENDAR YEAR ENpDED Dec. 31, 1959 


Eximbank’s own programs 


FINANCIAL TRANSACTIONS WITH U.S. TREASURY 


Receipts: Notes issued to Treasury : 133, 200, 000 
Disbursements: 
On notes held by Treasury: 
Repayments of principal .._-- $619, 900, 000 
Payment of interest___-_- SBE E 46, 534, 459 
Payment of dividend to Treasury - 22, 500, 000 


= 688, 934, 
Net disbursements by Bank to U.S. Tre 
Net receipts — 242, 603, 756 


FINANCIAL TRANSACTIONS WITH BORROWERS, 


Loan program: 

Receipts: 
tepayments of principal on loans $599, 130, 807 
Loans financed by private capital 22, 572, 641 
Interest income on loans 141, 412, 442 
Sale of equipment 244 
Deferred credits__- aR 805, 620 

Disbursements: 
Loans disbursed _-_--_- 515, 956, 011 
Administrative expense ; 2, 237, 224 


Miscellaneous assets__ 683 


519, 619, 918 


Net receipts, loan program 244, 301, 836 
Insurance program: 
Receipts: Premiums on policies $13, 525 
Disbursements: Administrative expense - - - 5, 569 


Net receipts, insurance program 


Net receipts by Bank on programs.........-.--------- 244, 309, 


) 


o 


1, 706, 036 





we 


no“ 


|, & 


SuMMARY OF CASH RECEIPTS AND DISBURSEMENTS RELATING TO EXIMBANK’S 
OTHER FUNcTIONS, CALENDAR YEAR ENDED Dec. 31, 1959 


Ex-Imbank’s administering of programs for United States and other agencies 


Cash balances, Jan. 1, 1959______________ ie fer eee ia $26, 833, 660 
FINANCIAL TRANSACTIONS WITH U.S. TREASURY 
Receipts: 
Funds provided through ICA______--___- $3875, 786, 258 
Notes issued to Treasury, DprA... 596, 402 
Notes issued to Treasury, Rt ne 28 135, 593 


3/76, 518, 253 
Disbursements: On notes held by Treasury: 
ICA notes: 
Repayment of principal _ _ : 24, 258, 427 
Payment of interest__- 24, 263, 041 
DPA notes: 
Repayment of principal 3 5, 267, 391 
Payment of interest___ 672, 203 
RFC notes: 
Repayment of principal — - Sd 9, 131, 956 
Payment of interest 128, 804 
To miscellaneous receipts of U.S. Treasury: 
ICA appropriated funds 19, 697, 964 
Agreement, Feb. 27, 1953, with Fed- 
eral Republic of Germany _ - . 197, 580, 000 
To foreign transactions special fund ac- 
counts of U.S. Treasury: ICA appropri- 
ated funds.._.._.. a 12, 202, 489 
teturn of investment to Treasury Depart- 
ment—RFC liquidation _ - 10, 532 
— 293, 512, 80% 





Boe s a 83, 005, 446 


Net receipts from U.S. Treasury 


Total_—- 109, 839, 106 


FINANCIAL TRANSACTIONS WITH BORROWERS, ETC. 


ICA program—Loans: 
Receipts: 


Interest collected on loans $51, 718, 747 
Principal repayments on loans___- 24, 188, 000 


906, 74 
fey, « y, é ‘ 
Disbursements: 


Loans disbursed 368, 711, 530 


From special funds_ _ _- 15, 846, 977 
384, 558. 507 
Net 308, 651, 760 
Defense production program: 
Receipts: 
Interest collected on loans $1, 298, 487 
Principal repayments on loans___- $f, O40, OSD 


RFC foreign assets in liquidation 
Receipts: 
Principal repayments on loans_- Y, 


O06, 231 
Interest collected on loans 564, O90 
9, 570, 321 
Agreement, Feb. 27, 1953, with Federal Repub- 
lie of Germany: 


Receipts 


Interest per agreement _ - 23, 621, 822 
Principal per agreement 173, 958, 178 
S L97, 580. 000 
ICA program—lIndustrial guarantees: 
Heccinis: Guaranty lece. 2 oo ken owe ea dawsinawe dd 1, 389, 159 


ee —¥ 1, 773, 104 


Net disbursements on programs- -_-~------- 


Cash balances, Dec. 31, 1959_....----------------- -- 15,066, 002 
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SUMMARY OF RECEIPTS AND DISBURSEMENTS RELATING TO FOREIGN CURRENCY 
Funps, Sec. 104(£) Pustic Law 480, as AMENDED, STATED IN DOLLAR EQuiy- 
ALENTS, CALENDAR YEAR ENpDED Desc. 31, 1959 


Sec. 104(e) Public Law 480, Cooley program 


NS EES, | a a ee a ee ee ea $26, 438, 909 


Receipts: 
Funds transferred from Treasury account 20FT580-_-___ _- 94, 903, 524 
Interest collected on loans and bank deposits_-_.-- ~~ ~~~ - ss 444, 515 


95, 348, 039 

Disbursements: 
Loans disbursed____- : 20, 536, 757 
Loan administration costs, nonrecoverable ‘ SI a eri 20, 793 


20, 557, 550 
Net receipts, Cooley program ----- 
Cash balance, Dec. 31, 1959 


CoMPARATIVE STATEMENT OF CONDITION 


| 


Assets: 
: $1, 706, 036 | $13, 130, 703 
Loans receivable __. | 3, 201, 284, 607 3, 314, 041, 907 
Borrowers’ liability under guaranteed letters of credit............_- i 895, 667 158, 312, 579 
Accrued interest on loans } 26, 924, 881 32, 898, 007 
Other assets 429, 239 162, 983 


. 240, 430 3, 518, 546, 179 


Liabilities: | 

Investment of U.S. Government: } 
Notes payable to U.S. Treasury , 631, 200,000 | 1, 817, 900, 000 
Capital stock held by U.S. Treasury , 000, 000,000 | 1, 000, 000, 000 
Earned surplus: Reserve 592, 691, 647 | 528, 487, 328 


I ie en a creel e ee ancnueaaoe italia Rea a ae oe | 3,223, 891, 647 8, 346, 387, 328 
Accounts payable t . ; 113, 485 68, 334 
Trust and deposit liabilities 405, 061 1, 629, 928 
Deferred and undistributed credits 4, 287, 948 3, 482, 327 
Reserve for employees accrued annual leave 256, 371 | 265, 568 
Guaranteed letters of credit outstanding 114, 895, 667 | 158, 312, 579 
Liability on guaranteed loans disbursed by commercial banks- | 1, 390, 251 | 8, 400, 115 


Total liabilities | 3, 345,240,430 | 3, 518, 546, 179 
| 


—= 





COMPARATIVE 





Year ended— 


| Dee. 31, 1959 | Dee. 31, 1958 


Income: 
Interest on loans__. = . $135, 489, 613 $115, 630, 378 
FY CRIS, «on. con emnneeintntenanadnancyieweneseados auaaus a 13, 525 41, 847 


Total income ; 135, 503, 138 


115, 672, 225 


Less operating expenses: 
Interest paid to U.S, Treasury : 46, 534, 459 35, 502, 953 
Other ; i 2, 237, 224 2, 299, 194 


Total operating expenses... ......--...-. alaaiaieeeicumg ae i a 48, 771, 683 


37, 802, 147 


PD SI arate a annie Srl akkbiedibn ican ioauc a ee 86, 731, 455 77, 870, 078 


SUMMARY OF LOANS 


Mr. Passman. What are the receivables of the Export-Import Bank 
at this time? 

Mr. Wavuaeu. Here is a summary of loans as of March 14, 1960, 
which gives the total amount of loans we have authorized, those 
which have been taken over by others, the total disbursements we 
have made over the term of years, the total payments we have re- 
ceived, the loans we have outstanding, and the undisbursed authori- 
zations on commitments we have made. This itemized statement, 
Mr. Chairman and gentlemen, is segregated by the areas Africa, Asia, 
Canada, Europe, Latin America, Oceania, and others. We submit 
that summary if you care to put it in the record, as of this date. 

Mr. Passman. Without objection, we shall insert this information 
in the record. 

(The document referred to follows:) 
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RESERVES FOR LOSSES AND LOSSES 


Mr. PassMAN. What are your reserves for loss on bad accounts? 

Mr. Waueu. As of February 29, there were $550 million, plus the 
fact we have earned surpluses which are not put into the reserve 
account until the end of the year, until all chargeouts are made, of 
an additional $56 million. 

Mr. Passman. What have been your losses since the inception of 
the Export-Import Bank? Do you have that information cumu- 
latively? 

Mr. Wauau. The losses which have been charged off since the 
inception of the Bank are $2.8 million, which is three-tenths of 1 
percent. 

Mr. Passman. How does that percentage compare with losses of 
commercial banks? 

Mr. Wavau. It is substantially less than commercial banks. I 
should say, however, Mr. Chairman and gentlemen, that we have in 
the unpaid portion of our portfolio, in our outstanding loans, some 
problem cases, which you always have if vou are lending for 26 years. 
The problem cases are in your unpaid accounts. 

Mr. Passman. But your actual chargeoffs have been $2,800,000? 

Mr. Wavuau. That is correct. 

Mr. Passman. In 25 years. 

Mr. Wauau. Twenty-six years. 


DELINQUENT LOANS 


Mr. PAssmMANn. What is the total of the number of accounts, or 
loans, in dispute, those which are doubtful, with which you are having 
trouble—the number of loans and the total amount? 

Mr. Wauvau. As of February 29, we have loans delinquent as to 
principal of $14,581,000. We have loans delinquent as to interest of 
$11,489,000. 

Mr. Taper. Does one figure include the other, or not? 

Mr. Wavuan. No, they are separate. The total is $26 million 
exactly. 

Mr. Passman. What is the amount of your reserves? 

Mr. Wavau. May I just go on and say, of this $26 million, $20,926,- 
000, or 80 percent of the total, represents the unpaid loans to the 
Republic of China, which we have reported to this committee from 
time to time. So if you deduct the $20,900,000 off the $26 million, 
we have what I call current problem cases of less than $6 million. 

In addition, we have some small exporter credits which are usually 
30 and 60 days past due, but less than $200,000. 

Mr. Passman. The Bank has been in existence 26 years, and you 
deal only in dollar loans. Your losses have been $2,800,000. You 
have reserves for losses of $526 million. 

Mr. Wavaen. More than that. We have $592 million. 

Mr. Passman. I can only say I think it is a remarkable record. 
With that kind of record, I cannot concern myself with anything but 
the administrative expense. Personally, I want to commend you, 
Mr. President and members of the Bank, for doing an outstanding job, 
recognizing the value of sound dollar credits. 

Mr. Waveu. Thank you. 
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Mr. Passman. Mr. Gary? 

Mr. Gary. Mr. Waugh, you publish an annual report to the 
Congress? 

Mr. Wavuau. Semiannual, sir, twice a year. 


UNCOLLECTIBLE LOANS 


Mr. Gary. In your report to the Congress of June 30, 1959, part 1, 
on page 191, you ‘have the financial record. There it says the Bank | 
has charged off, as uncollectible, loans totaling $2.9 million instead of | 
$2.8 million. 

Mr. Wauau. It was practically $2.9 million. 

Mr. Gary. Does that mean that one of the loans you charged of 
has been subsequently paid? 

Mr. Wavuau. No. We rounded that figure. It is near $2.9 million 
instead of $2.8 million. The actual figure is $2,895, 491. 


INTEREST RATES ON BORROWINGS 


Mr. Gary. You said the Bank paid to the U.S. Treasury $260.1 | 
million in interest on money borrowed to carry on its lending opera- 
tions. Could you tell us how much interest the Treasury had to pay 
to secure that money to loan to you? 

Mr. Waveun. I cannot tell you in detail, but I can explain to you 
that the Treasury for a number of vears has given the Bank a rate 
on the money we borrow which is the average cost of the money 
to the Treasury over an approximate 7-year average. In years past 
the Bank assumed for the U.S. Government a number of lend-lease 
credits in Europe at very low rates and when those loans came due 
the Treasury gave us a rate commensurate with the rates that the 
loans were drawing. We are servicing those loans without any fee 
and they amount to approximately $1 billion. These loans run over 
a long period of years. 

In the last vear we have had a spread from 3% to last month we 
paid 4% on the borrowings of the past month, and this month we 
are paying 4%. 

Mr. Gary. And that is supposed to be substantially what it costs 
the Treasury? 

Mr. Waveu. Yes. 

Mr. Gary. So that the Treasury in general would neither gain 
nor lose in those operations? 
Mr. Wavuen. That is correct. 


















INTEREST RATES ON LOANS 


Mr. Gary. And at what interest are you loaning those funds? 
Mr. Waveu. Our rates today are 5% on some of the longer term 
loans and 6 percent on the shorter credits. 








CHINA LOANS 








Mr. Gary. Did you not have some loans in China that were 
doubtful? 

Mr. Wavan. Yes; they were the loans I have mentioned. We 
have given a detailed statement to the Appropriations Committee 
and to the House Banking and Currency Committee. It is all on 
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the record. This is the unpaid portion of loans that originally 
totaled $200 million. Red China got most of the benefits from the 
unpaid loans and we have not charged them off as you normally 
would in a commercial bank. We thought someday—which we are 
pot advocating—if Red China was admitted to the United Nations 
that we should ask them to pay these obligations to the Export- 
Import Bank. We have reported this in detail to the House Banking 
and Currency Committee. 

Mr. PassMan. That accounts for $20 million of the $26 million in 
the doubtful category? 

Mr. Wavcu. That represents $20.9 million of the $26 million we 
have delinquent in loans today. 

Mr. Taner. You have no payments on account at all on that? 

Mr. WauGu. We have some payments on loans. We have one or 
two loans on which they are paying on account and they have asked 
if they could not regulari ize the big loan. 

Mr. Taner. That is Red China? 

Mr. Wauau. No; the Republic of China, which is trying to take 
on these obligations although they did not get all the benefit. 

Mr. Gary. Do you mean the loans have been reduced from $200 
million to approximately $20 million? 

Mr. Wavuaeu. The loans originally were in excess of $200 million, 
and there has been repaid $168 million on the principal and we have 
collected interest of $21 million. 

Mr. Gary. And I believe you stated that, of the amount that is 
now delinquent, $14,581,000 is principal and $11,489,000 is interest; 
is that correct? 

Mr. Wavenr. That is exactly correct. That includes the China 
loan too. 

Mr. Gary. Over what period of years has that interest been 
running? 

Mr. Wavuaeu. The interest has been running in some instances—in 
China it has gone back since 1949, but we have not taken this interest 
into our account. We keep it here as a matter of bookkeeping record. 
Some of these other loans go back a matter of three semiannual pay- 
ments. One private loan goes back to 1955. 

Mr. Gary. Do you mean when some of the loans are repaid you 
apply the payment to principal and not interest? 

Mr. Wavuan. On the loans being paid they pay both principal and 
interest. We keep that entirely separate. 

Mr. Gary. The thing that is bothering me is that it appears to me 
$11.5 million is right much interest on a delinquency of $14.5 million. 

Mr. Wavau. That is because the delinquent interest is computed 
on the total unpaid balance of the loan. 

Mr. Gary. It is computed on your regular rate of interest? 

Mr. WauGu. The Republic of China’s indebtedness as of Febru- 
ary 29 was $28,973,166.72. Of that amount, $11,662,806.55 is de- 
linquent principal and the balance of the total figure of $9,263,952.03 
is accrued and unpaid interest. 

Mr. Passman. Will the gentleman yield? 

Mr. Gary. Yes. 

Mr. PassMan. It isa memorandum on a doubtful account, the same 
as a company would charge off a $100 no good account. Then, rather 
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than forget about it, they keep a record of it and keep a running 
account of what the interest would be if it were paid. 

Mr. Wavau. This is the unpaid interest due but it was not been 
taken into the earnings of the Bank. 

Mr. Gary. You said you originally loaned them $200 million and 
they have repaid $168 million. ‘That would leave $32 million. 

Mr. Waveu. I gave this in round figures. 

Mr. Gary. I am not questioning your statement on it except that 
I want to get the facts, that is all. 


STATUS OF LOANS TO THE REPUBLIC OF CHINA 


Mr. Wauen. Roughly speaking cumulative disbursements on the 
China loans to date are $33,216,000, of which the principal balance is 

$29,518,000, and the total delingue ney $20 million. And the repay- 
ments are $168.8 million. That plus $33.2 million makes a total of 
$202 million. 

Mr. Gary. Is there any objection to putting this table in the 
record? 

Mr. Wavean. I have no objection but it is in the Banking and Cur- 
rency Committee record. I have no objection, of course. We had 
it in a year ago. 

Mr. PassmMan. Without objection, it will be inserted in the record, 
or a copy of it, at this point. 

Mr. Wauan. We will insert a copy. 

(The information follows:) 


Status of loans to Republic of China as of Mar. 15, 1960 


| | | 

Credit No. | Disburse- | Principal | Delinquent | Past due | Total de- | Remarks 
| 
| 








ments balance principal | interest | linquencies | 
a ae eee en ae oe 
306 1_......._.1$4, 243, 750. 00| $545, 360. 00 0 |} ae | 0 Payments current. 
ee ictninws 2, 540, 947. 55) 2, 540, 947. 55)$2, 159, 806. 55) $934, 407. 41)$3, 094, 213. 96} Installments due from 
| | |} Oct. 3, 1949, to Oct, 
| 1, 1959, inclusive. 
IT iis eiechsiidatin 8, 282, 219. 17] 8, 282, 219. 17} 2, 992, 000. 00/2, 608, 606. 23) 5, 600, 606. 23} Do. 
a... 116, 650, 000. 00/16, 650, 000. 00) 5, 661, 000. 00} \5, 248, 171.2 24|10, 909, 171. 24| Do. 
Bee OS wacnenn 1, 500, 000. 00) 1, 500, 000. 00) 850, 000. a 472," 767. 13 1, 322, 767. 15} Do. 
IE i i ok \33, 216, 916. 72! 29, 518, 526. 72/11, 662, 806. 55 9, 263, 952. 03/20, 926, ’ 758 ‘58! Interest has not been 


| | taken into earnings. 
| | | 


1 Credit 395: During March 1948, Eximbank entered into an agreement with the Republic of China to 
assist their purchase of 10 war-built U.S. coastal cargo vessels. The sale was in accordance with the Mer- 
chant Ship Sales Act of 1946. Under the terms of the agreement, Eximbank received 10 promissory notes, 
each secured by a mortgage on aspecificship. Recovery of the outstanding balance of 1 of the notes resulted 
from settlement of a loss claim as a result of the sinking of the ship. 3 of the promissory notes were paid 
from the proceeds of the sale of 3 vessels by the Republic of China to the Kingdom of Thailand and in 
November 1951, Eximbank extended a loan to the Kingdom of Thailand (credit 504) in the amount of 
$1,071,340 to assist in the financing. 3 vessels were delivered by their crews to Communist China, and asa 
result of judgment rendered by the U.S. district court in Baltimore, on June 12, 1957, Eximbank recovered 
from the insurer the sum of $1,542,469.18 to cover the loss of the 3 vessels. At the request of the Chinese 
Nationalist Government, interest on the notes covering these 3 ships was reduced from 342 to 3 percent per 
annum, and penalty inte rest of 6 percent was waived. The unpaid balance of $545,360 on this credit repre- 
sents the balance due on 3 notes covering the remaining 3 ships presently being operated by the Nationalist 
Government of China. Principal and interest payments on these notes are current. 

2 Credit 396: This credit was extended to the Republic of China in February 1946 to assist its recovery from 
heavy war damages. Loan proceeds were utilized to purchase 12 vessels and 4 tankers from the U.S. War 
Shipping Administration. Such vessels were to be used for transport facilities for China’s general cargo 
trade and to provide movable storage facilities for petroleum products. 

8 Credit 397: This credit was established in February 1946 to purchase U.S. generating equipment and 
engineering services to replace war-destroyed generators and other facilities relating to power production 
and distribution. 

4 Credit 398: This credit was established in February 1946 to provide 
materials to rehabilitate 
damage. 

5 Credit 399: This credit was established in March 1946 to provide U.S. equipment, materials, supplies, 
and services to rehabilitate coal mines and reestablish maximum production. (Coal production before the 
war estimated at 34,000,000 tons.) 


transportation equipment and 
broken lines in communication and poor railroad facilities resulting from war 
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Republic of China, terminated credits 
Disbursed and repaid i $168, 827, 226. 23 
Interest collected _ . 21, 470, 983. 86 


Mr. Taser. Off the aed, 

(Discussion off the record.) 

Mr. PassMaANn. I do not question their integrity, but knowing the 
Chinese people are very good businessmen, I am wondering whether 
if they were not getting so much money fr om the United States they 
would be paying for money that was not used for the present Republic 
of China, 

DIVIDEND TO THE TREASURY 


Mr. Taner. Your capital stock is $1 billion. How long has it 
been that? 

Mr. Wavueu. Since 1945. 

Mr. Taser. Your dividends on that have been about 2 percent? 

Mr. Wauau. 2% percent exactly, sir, $22.5 million. 

Mr. Taser. Maybe that compares rather favor ably with some other 
setups, but it means a return on the capital stock of considerably less 
than the amount of interest that has to be paid by the Government. 

Mr. Wauau. Mr. Taber, we would have no objection to increasing 
our dividend to the Treasury. We have asked the last two Secretaries 
of the Treasury if they would like to have us increase this amount. 
Our earnings justify it and we have no objection to increasing it. 
If | may go off the record a moment. 

(Discussion off the record.) 

Mr. Taper. I think that is about all I have. 

Mr. Gary. Mr. Chairman, may I ask one more question? 

Mr. PassMan. Yes. 


DELINQUENT LOANS 


Mr. Gary. Does this $26-million-odd figure that you gave us include 
all delinquent loans? Are all the rest of your loans current? 

Mr. Wauau. With the exception of some small exporter credits 
that total $196,000 which are just currently becoming due; ves; that 
includes all our delinquent loans. 

Mr. PAssMAN. Except $196,000? 

Mr. Waueu. These are small exporter credits which are semiannual 
payments in several countries that for the most part are not over 6 
months past due. 

Mr. ANDERSON. Sometimes there is a delay in transmittal from a 
foreign bank. Sometimes they are not delinquent; it is just a matter 
of ineptness in forwarding the money. 

Mr. Passman. And you have included in this $26 million all except 
the $196,000? 

Mr. Wauacu. And I have a detailed statement of the $196,000. 

Mr. Gary. That is a very unusual record. 

Mr. Passman. I want to repeat, it is a fantastic record. You have 
only $196,000 in small exporter credits and $26 million principal 
covering all the loans that are delinquent. That is a remarkable 
record. 

Mr. Wavau. | would like not to put them in the record because it 
might be embarrassing to the countries. They may say, ‘ You have 
listed me delinquent when it might be cleared up in 30 days.”’ 
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Mr. Passman. If you would just list the amounts without the names, 
Mr. WauaGu. You see my position? 
Mr. Passman. Yes. 


(The following information was submitted for the record:) 


DELINQUENT INSTALLMENTS AS OF FEBRUARY 29, 1960 


A total of $26 million was de linquent as of February 29, 1960, representing $14.5 
million principal and $11.5 million interest in matured unpaid installments on 13 
development and project loans. An additional $196,700 in delinquencies at that 
date involved 34 exporter credits, including principal of $179,100 and interest 
of $17,600. 


STATUS OF FOREIGN CURRENCY FUND, PUBLIC LAW 480 


Mr. Taser. I want to be sure your table on page 37 of the justifica- 
tions is in the record. 

Mr. Passman. Without objection, we shall insert page 37 in the 
record at this point. (The information may be found on facing page 
33.) 

Mr. Taser. It says “Transferred to EIB Treasury account.” | 
do not know just what that means. I would like to have you tell us. 

Mr. WaveGu. All payments on foreign currency loans, both princi- 
pal and interest, as received, are transferred immediately to the 
Treasury. 

Mr. Passman. You are dealing with Public Law 480 here altogether; 
are you not’ 

Mr. Waveu. Mr. Walsh calls my attention to the fact, Mr. Taber, 
I was completely wrong on that. When the Public Law 480 payments 
are i agreed upon and received by the Treasury they are transferred to 
the E xport-import Treasury account, and the funds in the column 


“Transferred to EIB Treasury account” represent the amount we can 
loan in any of these countries. 


STATEMENT OF LOANS AND AUTHORIZED CREDITS IN CURRENCIES OF 
OTHER COUNTRIES (PUBLIC LAW 480) 


Mr. Taser. Is there anything that shows how much you have 
outstanding at the present time of loans under Public Law 480? 

Mr. Wavau. We have a detailed statement as of January 31, 1960, 
showing loans and authorized credits in currencies of other countries 
under section 104(e) of Public Law 480, itemized by countries. It is 
a statement of about six pages of detail by countries as to the amount 
of loans and amount of payments received. 

Mr. Passman. I think that should be placed in the record. 


Mr. Taser. | think so, because I do not know how we ean tell 
anything about it if we do not. 


Mr. Passman. We shall insert the entire table. 

Mr. Wavcu. We will bring the statement up to February 29. 

Mr. Taser. If you will put in what the latest is. 

Mr. Wavceu. We will bring it up to February 29. This shows not 
only the country, it shows the purpose for which the loans were made, 
the date they were authorized, and all about it. 

Mr. Passman. That is entirely Public Law 480? 

Mr. Wavau. Yes, sir. 


(The information may be found beginning on page 34.) 
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(The table follows:) 
IExPORT-IMPORT Bay 


Stalement of loans and credits authorized in currencies of oth 





ee, 


| Credits authorized 





Country and obligor |} Creiit Purpose | 
(guarantors in parentheses) | No. | 
Date Amount 
entails aicieneanae sabia cecliniaiisiageasiiaiea ta cneiiiipatidnlich aie 
| | | 
ASIA | | 
Ceylon (amounts in Ceylon | 
rupees): | 
Pfizer-Dumex, Ltd. (Chas, | C-83-1 Facilities for manufacture of | Dec. 31, 1959 2, 000, 0 
Pfizer & Co., Inc.). | pharmaceutical products. 
China (amounts in new Taiwan | 7 
dollars): | 
Taichang Industrial Corp., | C-84-1 Expansion of cement plant..} Aug. 20,1959 | 4, 233, 00 
Ltd. | 
Ingalls-Taiwan Shipbuilding | C-84-2 Expansion of shipyard facil- |-.... 0 chins 25, 000, OX 
& Dry Dock Co. (Central | ities. 
Trust of China). 
Foremost Dairies (Taiwan) | C-84-3 Working capital_........--.- Oct. 1, 1959 3, 000, 00 
Ltd. (China Development 
Corp.). 
I I 32, 233, 00 


India (amounts in Indian rupees): | 

Otis Elevator Co. (India) | C-86-1 | Working capital.....-.....-- May 29, 1959 1, 000, OX 
Private, Ltd. (Otis El- 

evator Co.). | 


The Goodyear Tire & Rub- | C-86-2 Facilities for rubber prod- | Jan. 12,1960 22, 500, 00 
ber Co. ucts manufacturing plant 
Synthetics and Chemicals, | C-86-3 Construction of synthetic | Feb. 9, 1960 27, 100, 00 
Ltd. rubber manufacturing 
plant. 
Hindustan Aluminum Corp., | C-86-4 Fixed asset expenditures for |_-..- do....-...] 10,000, 00 
Ltd. | construction of aluminum 
plant. 
Mysore Cements, Ltd-..-.---- C-86-5 Construction of cement Feb. 11, 1960 5, 500, 000 
plant. 
ata la Catch ciguwek cree halwrmanawecipabiw : snag ial snte i sia sate 66, 100, 00 
Israel (amounts in Israeli pounds): 
Israel Bank of Agriculture, | C-71-1 Facilities for grain storage...| Dec. 11,1958 3, 720, 00 
Ltd. 
Dagon Batey-Mameuroth le- | C-71-2  |--.--- ee a edaeaius 1, 550, OO 
Israel, Ltd. (Ellern’s Bank) | 
Silos & Warehouses Co., Ltd. | C-71-3 [--... Slices adnate eae ncaa 360, 00 
(Bank Leumi le-Israel 
B.M.). 
Samson Tire & Rubber Co., | C-71-4 Facilities for tire and tube fe ecacc ard 370, OO 
Ltd. plant 
Alliance Tire & Rubber Co., | C-71-5 Facilities for tire and rubber |.-...do.....--- 775, OO 
Lid. plant. | 
The United Saran Plastic | C-71-6 | Facilities for plastic prod- |-.--- GO xcamanion 50, 00 
Corp., Ltd. } ucts 
Kaiser-Frazer of Israel, Ltd. | C-71-7 Facilities for automobile as- |.....do-......-- 3, 410, 00 
(Industrial Development sembly plant. 
Bank of Israel, Ltd.). 
Suliatan, Ltd. (Palestine | C-71-8 Facilities to produce soles |.....do ....-- 60, OO 
Economie Corp.). and heels. 
Serafon Resinous Chemicals | C-71-9 Facilities to produce plastics |..--- GRiccces 125, 00 
Corp., Ltd. (Palestine Eco- and chemicals. 
nomic Corp.). 
Paradise Mattress & Couch | C-71-10 | Facilities to produce mat- |----.do....---- 50, 00 
Co., Ltd. (Industrial De- | tresses and furniture. 
velopment Bank of Israel, 
Ltd. 
Mechanico, Ltd., (Workers’ | C-71-11 Facilities for rebuilding au do. 190, 00 
Bank, Ltd.). tomotive parts 
Palestine Milling & Trading | C-71-12 | Facilities for grain storage do 200, 00 
Co., Ltd., (Barclays Bank, 
D.C.0O.) 
Sonol Israel, Ltd., (Industrial | C-71-13 | Facilities for petroleum dis- do 1, 100, 00 
Development Bank of Is- tribution. 
rael, Ltd.). | 
Solpek Steel Corp., Ltd. (In- | C-71-14 | Facilities for steel processing |---..d a 360, OO 
dustrial Development Bank plant. 


of Israel, Ltd.). i 1 \ 


OF W AS 


ynl ‘ 
COUNTTLTE: 


Cancel 


tions a 


expirati 





30 


Baye or WASHINGTON 


othe countries under sec. 104(e) of Public Law 480, Feb. 29, 1960 








| acme 
i Cancella- Undisbursed balance | Status of loans Interest and 
eh eget eget = ee commissions 
— expirations collected 
int Amount | Expiry date Disbursed Repaid Outstanding 
— —- ——--- Se $$ —$$—$_$__—_ | —____ - _ _ = 
| | 
' 
), 00 2 OOO, OOO Dec BR RO Bi a es | 
j | 
——_ 
=} 
' 
3 ON 4, 233,000 | Dec. 31,1959 | 
» On 25, 000, 000 June 30, 1950 ] 
), 00 do 3, 000, 000 i rn). OOO 
OM 29, 233, OOO _ 3. 000, OO 3.000. O00 
OE a 1, 000, 000 Dee. 31, 1960 2 
On i 22, 500, OOO July 15, 1961 
, OM 27, 100,000 | June 30, 1962 ; 
wii 10, 000, 000 July 15, 1963 
on . 5, 500, OOO Aug. 15,1951 
On 66, 100, 000 : 
000 2, 62 v0 Oct 31, 1960 1, 100, OOO 1. 100, 000 
, OO 150, 000 | Sept. 30, 196K 1, LOO, OO ¥), OOO , RY 
00 360, OOO ‘yl KO) 258. OL 
OF -| | 370, OO . i OU 
“00 . 775, OOO 7 Wn 7, 645. 83 
000 sO) OOO uM 
00 3, 410, 000 | Sept. 30, 1960 
On 20, WOO i | 10, QUO 410, OOO g 4 
OO do 125, 0 4 16. ¢ 
00 cence “ alee a ale a as sai 50, OOO ra 0, OOF 70. 21 
00 ciiinininnaanein a 70,000 | Sept. 30, 1960 120, 000 |... . 20, Of l4 
00 scsi ijncbus “anarep ania ie 20,000 |... do__- - 180, 000 . 180, OOO 
000 ‘ ic aoe 100, 000 |.....do oe 1, 000, 000 pais ; 1, 000, 000 14, 024. 99 
00 iieinwra ig asticos oak ne 360,000 |... ss ace oe ac ini caddies nee secaiins - ‘ 
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Expo 


RT-IMPORT BANK gy 


Statement of loans and credits authorized in currencies of other countrig 





Credits authorized 
Country and obligor Credit Purpose arene areas 
(guarantors in parentheses) No. 
Date | Amount 
ASIA—continued 
| 
Israe]—Continued | 
Kadimah Chemical Corp C-71-15 | Facilities for chemical plant.| Dec. 11, 1958 | $775, 0 
(Industrial Development | 
Bank of Israel, Ltd.). | | 
Israel Fine Cotton Spinning, | C-71-16 | Facilities for cotton-spinning |---.- CPinnancus 1, 900, 0% 
Ltd. (Industrial Develop- | } mill. 
ment Bank of Israel, Ltd.). | | 
Moller Textile Corp. (El- | C-71-17 | Facilities for textile plant....| Feb. 5,1959 1, 500, 0% 
lern’s Bank). | | 
Sefen, Ltd. (Industrial Devel- | C-71-18 | Facilities to produce soft- | July 23,1959 720, 000 
opment Bank of Israel, | | board and hardboard. 
Ltd.). | | 
“Dawe's-Abic,”’ Ltd. (In- | C-71-19 | Facilities to produce animal | Sept. 24, 1959 185, 000 
dustrial Development Bank feeds and medicine. | 
of Israel, Ltd.). | 
American Israeli Paper Mills, C-71-20 | Expansion of paper mill fa- |...-- GD sieves 2, 000, 000 
Ltd. (Industrial Develop- | cilities. 
ment Bank of Israel, Ltd.). | 
The Ashdod Co., Ltd. (Bank | C-71-21 | Construction of Industrial | Nov. 12,1959 1, 238, 000 | 
Leumi le-Israel, B.M.). | projects and workshops. | ' 
Silos & Warehouses Co., Ltd. | C- 71-22 | Construction of grain stor- | Dec. 11, 1959 225, 00 
(Bank Leumi _le-Israel, | ; age facility. | 
B.M.) | | 
Haifa Silo, Ltd. (Bank Leumi | C-71-23 |-....do.......-.--..---------- SR esac 500, 000 
le-Israel, B.M.) | } 
Rastrom, Ltd. (Industrial | C-71-24 | Facilities for production of | Dec. 31,1959 200, 000 
Development Bank of Is- | precast concrete. 
rael) 
Amcor, Ltd. (Industrial De- | C-71-25 | Facilities for the production | Jan 5, 1960 1, 180, 00 
velopment Bank of Israel, of compressors. 
Ltd.) 
Nee en nn enn ee oe peda pease Ce nan siebemeeaeee 22, 743, 00 
Korea (amounts in Korean | 
hwan): | | 
Oriental Brewery Co., Ltd. | C-8%1 | Storage vats for brewery...-| July 23,1959) 100,000,000 
(Commercial Bank of | | 
Korea) 
Pakistan (amounts in Pakistan | | 
rupees): | 
Warner-Lambert (Pakistan) | C-91-1 | Facilities to produce phar- | Dec. 31,1958 1, 000, 000 
Ltd. (Warner-Lambert | | maceuticals. 
Pharmaceutical Co.). | 
Dumex Ltd., Pfizer Eastern | C-91-2 Construction of pharmaceu- | Oct. 1, 1959 2, 000, 000 
Corp. (Charles Piizer & | | tical plant. 
Co., Inc.) | | j 
Lederle Laboratories (Paki- | C-91-3 | Working capital for pharma- | Nov. 12, 1959 1, 500, 000 
stan) Ltd. (American Cy- | ceutical plant. | | 
anamid Co.). | | 
Abbott Laboratories (Paki- | C-914 | Facilities for pharmaceuti- | Nov. 25,1959 2, 000, 000 
stan) Ltd. (Abbott Labora- | | cal plant. 
tories). | | 
ee ee NS es te ak eb snsennenasaceacubes ciankaaehnbas 6, 500, 000 
Philippines (amounts in Philip- 
pine pesos): 
Pacific Engineering Co., Inc..| C-92-1 | Facilities to produce port- | July 10,1959 500, 000 
| able gas pressure vessels. | 
| i = 
Turkey (amounts in Turkish 
lire) | 
Williams Bros. Co...........- C-77-1 Construction of pipelines....| June 18, 1959 6, 000, 000 
Abbott Universal Ltd. (Ab- | C-77-2 Facilities to produce phar- |____- DD cece 4, 616, 000 
bott Laboratories). | maceuticals. 
Singer Sanayl, A. S. (Singer | C-77-3 | Working capital_...........- een isataoceial 1, 650, 000 
Manufacturing Co.). | 
Pfizer Ilaclari, A. S. (Chas. | C-77 Facilities to produce phar- a Os wisceal 7, 000, 000 
Pfizer & Co., Inc.). maceuticals. 
Minneapolis-Moline Turk | C-77-5 Facilities to produce agricul- | Jan. 12, 1960 7, 000, 000 
Traktor ve Ziraat Makine- | tural and construction 
leri A. §. | equipment. 
Ie nn eee 26, 266, 000 
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trig under sec. 104(e) of Public Law 480, Feb. 29, 1960—Continued 












































| | 
| Cancella- | Undisbursed balance | Status of loans Interest and 
— | tions and : commissions 
: | expiragions | collected 
nt ipa | Amount | Expiry date Disbursed Repaid Outstanding 
a a a Se ge ge ee 
| 
| j | | 
a | | | 
5, Od ae ae $775,000 | Sept. 30, 1960 |...-...--.-.--- fe ae 4 wie Ne oa aa 
Od et tat 1,900,000 |_..-- ee NN ER ak ae ca ee 
| | 
= 
0, 064 i teas | 1,000,000 |_-__- press! ene NOG Oe $500, 000 | $7, 608. 32 
MN Wise cessceun 320,000 | June 30, 1960] niet. CIT icicle 
5, 00 Os i i it eet 
| 
| | | 
0, 00 pee hE Ho Datel a ES a La) a) 2000000 1. nonncecccce 9000:000 |... es 
BN ctisinn | 1,238,000 | Sept 30, 1960 |........--..-.- ciel vices lnietnaanagh bsesaiiammalgieaia 
5, 00 Ee I a A a cic re chiadincip tdi cninlbiishdtpeinind ileal cates 
| 
BE iit 500, 000 |... Riiniavieke acai in sates soesib igen Aaa aca 
| } 
D, 000 tt 200,000 |_...- i i I Abe Ee oe 
D, 004 TR 1,180,000 | Jan. 31, 1961/.......-------- id i a coe ee 
| 
oie ic et eel 
3, 000 Steeschatoemesd BO SE a cocee 8, 170, 00 60, 034. 81 
I ra eee a Meee ae ale | 100, 000, 000 S iliaines | 100, 000, 000 186, 301. 00 
{ 
a aoe wat ep Ee ——"- 
0,00 fF | | 51900! 5 £00, ¢ 
Stik nace aed 500,000 | Dec. 15,1960 OO oo ienccnuncss 500, 000 | 11, 356.03 
| 
BT beevoccnnsees- 2,000,000 | Nov. 15,1960 |...........---- stsshb isco nsceibiahtcacalaallams dada 
| | 
he CE P RRO OOR TeRe UE BOON Fo ins ecie scl cnanwiswnavnes acct gar Us alata 
j } 
0, 008 tae cilia i i i aces ell ei aden 
| | 
— | | 
el a ee 
Ssnmtinineniosiapes | 6,000,000 |.....-..-.----- GEO fons tenes 500, 000 11, 356.03 
| | | 
| | 
oe a a is See Linencnepensccs ca haea seis 
| 
= —S ———_— i SS —— = = = ———=S=SS_s 
| 
+ OO aa Re ees Me ce ae S:000000 boo O08 0001 oe 
eS Sienna ch Bn wagiige aecaenl £, 616, 000: |... 2222-0 4, 616, 000 } 67, 316. 67 
| lisryiciniscetcieica niin panic TORI con ctscsclcns 1, 650, 000 18, 287. 50 
0, 000 S crichinnannaah (Seen ares: Cerner aa 7,000,000 |.....--.---..- 7, 000, 000 9, 527.77 
| 
0, 000 Se 7,000,000 | May 31,1960 |-.......-.----- See no i nauealleen ceases apis 
— 
ee \ FO O08 tc cncncewcdwanl Tk - 3 ee 19, 266, 000 95, 131. 94 








Country and obligor 
(guarantors in parentheses 


France (amounts in new 


Compagnie 
des M au hines . 
Union Chimique Atlantique 


Internationale 


Metappa, 8.A.R.L 
Abbott, S.A-- 


Worthington, S.A 


Bendix, 8. 


Francaise 


Potal new Fr 


cony Mobil Oil Co., Inc. 
Piraiki-Patraiki Indus 
Christopher 
moulis Stratos). 

Singer Manufacturing Co. 


Total Greek dracl 


(amounts in Italian liré 
Supermarkets Italiani, S.P,A. 
Cabot Italiana, S.P.A 


echiature 
Comunica 
hetric Stand ird 





face stand- 


Raytheon Manufacturing Co. 


zaboratories 


Total Italian lire 


1A new fran equal to 100 ok 


Credit 
No. 


3n 


3s 


38- 


3 


ost 


40 


40- 


rancs W 


I 


Fa 


Working 


Facilities to produce ¢ 


iS intr« 


Credits authorized 


distribution of 


eum products. 


cultural equipment. 
‘acilities to produce phar- 


cilities to produce 
control devices. 
‘acilities to produce 


‘acilities to produce 
eration machinery 








ital investment 


( 
Ce 





Iixport-IMporT Bank 


Statement of loans and credits authorized in currencies of other 


Amount 


000 


O00 


O00 


OOO 


000 


OOO 


OOO 


O00 


OO 


O00 


AO, OOO 


, 000 


000 


(wit 


OOO. ON 
600, 000, 000 


600, OOO, OOO 


O00 


7. 500, 000 
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\NK 
countries under sec. 104(e) of Public Law 480, Feb. 29, 1960—Continued 
ther 
“i Cancella- | Undisbursed balance Status of loans | Interest and 
j tions and |___ BR ee — , a ____| commissions 
cay expirations | | collected 
' Amount Expiry date | Disbursed | Repaid Outstanding 
t eamkches is 4 a _ 
| | — 
| | | 
|| | 
| __.| $20,000,000 | June 30,1960 $320, 000,000 |..-..-.-- 5 S97 008. O00. No. cccncscanunn 
100 j 
I - = — = as = == = === ———== 
aie eco ari i Scar ony aterm cea 8, 000, 000 en ee s 000, 000 | $558, 333. 33 
100 | 
| 850, 000 eee. 2. Oe teen aweanumacts : : a = sen ae 
i) | 
500,000 | Feb. 1, 1960 ce _ a - ee cee ae 
100 
é hegeeel ; piieadin we 950, 000 fs 950, 000 34, 635. 42 
i) 
an a 2, 000, 000 : 2, 000, 000 142, 083. 33 
100 | 
925,000 | Feb. 1, 1961 925, 000 . 925, 000 38, 734. 38 
0 
=a 4.725, 000 Aug. 1,1360 1, 575, 000 |-_-. 1, 575, 000 97, 453. 12 
1) } 
Ss 6, 000, 000 ms a 6, 000, 000 364, 687. 50 
100) 
2.000, 000 Dee. 31, 1960 i ae _— 
0) 
9, 000, 000 a a 19, 450, 000 19, 450, 000 1, 235, 927. 08 
i) 
3,000,000 | June 30, 1960 12, 000, 000 z 12. 000, 000 ¥ a 
Ou 
15, 000, 000 | 15, 000, 000 277, 084. 00 
O0 
11,000,000 | Jan. 31,1961 e 
i) 
14, 000, O00 . . 27, 000, 000 27, 000, 000 277. O84. 00 
Lil 
375,000,000 | June 30, 1960 250, 000, 000 250, 000, 000 8, 821, 918. 00 
in} 
eg 600, OOO, OOO 600, 000, 000 5, 661, 370. 00 
im 
600, 000, 000 600, 000, 000 21, 172, 603. 00 
0 
- 62, 500,000 | June 30, 1960 ‘ 
0) : 550, 000,000 | Jan. 31,1961 
0 
987, 500, OOO 1, 450, 000, 000 1, 450, 000, 000 35, 655, SY9L. 00 


” 








Statement of loans and c 


Country and obligor 
(guarantors in parentheses 


LATIN AMERICA 
Colombia (amounts in Colom- 
bian pesos 
Abbott 


lombia, 


le Co- 
Abbott 


Laboratories 
§.R.L. 
Laboratories 
Maizena, S.A. (Corn 
ucts ( > 
Aluminio de Colombia-Reyn- 
nolds, Santo Domingo, S. 
Carboquimica, S.A. (W. 
Grace & Co 
Carton de Colom! 


Prod- 





Cia. Hotel del 


Confeccior es 
mar de Col 
Parke-Davis 


Corp., Ltd 





Pfizer ¢ 


Purina, Limitad 


Total Colombian pesos. 


Mexico (amounts in Mexic: 
pesos) 
Wyatt de Mexico, S.A. 


CY ‘ tt Veta] 





Cia Mexicana 
tari A. P. Gr 

Sears, Roebuck de Mexico, 
S.A. de C.V. 

International Harvester Co. 
of Mexico, S.A. de C.V. 


os, 


John Deere de Mexico, S.A 
de C.V. (John Deere > 
Lamparas General 
Mexico, S.A. de C.\ 


Grace y Cia 
C.V. (W 
Philco, S.A. de C.V 


o 
Lovabk 


le Mexico, S.A The 








Lovable Br Co 
Negociacion Textil ‘‘La Con- 
cordia,”’ S.A. 
3eneficiadora y Industrial- 


izadora, S.A ie «€6C.V. 
(Schering Corp 
Monsanto Mexicana, S.A....- 
Proctor & ( 
S.A. de ¢ 
Cia. Industrial de San Cristo- 
bal, S.A. 
Industria Electrica Mex- 
ico, S.A. 











Ferro-Aleaciones de Mexico 
S.A. Ci Fundidora de 
Fierro Acer le 
terrey, 5.A 

Ralston Pur 
8.A. de C. 





Industrial Pecu 





Credit 


No. 


C-14-10 
C-23-1 
C-23-2 
C-23-3 
C-23-+4 
C-23-5 
C-23-6 
C-23-7 
C-23-8 
C-23-9 
C-23-10 
C-23-11 
C-23-12 
C-23-1 
C-23-14 
ia Te ta 

- 4 
C-23-16 
C-23-17 
C-23-18 
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EexPORT-I MPORT 


’ : , 
redits authorized in ¢ 


Purpose 


Facilities to produce ph 
maceuticals. 


Facilities for starc! 
lated products. 
Facilities for 
products 
Facilities to produce chem- 
icals. 
Facilities 
products. 
Rehabilitation and modern- | 
le 
ly 


and re- 


aluminum 


for paperboard 


ization of Hotel del Prado. 
Facilities to luce con- 
tainers, etc. 
Facilities to produce phar- 
maceuticals. 
Facilities to produce 
icals and drugs. 
Facilities to produce animal 


pro 


ehem 
enem 


feeds 
Facilitic for metal and 
bollier WOrkK 


Facilities to produce refrac- 
tories 
lities 
ndisiz 








Facilities to ce far 
implements t 
parts 

Faciliti to produce 
cultural tractors and - 
plements. | 

Facilities to produce incan- 
descent and fiuoresce 
amy 

Facilitic to produce fol ) 


boxes 
Facilities for radios 


lated product 
Facilities to produce wom- 
en’s weari pparel 
Facilitic for dyeing and 
finishing synthetic fabric 
Facilities for production ¢ 


Fr e toilet 
F ict I of 
F e air col 

F on of 





Facilities for pr 
animal feeds and 
ame solvent plant 

Facilities to produce animal 

feeds. i 





BANK OF 


irrencies of other countrie 


Credits authorized 


—_—_— 


Date | 


Amount 


7, 700, 000 


hessnaciectins | 5, 900, 000 


a ad 2, 000, 000 
Se a 600, 000 | 
edema Ricca 900, 000 | 


ee eos * ee 900, 


000 


aasinea ee 400, 000 
aa a 2, 400, 000 
See) ae 1, 700, 000 | 

: | 
aneeGccocecns 300, 000 


300, 000 | 


000 | 


I as 8S, 5Ot OO 
— ae l 000, 000 | 
Secs 1, 637, 000 | 
100. 000 

a a 4, 070, 000 | 
| 

| 

SO 4, 900, 000 | 
ine es 1, 635, 000 
iciliintecs ’ | 

| 

Boo is 2 600, 000 | 
es I 3, 000, 000 | 
j 

weenie 12, 000 
Au j g 6, 000, ae 
cial nwaiacdin 3, 750, 000 | 


Oct. 16, 15S 8, 300, 000 


3, 500, 000 | 


Se A 10. 000. 000 
Ee ee ] wo. 000 


inde 


ntrie; 


Int 


}, 000 


, 000 | 
000 | 
a 
000 | 
000 | 
000 | 


000 | 
| 


000 
000 | 


000 | 


000 


00 
00 


OQ 
10 


100 





00 | 


M) 


0 





0 


WASHINGT¢ 


unde r Sec. 





Cancella- 
tions and 
expirations 


= 


»N 


104(e) 


Undisbursed balance 


—Continued 
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of Public Law 480, Feb. 29, 





Status of loans 


Interest and 
commissions 





| 
Expiry date | 


Disbursed 








Amount | 


1, 557, 885 


618, 75 





, o00 


540 





| 


|} $4,200,000 | June 30, 1960 | 


he oe OGcn caves. 
wasn? Oi cccns 
June 30, 1960 





757, 302. 69 | 


1, 398, 7 


June 30, 1960 
May 31, 1960 
June 30, 1960 


$3, 500, 000 


4, 342,115 
1, 381, 250 
600, LOO 
900, 000 
544, 900 
400, 000 
1, 880, 700 
1, 340, 460 
800, 000 


15, 689, 425 


3, 620, 000. 00 
8, 500, 000. 00 
3, 800, 000. 00 
1, 070, 000. 00 
5, 000, 000. 00 
4, 070, 000. 00 


4, 900, 000. 00 
1, 635, 000. 00 

600, BODO. OO 
2. 950, 971. OS 

972, 000. OF 
6, 000, 000. OF 
4, 150, 000. 00 


4, 000, 000. OF 


3, 500, 000. 00 





collected 
Repaid |} Outstanding | 
! ' 
| 

tt $3, 500, 000 $56, 777. 78 
eect situ 4, 342,115 230, 502. 31 
asain . 1, 381, 250 79, 637. 50 
is st 600, 000 34, 800. 00 
900, 000 39, 119. 44 

Bee 544, 900 15, 200. 00 
ee 400, 000 6, 311. 11 
1, 880, 704 100, (33. 59 

sent 1, 340, 460 8, 303. 5 

. 800, OOO 46, 577.78 

5 68 7. 863. 10 

$362, OO 258. O00. Of 43, 127.94 
cinta 0, OOO. 642, 176. 73 
430. 000 70. OO 522, 356. 16 

SO. OOK ’ in ( 068. 49 

U0, OOF 4 500. 000. 00 532, 876. 71 

4. 07 Mi 41, 715. 06 
480, 00 420, 000. 00 624, 712. 35 
( AM 4 0. Of 1 198. 62 
ecces i 1} { ) 12 
ee 2,9 171. 08 712. 45 
7, 20 +t, SOU 74, 438. 36 
4600. 000 “ 4 93.04 
initia $ 0. ( 492, 201. 37 
4 fi On 219. 178.09 
2 0 () 2 51. 64 
242, 697. 31 85, 468. 47 

& 601. 2 g 254. 258. 1¢ 





Statement of loans and creaits 


Country and obligor 


(guarantors in parentheses) 


LATIN AMERICA 
Mexico— Continued 


Textile 


Vs 


lotal Mexik 


in pesos 





Peru (amounts Per 
Sears, Roebuck 


Leche Gloria, S.A 
Milk Co 

Malteria Lin S.A 
Nac ; 


Fabric 


“El Triunfo,” S.A. 
eral Shoe Corp 

Alcalis Peruanos 
sociedad Acricol l 

llogares Peruanos, 
Banco Continental 
Total Peruvian soles 
Uruguay (amounts in I 
peso 


Morelos, S.A. 


uvian sol] 


TEM, Sociedad Anonim 


continued 


i Nacional de Calza 


i 


ruguayan 


Credit 
No. 


I 


, 

lities for malting } 
icilitic t pre ( 
wea 
rt ties or ‘ tr 
caustic SO 
plant 
mstructie I u 
i lit forN uf 
Lect ippllance 


Purpose 


j 





roduce e&\ 


kxport-ImMport BANK 9 


a ithorized im. Currencies of othe? countrie 


| Credits authorized 
Date Amount 
jucts Jan 29 1959 $> S500. OO 
ne 7 91, 734, 00( 
mer- Feb. 1959 7. 000. OM 


130. 00 


nt Api 4). 1959 15. 650). 00 


MV). OM 
» aU, 


vt June 4.1959 O00, OO 
ring 

Sept. 3, 1959 4, 000, 00 

44, VSO, 00( 

I f De 11. 1959 2, 667, OOF 








NK OF 


intrie 


unt 


——. 


10, OOF 


34. 000 


10, 000 
30, 000 


), 000 
10, 000 
1), OO 
10, OO0 
“). 000. 


7, OO 
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WasHINGTON—Continued 


under sec. 104(e) of Public Law 480, Feb. 29, 1960—Continued 


Cancella- | Undisbursed balance Status of loans Interest and 
a a Ba ies commissions 
expirations | collected 
Amount | Expiry date Disbursed Repaid Outstanding 
| 
| 
| 
elas $2, 500,000.00 | Dec. 31,1960 |.........-._- ee eed 4 ¢ 
$3, 750,000 |15, 772, 093. 64 |.............._/$72, 211, 906. 36 $3, 072, 700 $69, 139, 206. 36 $6, 339, 523. 76 
es AN NI a nh 7, 000, 000 pales a ge 7, 000, 000 286, 222. 22 
Tee Pia ie ee eed ae can 4, 130, 000 . i $, 130, 000 168, 871. 1 
Ss a te ie a a 15, 650, 000 15, 650, 000 636, 433. 33 
bn itt a es 2, 200, 000 eee 2, 200, 000 89. 466. 67 
6,000,000 | Dee. 31, 1960 6, 000, 000 as 6. 000. 000 116, 666. 67 
$000,000 | June 30, 1960 a 
2 10, U0, OOO Ss 34, GSO, OOU $4 YSO. O00 1. 297. 660. 00 


2, 667, 000 sept. 1, 1961 


CREDITS AUTHORIZED 1934 TO 1959 


Mr. Gary. I notice on page 9 of the report to the Congress, June 
30, 1959, part 1, there is a list of the number and amount of projects 
by classification that is very interesting. I would suggest that the 
table be placed in the record. It is headed “Credits which the Bank 
authorized, in 69 countries, from 1934 through 1959.” 

Mr. Waver. Mr. Congressman, if vou would like to have more 
detail we can give you a statement cumulative through December 31, 
1959, as to the credits which the Bank authorized by areas which also 
shows what the loans were made for. 

Mr. GARY. That would cover the other table? 

Mr. WauGu. This is much more comprehensive. 

Mr. Passman. Without objection, we shall insert this table in the 
record at. this point. 

(The table follows: 
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uo 0 
0 | 0O 
0 | 0 
0 0 
00 “000 “062 4) 














0 0 
0 0 
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EXIMBANK CREDITS BY COUNTRY 1934-59 


Mr. Gary. Do you have a list of the countries with the number of 
projects such as is shown between pages 109 and 110 of the Report t 
the Congress, June 30, 1959, part 1? 

Mr. WauGu. We do not have projects by countries but we hay 
them by areas in this previous report. It shows there were 15 differen 
countries in Asia to which we made 377 loans. We do not have it 
itemized by countries except in this report. 

Mr. Gary. May I suggest, Mr. Chairman, that a list as of Decem. 
ber 31, 1959, of the Export-Import Bank credits, by country, 1934-59 
similar to that shown between pages 109 and 110 of the Report to th 
Congress, June 30, 1959, part 1, be inserted at this point in the record 

Mr. PassmMan. Without objection, that information will be inserte 
in the record at this point. 

(The information follows: ) 


Eximbank credits by country 1934 to Dec. 31, 1959 


AFRICA | ASITA—continued 
gypt nas a 6 | Philippines ; 9 
Ethiopia _ - oe 1) Saudi Arabia Z 
Liberia ; 6 | Syria 
Morocco 5 1 | Thailand . 
Portuguese East Africa 1! Turkey . j | 
Portuguese West Africa ut 3 —— 
Southern Rhodesia. : 1 | Subtotal oe sh 371 
Union of South Africa 54 | 
| OCEANIA 
Subtotal 3 76!) Australia_ a 
New Zealand Sie 2 
EUROPE ey 
Austria ee “i 26 Subtotal Seo 
Belgium. ee 7 
Czechoslovakia _ a S CANADA 
Denmark__ ; 1} Canada 
Finland i args 24 | 
France : 10 LATIN AMERICA 
Germany __-_ 9) Argentina 2 
Crreecs ete as 5 be via i 
Hungary 3} Brazil 251 
Iceland 9} Chile 3 
[taly 2 | Colombia th 
Lat i Costa RR ( Z 
Nether ahnas yi Cy é 
Nor ) 1 ' 1 Re 
Poland S| Iecuad 
Por Zz kk} ‘e do 
R ( ( il; 2 
Spail 21H S 
mwe en | llor ras 
United Ik ( 1) Jar 
“ae tee , | ec. <i 
| Nic ragui 
SuhHtot 231) Panan 8 
Paraguay S 
ASIA | Peru i 
Afghanistal 2) Puerto Rico 
China 16] Uruguay I 
India ie 12| Venezuela t7 
Indenesia 5 16] Virgin Islands : bate det 
[ran 27 
Trac i) Subtotal __ Jo 
Israel 11 Credits affecting more than | 
Japar 32 | country — - : >t 
Lel iho?! _ | 
Pakistat : et as 2 Total_. sere J, 42 
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GUARANTEES 


Mr. PassmMan. We mentioned earlier something about guaranties. 
Would you provide for the record information as to the ‘number of 
guaranties and the amounts? 

Mr. WauGu. We are just going into the program now, sir. 

Mr. PassmMan. That is something new; is it not? 

Mr. Wauau. Yes, sir. 

Mr. PassMaN. Is it necessary, with all the banking facilities and all 
the new banks being organize ed; with the ICA, the Deve lopment Loan 
Fund, the banks in bei ing and the new banks being organized, to get 
into guarantees? 

Mr. Wavuau. The guarantees are only for noncommercial or political 
risks. The loans are to be made by the private banks. I would like 
to go off the record, if I might. 

(Discussion off the record.) 

Mr. Passman. Where did this idea come into being? 

Mr. Wavuau. It was urged by people who felt that by guaranteeing 
these political risks we would greatly increase our exports. 

Mr. Passman. I should think the commercial banks are involved 
in this gimmick. 

Mr. Wauau. Additional loans may be made by the commercial 
banks, and I believe, to the extent we do issue the guarantees on 
political risks, that it may be helpful as far as our budget is concerned. 

Mr. Passman. But it is attracting American money to go abroad. 

Mr. Waveu. No. This is for the purpose of selling American 
goods abroad. We are not insuring the credits. We are just insuring 
the political risk for a fee. 

Mr. Passman. We have been doing business with foreign nations 
ever since we got our independence, and the business people have 
been taking their chances. Now we have to guarantee them against 
losses if these foreign countries should become involved in war. Is 
that not going far afield? 

\Ir. Wavuau. We are going to issue guarantees to cover political 
risks on short-term loans or for repayment in the event of war or 
expropriation. 

Mr. Passman. If the government changes, and the new govern- 
ment will not assume the liability, vou pay the loss; is that correct? 

Mr. Waven. We will not do that indiscriminately, 

Mr, Passman. Mr. President, the most permanent thing in Was! 
ineton Is a temporary agency or a temporary program It seems we 
are determined to wreck the economy of the country, one way or 
another. 


TERM OF LOANS 


What is the shortest term loan you make at the Export-Import 
Bank? 

Mr. Wauau. The shortest we have made since I have been there is 
12 months. 

Mr. Passman. And the longest? 

Mr. Wauau. Twenty years. 

Mr. Passman. And the average? 

Mr. Wauau. Some place between 7 and 8 years. 

Mr. Passman. Mr. Andrews? 


53909-—60 4 











48 


PERCENTAGE OF PUBLIC LAW 480 FUNDS AVAILABLE FOR LOANS 


Mr. Anprews. Mr. Waugh, going back to the Public Law 480 pro- 
gram that you are dealing with now, you say you can lend 25 percent 
of the amount in that fund? 

Mr. Wavuau. The law provides that up to 25 percent of the sales is 
to be turned = r to the Treasury of the U oad States. We are able 
to loan out of that fund—when, as, and if received—to U.S. private 
business or their afliliates overseas under certain terms and conditions, 

Mr. ANprEws. That is 25 percent of the total collected under that 
program? 

Mr. Wavuau. The law says up to 25 percent. The amount we get 
is not subject to our control. That is determined by negotiation be- 
tween the Department of Agriculture selling agricultural products 
and the Department of State and the foreign countries. 

Mr. Anprews. Thank you. That is all. 


STATUS OF LOANS IN CUBA 


Mr. Passman. Mr. President, there are certain loans made by 
American business outstanding in Cuba today. Are there any retro- 
active features in this guarantee? 

Mr. Wavuau. No, sir. 

We do have two sizable loans outstanding in Cuba today, both 
owned largely by U.S. interests, one a subsidiary of American & 
Foreign Power and the other a subsidiary of International Telephone & 
Telegraph. Both of those loans, as far as we are concerned, are in 
good standing. We have been disturbed over the fact that the loans 
were not being used to accomplish the purposes for which they were 
made. ‘Two of our top men have gone to Cuba twice, the last time 
within a comparatively short time, and have said to the Cuban 
Finance Minister, ‘Our loans are in good standing and you have told 
us you will pay them, but we do not believe the money is being used 
for the purposes for which it was borrowed.” 

The loans are in good standing but we were sufficiently interested 
in the U.S. stockholders’ interest that two of our top men went down 
there and discussed this as recently as 6 weeks ago. 

Mr. Passman. I am talking about the guarantees of loans made by 
commercial banks. 

Mr. Wauau. No, sir; nothing is retroactive. 

Mr. Passman. Do you have loans of that type in Cuba? 

Mr. Wavau. No, sir. 

Mr. Passman. Mr. Conte? 


LOAN TO CITIZENS OF THE NETHERLANDS MIGRATING TO AUSTRALIA 


Mr. Conts. Did not somebody request a loan of $10 million 2 years 
ago from your bank for the purpose of loaning money to citizens of 
the Netherlands Government who were migrating into Australia? 

Mr. Wavuana. No, sir. I do not think that loan ever came to our 
bank. I remember an application came to the Development Loan 
Fund for a loan of that character, but I do not think we have ever had 
an application of that type at the Eximbank. It would not be eligible 
for a loan from our bank because there is not contemplated any 
shipment of U.S. goods to Australia. 
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LOANS FOR HIGHWAYS 


Mr. Contre. You do make loans to foreign countries for highways, 
do you not? 

Mr. Wauau. We do make loans for highways, principally for U.S. 
pee ‘thases, to the extent we can. There have been some loans made 
for highways where there was some foreign currency involved. 

Mr. Conte. I notice from your semiannual report to Congress you 
have quite a few pictures of roads in here. 

Mr. WauGu. We financed all the road machinery, which was a big 
item. We have made loans on roads in Central and South America. 
But for the most part we like to restrict our loans to the purchase of 
U.S. equipment. 

Mr. Contre. Is not the principal purpose of the Bank to aid in 
financing and to facilitate exports and imports and the exchange of 
commodities between the United States and foreign countries? 

Mr. WavucGu. That has been the basic concept for 26 years. 

Mr. Conrs. Do you feel the lending of money for roads is to facili- 
tate exports and imports? 

Mr. Wavau. Those roads are built by American contractors, who 
bought all the equipment to build the roads in this country. 


CURRENCY IN WHICH LOANS ARE REPAYABLE 


Mr. Conte. In connection with this foreign currency under Public 
Law 480, will you take 25 percent of the soft currence y in any of these 
countries and reloan it to American businessmen, which loans are 
repayable in soft currency? 

Mr. Wauau. Loans are repayable in the same currency loaned. 

Mr. Contre. Can these American firms repay the loans in American 
currency? 

Mr. Wavau. No, sir. 

Mr. Conve. If the ‘y are going to build a factory in Indonesia or 
Pakistan or India, why could the ‘y not pay back in American dollars? 

Mr. Wavau. The reason is they do not borrow American dollars. 
They repay in the currency of the country they borrow. 

Mr. Conve. I was thinking this might be an avenue, under Public 
Law 480, through which we could get our money back, since foreign 
currencies cannot be taken out of the country. 

Mr. Wavueu. Each repatriation of dollars has to have the approval 
of the government, and from a practical standpoint you could not 
get a government to approve loans in their local currency and have 
it repayable in dollars. 

Mr. Conte. It would be a good way to get our money back. 

Mr. Waveu. This Public Law 481 program is all generated out of 
the fact we want to sell agricultural surpluses. 

Mr. Conte. Actually, we are not selling them: we are giving 
them away. Itisagrant. We say we are selling surplus agric ultural 
commodities over there, but we are not selling ‘them: we are giving 
them away. Let us face it. And maybe we should give “these 
surplus commodities to these countries rather than sell them to them 
because this money is worthless: you cannot do a thing with it; 
you cannot take it out of the country and you cannot get American 
money for it through the Export-Import Bank, as I just proposed. 
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POSSIBLE CONFLICT BETWEEN EXIMBANK AND DLF 


Getting back to the Development Loan Fund, certainly the Export- 
Import Bank could make a good many of the loans that they make? 

Mr. Wavuau. That is not exactly correct. 

Mr. Conre. In actuality are they not in competition with your 
Bank? 

Mr. Wavuau. They are not in competition with our Bank in areas 
where they do not have dollar repayment ability. There are coun- 
tries that are between the sound and the soft where the problem 
might arise. 

Mr. Conte. Could you list some of those countries? I think it is 
important that this committee, when we are sitting here marking up 
the bill, that we know why the Development Loan Fund is making 
loans repayable in local currency when that country could get a loan 
repayable in hard cash. 

Mr. Wavau. The law provides the Development Loan Fund 
should not make a loan if the Export-Import Bank or any other 
private or Government institution can make the loan. That is the 
governing factor. And really, Mr. Congressman, I think the subject 
you are discussing—and I know how serious it is—does not have a 
bearing on the budget of the Export-Import Bank. 

Mr. Contre. Not at all; but it has a bearing on the budget of the 
Development Loan Fund, and if there is a conflict 1 want to know 
about it. | am an exponent of foreign aid. 

Mr. Passman. Will the gentleman yield? 

Mr. Conte. Yes. 

Mr. Passman. Of course, we have a perfect right to know if there 
is a conflict between the Development Loan Fund and the Export- 
Import Bank or any other agencies. The Bank is operating with 
appropriated funds, directly or indirectly. 


DLF LOANS TO COUNTRIES WITH DOLLAR REPAYMENT ABILITY 


Mr. Contre. Going one step further, IT think it is important to 
know if the Development Loan Fund is making loans to certain 
countries which have the financial stability and ability to pay back 
in hard cash. 

Mr. Wauau. To answer your question, there are certain countries 
wherein for political reasons loans have been made by the Develop- 
ment Loan Fund that might or might not—it gets down to a matter 
of judgment—be able to repay in hard currency. We are both 
operating in certam countries. In other words, there are countries 
in which we have made loans where we think the dollar repayment 
ability is limited, and to that extent we have made dollar loans and 
the Development Loan Fund, under = policy guidance of the 
Secretary of State, has also made loans in dollars repayable in soft 
currency. 

Mr. Contre. There is no doubt about that, but that does not answer 
my question. I would like to have a list of countries that are in a 
financial position to pay loans back in hard currency that are getting 
Development Loan Fund funds. 

Mr. Wavau. | do not think there are any countries getting loans 
in dollars from the Development Loan Fund with repayments in 
soft currency where vou could say absolutely there is no dollar re- 
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payment ability. When the Development Loan Fund was organized 
we sat down and picked out a series of countries—there were 14—in 
which the Export-Import Bank has no interest today because of the 
lack of dollar repayment ability. 

Then there is a series of countries where we think they have hard 
currency and dollar repayment ability. 

Then there is another series of countries that change in as little 
time as 6 months in their dollar repayment ability or vice versa. 

So it is very hard to make a hard and fast 1, 2, 3 list. 

Mr. Passman. Will the gentleman yield? 

Mr. Conte. I shall be happy to yield. 


COUNTRIES TO WHICH BOTH EXIMBANK AND DLF LOANS HAVE BEEN 
MADE 


Mr. Passman. Will vou provide for the record, or inform us at this 
time, as to the countries in which the Export- eacae Bank has made 
loans and to which the Development Loan Fund also has made loans? 

\ir. Wauau. Yes, sir. 

The matter referred to follows:) 


Countries TO Warick Loans HavE Been Mapp sy Boru EXIMBANK 


ND DLF 
Africa: Hurope: 
Kthiopia Netherlands 
Liberia Spain 
\loroceo Yugoslavia 
Far Kast: Latin America: 
Indonesia Argentina 
Philippines Bolivia 
Thailand Brazil 
Near East: Chile 
Crreece Costa Rica 
Tran Ecuador 
Israel Guatemala 
Lebanon Haiti 
Turkey Honduras 
United Arab Republic: Nicaragua 
Kgyvpt Paraguay 
Syria Peru 
Asia: Uruguay 


India 
Pakistan 

Mr. Passman. Do you know how many countries to which you 
have made loans in which the Development Loan Fund is also making 
loans? 

Mr. Waveu. Not offhand. 

Mr. Passman. Do you think there are several? 

Mr. Waueu. There are a number where the Development Loan 
Fund has made loans and where we make loans now and have in the 
past. 

Mr. Passman. IT want to commend the gentleman from Massa- 
chusetts for his questions. I am thoroughly convinced there is a con- 
flict, and I think the fact that both the De ‘velopment Loan Fund and 
the Export-Import Bank are making loans in the same countries 
would indicate that. 
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COUNTRIES IN AFRICA FINANCIALLY ABLE TO REPAY IN DOLLARS 


Mr. Contr. Would you say that there are any countries in Africa 


that are in a financial position to repay loans in hard currency? 


Mr. Wavueu. Certainly. We have loans in Africa. 
loans in Portuguese East and West Africa. We think they are finan- 
cially able to repay in dollars. We have made loans to 


Ethiopia, Egypt, and the Union of South Africa. 
Mr. Gary. Will the gentleman yield? 
Mr. Conte. Yes. 


Mr. Gary. The Managing Director of the Development Loan Fund 
You might inquire 


told us there was some conflict in the Philippines 
into that. 
Mr. Anprews. Will the gentleman yield? 
Mr. Conte. Yes. 


SUBMISSION OF DLF APPLICATIONS TO 


Mr. Anprews. Did he not tell us that one of the things he i 
into before making a DLE loan was that the applicant was unable to 
get the loan from the Export-Import Bank or other banks that dealt 


EXIMBANK 


We have made 


Libe Ta, 


nquired 





in honest to goodness loans? That is in the record if I remember 


correctly. 
Mr. Conte. Is that true? 
Mr. Wauau. I cannot say what - Mana: 


cing Director of the 
Development Loan Fund testified for I have not read his testimony. | 


They do submit to us applications for ea to see whether or not we 
can make them. Is that what vou wanted to know? 


APPROVAL OF DLF EXTENDING LINE OF CREDIT 


rO THE PHILIPPIN 


t 


Mr. Gary. The Director of the Development Loan Fund told 


They did ase the line of credit but after they extended the line 


credit the ‘vy submitted to you the individual loans. 
Mr. Wavar. I think that is a correct statement, that there was 
political problem that arose at one time and we 


other loans which were not dollar earners, and they also made 


loans in the Philippines. The same is true in 


as well as | recall, that there was some question of policy as to the 
Development Loan Fund extending a line of credit in the P| ae pines. 
of 
Is that correct? 
a 


felt the Philippine 
economy would justify our making a certain amount of dollar repay- 
able loans and the Development Loan Fund felt they could make 


some 


India and in other 


countries. Some of the loans the Development Loan Fund make are 
loans to countries that have no dollar repayment ability and t! 
we would not be interested in at this time because they have 


dollar repayment ability. 


Mr. Gary. But you did raise some objection to their extending t 
line of credit in the P hilippines originally, did you not? 


Mr. Wavuau. Not per se. There were some loans we did not t! 
should be made by the Development Loan Fund. 
Mr. Contre. Could you tell us what they were? 


Mr. Wavau. No: that was some time ago. 
Mr. Conte. Could I refresh vour recollection? 
Cement project there? 


Was it the Portlar 
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Mr. Wavau. No. 

Mr. Conte. The Bamboo Pulp & Paper Co.? 

Mr. Wavuau. No. 

Mr. Contre. Or the Bagasse Pulp & Paper Products? 

Mr. Wavau. No; I think we are making the loans they turned 
over to us. 

Mr. Passman. Will the gentleman yield? 

Mr. Conte. Yes. 


POLITICAL IMPACT OF FOREIGN LOANS 


Mr. Passman. Is it not true that many of the Development Loan 
Fund grants or so-called loans are made for political reasons, and are 
not based on sound business practice? 

Mr. Wavan. Mr. Chairman, I think that all foreign loans have some 
form of political impact, some more than others. I think that if you 
go back to the original testimony, Mr. Dulles asked for this fund 
originally, as I remember it, on April 8, 1957, he said he wanted it 
for that purpose. 

Mr. Passman. I knew that but, I wondered if the distinguished 
President agreed that this is a political field. In reality, you have to 
use your imagination overtime to ever call the DLF transactions loans. 

We mentioned earlier that this De velopment Loan Fund is growing 
rapidly, and under the legislation there is no plan by which any of the 
money can ever get back into the U.S. Treasury for the purpose of 
reducing our public debt, or to be : appropri: ated for our regular agencies 

If it is local currency and a relatively small amount of dollars we 
get back, we reallocate them and the American taxpayer ¢ cannot 
benefit by that. If so, would it be properly labeled a loan? 

Would you comme nt on that briefly and get me on the track if I am 
wrong? I have been trying to call it a loan, but my tongue ties every 
time I call it aloan. If you never get it bac ‘k, it could not be labeled 
a loan; could it? 

Mr. Wauau. I would rather not comment. 

Mr. Passman. Thank you for that statement. I am again fortified 
by the gentleman’s opinion with those words. 


INDUS BASIN DEVELOPMENT PROJECT 


Mr. Contre. Mr. President, has the Indian, or has the Pakistan 
Government applied for a loan with your Bank for the Indus Basin 
development project? 

Mr. Wavaeu. No, sir. That would not come within our basic 
concept or purview. 

Mr. Contr. You are a Director of the Development Loan Fund? 

Mr. Wavan. Yes, sir; by law. 

Mr. Contr. Have you seen the language in the bill presented before 
the Foreign Affairs Committee in regard to this project? 

Mr. Wauau. No, sir. 

Mr. Conte. There is some language in this connection on page 5 
of the bill. The Development Loan Fund should take keen interest 
in this where they speak of this project. I will skip some of it but it 
Says: 


ee 


In the event that funds appropriated pursuant to this act are made 
available to be used by or under the supervision of the International Bank for 
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Reconstruction and Development in furtherance of the foregoing arnens, such 
funds may be used in accordance with requirements, standards, procedures 
established by the Bank concerning completion of pl: ins and cost cole ites and | 
determination of feasibility, rather than with requirements, standards, or pro- | 
cedures concerning such matters set forth in this or other acts; * * *, 

Have you seen that language? 

Mr. Wavan. No, sir. 

Is this the request for a special appropriation or a special amend. | 
ment which would allow the Development Loan Fund— 

Mr. Conte. This is the entire Mutual Security bill and I am quot-| 
ing from section 404 which deals with the Indus Basin development | 
project. That would authorize the Congress to participate in this | 
project which is a billion dollar project, or billion-dollar-plus project 
and the U.S. share is about $516 million. | 

{ 


It would seem to me that under the language of this law we would 
be giving the International Bank, or the World Bank, or whatever 
you want to call it, carte blanche authority to supe rimpose its policies 
over the policies of the Development Loan Fund, or ICA. 

Mr. Wavuau. I have not had a chance to study the bill. 

Mr. Contre. I realize that. 

Mr. Wavau. I do not see that this has any reference to the De- 
velopment Loan Fund or the ICA. 1 think this is a special statement, 

Turning it over to the International Bank 

Mr. Conre. Where I pointed out to you that rather than under 
any standards, procedures, and so forth, under this act or any other 
act, the Development Loan Fund is making an allocation of $70 million 
to this project and the balance of the money would be in grants, hard 
cash and soft currency. It is true that in this vehicle we are relin- 
quishing any standards, procedures, or policies of the Development 
Loan Fund or any other organization we may have in the Federal 
Government. 

Mr. Wavucu. Turn it over to the International Bank for their-—— 

Mr. Contre. Right; their policy. 

Mr. Waueun. I agree. 

Mr. Contre. That is all, Mr. Chairman. 


PAYMENTS TO TREASURY 


Mr. Passman. Did I understand the gentleman to say earlier that 
on your capital account and the profits of the E saat tang Bank 
you pay a dividend? Is that out of the earnings, and do you always 
pay interest on the money you use? 

Mr. WauGau. That is correct. 

Mr. Taser. But separately. 

Mr. Gary. You pay interest on the money you borrow? 

Mr. Wavucu. That is correct. 

Mr. Gary. You do not pay any interest on your capital account? 

Mr. Waveu. We pay dividends on our ¢ apits al account. 

Mr. Gary. How much capital has the Government advanced the 
Export-Import Bank? 

Mr. Wavan. $1 billion. And we pay 2%-percent dividends at the 
end of each year 

Mr. Gary. How much have you paid on that? 
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Mr. WavuGu. $200 million. 

Mr. Gary. On your capital account? 

Mr. Wauau. Yes, sir. 

Mr. Gary. During the life of the organization? 

Mr. Wavueu. During the comparatively last few years—the law 
did not provide dividends hall be paid on this amount. This was 
a voluntary payment on behalf of the Directors of the Bank and at 
22.5 million it would be approximately 10 years dividends have been 
paid. 

Mr. PassMan. You pay interest and you pay a dividend. You 
pay interest on the money you borrow, and you always pay back, or 
make repayments, on the principal of $619 million borrowed from the 
Treasury? 

Mr. WauGu. Yes, sir. 

Mr. Passman. I refer you to the budget submission dated December 
31, 1959, page 25 

Mr. Wauen. That was just for the year; we paid principal on notes 
that year $619 million. We borrowed $433 million and we paid $619- 
plus-million principal, which with interest plus dividends totaled $688 
million, and as of December 31, we added to the budget $242 million 
more on a plus account. 

Mr. Passman. Of the $1 billion total capital stock, how much 
money has the Treasury earned from that billion dollar investment? 

Mr. Wauau. Of the billion dollar capital investment, I think it 
would be fair to say we have repaid to the Treasury the dividends 
just mentioned. 

Mr. Passman. That is what we would like to know. 

Mr. Wavueu. Yes, sir. We have paid $218 million in dividends in 
the last 10 years. 

Mr. PassmMan. We have received back almost 25 percent of the 
capital investment, and it is still on the capital investment? 

Mr. Wauau. Yes, sir. 

Mr. Gary. The Treasury had to pas interest on that billion dollars 
which it advanced as your capital investment and ts paying it today. 

Mr. Passman. That is what I am leading into. In addition to 
that money you are borrowing for your operations, you are paying 
interest of what amount? 

Mr. Waucu. The total amount of $284 million for borrowings. 

Mr. Passman. What rate of interest are you paying the Treasury 
for the money? 

Mr. Wauacu. We are paving the Treasury today on borrowings 
4 interest. Last month we paid 4%-percent interest. The rate goes 
up or down in accordance with money costs to the Treasury. 

Mr. Passman. You have frozen half a billion dollars in reserves 
Which you use all the time; do you not? 

Mr. Waueu. Half a billion dollars. 

Mr. Passman. Does the Government make a profit on that, too? 

Mr. Waveu. The profit we turn back to the Treasury on the overall 
picture. 

Mr. Passman. Thank you, gentlemen. 
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Object classification 
0. | 
j } | 
| 1959 actual | 1960 estimate 1961 estimate 
' | | 
RYUKYU ISLANDS, ARMY 
Total number of permanent positions._.........-...........-- 400 | 409 | 427 
| Fulltime equivalent of all other positions—-—...........-.---.-- | 1 | 1 1 
| Average number of all employees. ...-...-........-----.--.--- | 375 | 399 422 
i Number of employees at end of year. -................-.-..--- | 381 | 405 420 
AVOEGRO Kier GUO WOT ROMNEY osc cen dticocwntueneenndsssanase 9. 0 $7, 149 i) 2 $7, 163 | 9.2 = $7 ‘188 
TO} 01 Personal services: Me eee... 2 ee 
RA. Ian: ON as i airs omni | $1,118,795 $1, 258, 820 $1, 321, 864 
Positions other than permanent..._..............----.! 7,375 | 4,000 7, 500 
Oo IEE Ea ae ee pemeen | 25, 655 21, 837 18, 259 
fy a es ee ee 1, 151, 825 | 1, 284, 657 1, 347, 623 
i, ee sda telaas alate ebiemraidinaa alienate deltas eiuinaianie’ 70, 788 | 95, 305 | 103, 775 
OP. a I Or Gn, cca wescanmacneosninse | 11, 979 8, 732 9, 488 
+ an Lt cmeawe | 13, 314 | 13, 160 13, 500 
OD: Re Ss re a isa sec ddcscccccuscusaee | 7, 757 | 9, 290 15, 900 
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CF SIRIIEr COU TN nin cin enwiwsvncnnenaiersennnas 350, 511 | 401, 325 494, 287 
ee ee a ee oe 32, 988 41, 400 49, 460 
OD, I ca ey BS ee ee 39, 903 | 26, 400 36, 700 
SD SS on ten caiccnmninesenenen 46, 260 | 300, 000 50, 000 
11 Grants, subsidies, and contributions. ...............-...-. 1, 055, 850 | 3, 064, 323 4, 565, 992 
- 13 Refunds, awards, and indemnities_................--.---- 2, 255 | 500 1, 700 
imate 0 eee nn SIs ienicancbactecbaaeunnensincae 1,677 | 1, 908 | 1,975 
‘ — _ | 
—— "Total Teva IsenGs, ATG oon. cnn cncanctescanancos 2, 797, 183 | 5, 261, 000 6, 704, 000 
44, O ALLOCATION TO U.S. INFORMATION AGENCY ei oo ee 
50, 0 | 
- om v3 Transportation of things.............. aa paraia les aaa! 1,049 DOO licctasseadened 
30, 00 Rye ee ee ee ee eee eee UN a ne ak 
an 07 Other contractual services-_-—........-- 10, 793 BOGS fiaccciccenuninn 
04, OW 68 Supplies and materials... cncenenwnssensuce 5,415 | CON onc diccces 
. Be” SN ic on 5k actcanbncuisguanadwcunseckuseinetencdénes 4, 577 | DOOD Fi iccacecwnncane 
<= Total, U.S. Information Agency.-..........-.-.-.--...- 21, 998 BOOM se 
40, 04 Or | 2,819,181 | 5, 282,000 ( 
: 7 . “a nq . . 
andi Mr. Passman. The committee will come to order. 
“—— We shall consider this afternoon the request for an appropriation 
imat? for ‘‘Administrative purposes, the Ryukyu Islands.” 
ay We have present to testify in behalf of the request Maj. Gen. A. D. 
a Mead and members of his staff. 
08. 00 General, I notice under the first item for the “Ryukyu Islands, 
49,08 Army,”’ that the 1961 estimate is $6,704,000, as against a 1960 ap- 
propriation of $5,282,000, or an increase of $1,422,000. 
00, 000 
oe JUSTIFICATION MATERIAL 
22, 000 
69, 431 At this point we shall insert in the record pages 3, 4, 14, and 15 of 
the justifications. 
bee (The pages follow:) 
80, 353 
tines oe , 
51 208 Ryukyu Isianps, ARMY 
20, 4% Ny , . rc , r+ . ey Ae 23 
ae For expenses, not otherwise provided for, necessary to meet the responsi- 
15, 547 bilities and obligations of the United States in connection with the Govern- 
— ment of the Ryukyu Islands, including, subject to such authorizations and 
415, 230 limitations as may be prescribed by the Secretary of the Army, tuition, 
91, 349 travel expenses, and fees incident to instruction in the United States or 
53, 800 elsewhere of such persons as May be required to carry out the provisions 
= of this appropriation; travel expenses and transportation; services as 


authorized by section 15 of the Act of August 2, 1946 (5 U.S.C. 55a) of 


(1) individuals not to exceed ten in number; not to exceed [$3,000] $4,000 for 
contingencies for the High Commissioner, to be expended in his discretion; 
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translation rights, photographie work, educational exhibits, and dissemina- 
tion of information, including preview and review expenses incident thereto; 
hire of passenger motor vehicles and aireraft; purchase of three passenger 
motor vehicles for replacement only; construction, repair and maintenance 
of buildings, utilities, facilities, and appurtenances; and such supplies, 
commodities, and equipment as May be essential to carry out the purposes 
(2) of this appropriation; [$5,282,000] $6,704,000, of which not to exceed 
[$1,633,000] $7,744,000 shall be available for administrative and informa. 
tion expenses: Provided, That the general provisions of the Appropriation 
Act for the current fiscal year for the military functions of the Department 
of the Army shall apply to expenditures made from this appropriation: 
Provided further, That expenditures from this appropriation may be made 
outside continental United States when necessary to carry out its purposes, 
without regard to sections 355, 3648 and 3734, Revised Statutes, as amended, 
section 4774(d) of title 10, United States Code, civil service or classification 
laws, or provisions of law prohibiting payment of any person not a citizen 
of the United States: Provided further, That expenditures may be made 
hereunder for the purposes of economic rehabilitation in the Ryukyu Islands 
in such Manner as to be consistent with the general objectives of titles II 
and IIT of the Mutual Security Act of 1954, and in the manner authorized 
by sections 1505(a) and 522(e) thereof: Provided further, That funds | 
appropriated hereunder may be used, insofar as practicable and under such 
rules and regulations as may be prescribed by the Secretary of the Army 
to pay ocean transportation charges from United States ports, including 
Territorial ports, to ports in the Ryukvus for the movement of supplies 
donated to, or purchased by, United States voluntary non-profit relief 
agencies registered with and recommended by the Advisory Committee on 
Voluntary Foreign Aid or of relief packages consigned to individuals residing 
in such areas: Provided further, That under the rules and regulations to be 
prescribed, the Secretary of the Army shall fix and pay a uniform rate per 
pound for the ocean transportation of all relief packages of food or other 
general classification of commodities shipped to the Ryvukyvus regardless of 


methods of shipment and higher rates charged by particular agencies of 
transportation, but this proviso shall not apply to shipments made by 
individuals to individuals: Provided further, That the President may transfer 
to any other department or ageney any function or functions provided for 


under this appropriation, and there shall be transferred to any such depart- 
ment or agency without reimbursement and without regard to the appropria- 
tion from which procured, such property as the Direetor of the Bureau of 


the Budget shall determine to relate primarily to any function or functions 


so transferred. Mutual Security Appropriation Act, 1960 
Appropriated 1960 $5, 282, 000 
Estimate 1961 6. TO4. 000 











Reasons for changes: (1) and (2): Changes in amounts. 








Summary of projects direct obligations 


Actual Estimated Estimate, 
Project No. and title obligations, | obligations, fiscal year 







0871 Administrative activities___--- ; $1, 529, 046 $1, 633, 000 $1, 744, 000 













0871.1 Pay of civilian employees—USCAR._-_- 1, 157, 687 1, 289, 000 1. 355. 000 
0871.1 Pay of civilian employees—OCA At, GO4 66, 000 66, GOO 
0871.2 Travel of personnel 70, 718 66, 000 70. 000 
0871.3 Information material and services 125, § 44, 000 100, 000 
0871.4 Incidental operating expenses 117, 759 118, 000 153. 000 



















0872 Construction of USCAR facilities_- ‘4 300, 000 50, O00 
0873 Transportation of commodities 8, 000 5, 000 5 O00 
0874 Support of Government services and projects _--- 1, 000, 000 3, 000, 000 4, 500, 000 
0875 Exchange of persons... co 202, 150 264, 000 260). O00 
0876 Technical cooperation. = 79, 985 80, 000 125, 000 









Total direct obligations... ___- ae se 12,819, 181 5, 282, 000 6, 704, G00 
Unobligated balance no longer available_.__-- rare 2 41,219 





Total appropriation or estimates... ---_- : 2, 860, 400 
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2, 000 6, 704, 000 


1 Obligations reflect certified data as of June 30, 1959. 
2 Does not include advances and reimbursements from non-Federal sources shown on 
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Standard classification schedule for direct obligations 












! 
| Estimate, Estimate, Increase (+-) 
By object of expenditure | 1960 1961 or 
| decrease (—) 
| 
A POAC R COTW ccncnc cn cinwonnicoes ee ee | $1, 284, 657 $1, 347, 623 +$62, 966 
GN oe aaa d teats oemhnabepaasnaagddhaseeeenneess> | 95, 305 | 103, 775 | +8, 470 
Oe, RMIT OIIOE OF SIINR 8. cv cuise cnc ecbiccnccoeocndanss 9, 732 | 9, 488 —244 
et CRIES oo iatceeaecnaantenubesndunniwesuneee 13, 160 | 13, 500 | +340 
el RR NE SUN oa can eenbeenbemauis 9, 290 15, 900 +6, 610 
Printing and binding--_.....---- eee eee aaa ‘. 14, 000 13, 600 —400 
07 Contractual services 411, 325 494, 287 +82, 962 
08 Supplies and materials..................- gage eens acon | 47,400 | 49, 460 | +2, 060 
Nh ON es os eaalawa ny pam kanewanceu te 30, 400 36, 700 | +6, 300 
1 Lana and struttures....<............ a a ae gee 300, 000 50, 000 —250, 000 
11 Grants, subsidies, and contributions. -_-_-.---.---..------ | 3, 064, 323 | 4, 565, 992 +1, 501, 669 
13 Refund, awards, and indemnities__- - : ae eacee ice! 500 1,700 +1, 200 
ie ig ye ee eee arenes 1,908 1,975 +67 
OGEA NE DOURMEMNIE foo oasonnameandwacnuaccecscune | 5, 282, 000 | 6,704,000 | +1, 422,000 
ROM i necnine as ecnews Santendbecemanecevesece eases ol ksi ax Gl eaicccray ea hag ech aria aca leat acne week 
Total appropriation or estimate._....-.....-..-.--...--- | 5, 282, 000 6, 704, 000 | +-1, 422, 000 


Mr. Passman. Would you like to give us the Administrator’s 
reasons for the need of the additional $1,422,000 for fiscal 1961? 


GENERAL STATEMENT 


General Mrap. Yes, Mr. Chairman. I shall be very happy to 
explain what is behind this requested increase over 1960. 

You will recollect, sir, that $3 million was provided in 1960 for 
Government services and projects. It was possible this year, from 
the general fund of the Civil Administration, to add to this $500,000 
which made available for these purposes $3.5 million this year. 

Mr. Passman. To what purposes are you referring, general? 

General Mrap. Government services and projects. 

This is under tab 0874, page 63, which is a breakdown of these 
projects. 

Mr. PassMANn. Specifically, where do you propose to use the increase 
of $1,422,000? 

General Mead. Under public safety we would like to utilize $570,000 
which is $70,000 more than in 1960. 

Under public health and sanitation services, we would like to use 
$345,000 which is $30,000 more than 1960; for tuberculosis control, 
we would like to use for 1961 $450,000, which is an increase of $120,000 
over what was used for these purposes this year. 


HEALTH CENTER CONSTRUCTION 


Under health center construction, we had none for 1960 and we feel 
that it is very important that we do proceed with this program. 

With respect to construction for these purposes, generally we have 
quite a deficit and we feel that we need a hospital at Nago which 
should cost $350,000. We feel that we need a major central health 
center in southern Okinawa, a large one, which would cost $75,000. 

Then we have distributed from north to south Okinawa five locations 
where we feel there should be at each one a small health center which 
would cost $15,000 each. The $75,000 we asked for this year would 
go into either a major one at that figure or five small ones at $15,000 
each. 
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I am not prepared to say which at this moment because a medical 
survey is still in progress out there, but we do know that we sadly 
need to build in both of these areas. 


HOSPITAL PROJECT 


Mr. PassmMan. General Mead, you mentioned a hospital prior to 
the health center construction. 

What is the total estimated cost of the hospital? 

General Mrappr. $350,000. We would defer that expenditure and 
we would defer $75,000, either for a major health center or five small 
ones, but we would ask for a single $75,000 this year. 

Mr. Passman. Do you have it included in your increase, for the 
hospital? 

General Mrap. No, sir 

Mr. Passman. How much do you have in here for plans for the 
new hospital? Do you have any money included in the increase? 

General Mrap. None. We feel that we must defer that project. 

Mr. Passman. Then there are no funds in here for the hospital? 

General Mrap. The only thing in here for the hospital, this recitation 
I just gave, Mr. Chairman, is to try and show the overall needs. Out 
of this need we feel we should, as a minimum this vear, provide $75,000 
for either one major health center or five small ones, to be determined 
after our medical survey is completed. 

Mr. Passman. I believe I confused the health center construction 
with the hospital you mentioned earlier. 

General Mrap. That is my fault, sir 

I mentioned it only to give an indication of the backlog of the 
needed health construction. We cannot hope to meet it all this year 
and, therefore, $425,000 should be deferred; but we think $75,000 
should be funded this year. 


REPRESENTATION ALLOWANCE 


Mr. Passman. I believe that last year the agency received a 100 
percent increase, and this item is now up to $3,000, and it continues 
as is for the High Commissioner. This year the appropriation 
language indicates you want an additional 25 percent increase so that 
the representation allowance would be $4,000; is that correct? 

General Mrap. Yes, Mr. Chairman, that is correct. 

Mr. Passman. What did you have in fiscal 1959 for this account? 

Mr. Curisrmas. $1,500. 

Mr. Passman. I think last year I defended this increase, and the 
committee went along to double it, from $1,500 to $3,000. Here you 
are now asking for a 25 percent increase over the 100 percent increase 
of last year. ‘Would that not be rather difficult to justify? What is 
taking place out there that we have to increase it again? 

General Mreap. These moneys are utilized completely to meet 
what you might term almost fixed overhead. There is proper observ- 
ance of the Fourth of July, and there are other national holidays. 
There are very many distinguished guests who visit these islands and 
who have to be accorded proper recognition. Then you have the 
High Commissioner representative in Miyako and Yaeyama. ‘These 
gentlemen have considerable call upon their time and services for 
representation purposes with the local functionaries. 
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ADDITIONAL ALLOWANCE FROM ARMY 


Mr. PassMAN. In addition, the High Commissioner also receives 
funds from the Army for this purpose, does he not? 

General Mrap. Would you respond to that, please? 

Mr. Curistmas. Yes, sir. He does receive a limited amount. 

Mr. Passman. What is the amount? 

Mr. Curistmas. I do not have the figure with me, I am sorry, but 
I will supply it for the record if you like. 

General Traus. Mr. Freed informs me it is around $1,000. How- 
ever, | would like to reserve the right of correction of the record. 

Mr. PassmMan. Definitely so. 

I have never elected to quarrel about representation allowances as 
long as we kept them within bounds. Even though it is a small item, 
we have heard somewhere that “from little acorns big trees grow. 


INCREASE IN ALLOWANCE 


You were getting $1,500 in representation allowance until last year 
and I recommended, and the committee supported me, to increase 
that to $3,000. This year, because of the generosity of the com- 
mittee’s recommendations last year, you are asking for an additional 
2 percent. That would bring the representation allowance up to 
$4,000. If I recall correctly, we established last year that this $3,000 
would be adequate. 

We do have a request this year for $4,175 million in foreign aid 
scattered all over the world. This particular item is just a very small 
itm, and I do not think it is a valid argument that we need to in- 
crease from $3,000 to $4,000 because maybe we have a representative 
in there from some other country who has a large representation 
allowance. That would not apply here. 

General Mrap. Might I say another word or two about it? 

Mr. Passman. Yes. 

General Mrap. The fact of the matter is that an active program of 
getting away from the offices and getting out to the counterparts in 
the Ryvukyuan government and in the field is being pushed by the 
Civil Administrator, General Ondrick. 

| This, in itself, requires some out-of-pocket expenses by many of the 

staff people and I submit, sir, that there is no way to measure this 
precisely. Even if vou could see your way clear to allow them the 
$4,000, we would still have considerable out-of-pocket expense on the 
part of many of our representatives 

Mr. PassmMan. I might say in ths at connection—— 

General Mean. It is really official representation. 

Mr. Passman. The Congress blames itself for the conditions that 
-exist. I do not mean this as a reflection on our military personnel, 
| because I suppose it has been encouraged. But a Member of Con- 

gress, if he stays here, is required, in all probability, to put in an 
average of 14 to 15 hours a day, and he works. We are given a salary, 

and we get our expenses paid to W ashington one time each year. | 
make about 10 round trips, and the expense is out of my pocket. 

When a C ongressman files his income tax return he can take off 

53,000 for living in Washington; and if it costs him $7,000, he can still 
elaim only $3,000, 
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Some of us come to work in automobiles 5 and 6 years old and som 
in cabs, but a few come on trolleys and buses because it is cheaper, 
do not know many Members of Congress with a chauffeur. : 

My office looks out onto New Jersey Avenue, and during the hea! 
ings up here on military requests you can look out there and no! 
infrequently see the limousines from the Pentagon lined up for half; 
block, sometimes two deep. I am not being critical, but I am showin} 
you how this thing gets out of control, and how we control ourselye 
in Congress, where we are even limited on postage stamps. 

If we use more than a certain amount, we have to take it out of ow 
pocket; if we use over a certain number of words for telegrams, ani 
I do not care how official they are, it comes out of our pocket. Yel 
we are begging for these jobs. 

This is not personal, but it is a matter of record that worries me : 
great deal. While we are going about controlling ourselves and ow) 
expense accounts, which I think we should do, I wonder w hv we shoul 
not carry it a bit further and tighten up a little bit on these other items 

The committee has been very considerate of ~ myenye Islands} 
and recommended everything you asked for last ye [ am afraid! 
am going to have a red face if I go back before the ped Po e and asi} 
them to have a look at this item; and when we get away from this on} 
item, we are going to find out that you have requested an increase i 
practically everything out there. 

Did you want to say something, General? 

General Meap. Mr. Chairman, I just would like to say that there’ 
not any kind of a vehicle down there waiting for any of this grow 

Mr. Passman. That is fine. 

General Mrap. Limousines or otherwise. The last time I cam 
over here, Mr. McLaughlin drove me over here and drove me bad 

Mr. Passman. I am making a general statement, and I am ne 
picking out the officers present. You know what I am talking abow 

I want to commend you if you came to work in one of your & 
worker’s automobiles. 

Mr. O’Fianerty. Mr. Chairman, I think it might be fair if tl 
record reflects that the request last year for the representation alloy 
ance was for $4,000. 


Mr. Passman. I am talking about the amount we allowed. — Pre 
viously you had $1,500, and we gave you $3,000, which was a 100 


percent increase over the previous year. 
Mr. O’FLanertry. That is recognized. 
Mr. Passman. Is that correct? 


General Mrap. This committee has supported the Ryukyu Island 


administration. 

Mr. Passman. We shall continue to do so, but these excessi\ 
amounts worry us a great deal. 

Mr. Curistmas. May I insert one further point in connection wit 
the representation allowance? 

Mr. Passman. Yes. 


PROGRAM AND RESULTS FOR WHICH ALLOWANCE IS EXPENDED 


Mr. Curitsrmas. There is continuously the sum of about $4,0 
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expended out of pocket by the High Commissioner and by staff mem{—— 


bers annually in dealing with their counterparts in the Ryukyua 
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economy, in government, private business, leaders in villages and com- 
munities, and so forth. The results of those expenditures have been 
so gratifying in terms of the good will, amity, and real cooperation 
which we enjoy from places ‘where we establish rapport with the 


people in this way. ‘This has been so successful that the High Com- 
missioner strongly feels that more of this sort of thing should be 
permitted. 


We have continually run upon political agitation which has ham- 
pered our actions, has hampered our military operations to some 
extent, and we seek to avoid some of this by establishing better 
understanding. 

The High Commissioner feels that his political affairs specialists, 
for example, should be out chatting with mayors to see how things 
are getting along, to see how they feel about the United States and 
the things we are trying to do in the islands. That, essentially, is 
what this increased request is for. It does pay off. 

Mr. Passman. I wonder how much this statement can be dis- 
counted: Individuals make nz oe and nations are inclined to act in 
the manner of the individuals who help formulate policy. 

I think it is true that the American individual has always tried to 
impress people with his money and how he spent it. 

There have been instances which have been brought to my attention 
in some of the countries that American personnel were so very quick 
on the draw people thought they were foolish. They say, ““Why does 
that man want to pick up my check?” 

We are spending enough now; are we not? 

Mr. Curistmas. I submit, sir, that this is not the case. 

The entertainment I referred to has been out in remote areas with 
people who cannot pick up the tab and has been strictly in the interests 
of official results. 

Mr. PassMan. You will admit that we increased it from $1,500 to 
$3,000? 

Mr. Curistmas. Yes, sir. 

Mr. Passman. We shall not dwell on this any further; but if this 
had been the only item in this request where you had an increase, in 
all probability we would have been further along in the hearings. 
This goes on. 


Support OF GOVERNMENT SERVICES AND PROJECTS 
Now, we may go on to the next item, “Support of Government 


services and projects.” The 1961 estimate is $4,500,000, and last year 
the allocation was $3 million. You ask for an increase of $1,500,000. 


essivf, We shall insert page 63 and the top of page 64 in the record at this 


r wit] 


) point. 
ry \ 
(The pages follow :) 
Project O874 Support of Government services and projects 
Actual Estimated Estimate, 
obligations, | obligations, fiscal year 
fiscal year fiscal year 1961 
‘ 1959 1960 
‘ | 
'—— —— _— ee ——|} 
ea BRR Sc cee eS MB ee el Te $1, 000, 000 $3, 000, 000 $4, 500, 000 


53909—60——_5 











6-4 


: si 
A. Requirements , Gr 


I. Reimbursement for governmental services: facili 






I EU Sat iid i dbwe dtvildisnadenni $570, om) Ge 
2. Public health: nurse 
(a) Public health and sanitation services____ $345, 000 to de 
(b) Tuberculosis control. __-...._____-_- 450, 000 hospi 
(c) Health center construction______-___-_- 75, 000 10S! 
iaecenoees milit: 
Subtotal, public health... =. .........-.....~< 870, OWP new 
. : ————s addit 
Subtotal, reimbursement for governmental . \ 
services _____ Se cadencaua ty ecscemie. ia aoe 
ee = MI 
II. Contribution to Government projects: Mi 
1. Education facilities: Ge 
(a) Publie school construction. ~_________- $550, 000 \I 
(b) Vocational education equipment- -- 350, 000 + 
(c) Construction, University of the Mi 
Ryukyus. oi... pe ete deeetenicy 251, 000 have 
; B tetas ee sa ie : Mi 
Subtotal, education facilities __ si ie TT 1, 151, 00 M 
2. Economic development and publie works proj- ma! 
ects: Mi 
(a) Roads and bridges ; os cw a G87, 080 Ave 
(b) Retaining walls _.. 100, 000 \L 
> io ‘ 

(c) Port and harbor development -. 3090, 000 eee 
(d) Productivity center 132. 000 Has | 
(e) Agricultural development 800, 000 struc 
—_—— M 
Subtotal, economic development projects... _-- 1, 909, 00 wi 
Subtotal, contribution to Government projects. 3, 060, 00 * 

ON Rt oS ca i ett a) oe a 4, 500, 00 

Mr. PassmMan. Would you give us a little more detail as to th 
reason for the increase of $1,500,000? \L 

6 nee 

AVAILABILITY OF FUNDS FROM CIVIL ADMINISTRATION’S GENERAL FUN i 
Mr. Curistmas. I would like to say in the beginning that  thef ‘Pree 
mcrease actually, as far as the program is concerned in the Ryukyus M 
is only $1 million because of the fact that $500,000 was provided lastf Duild 
year from the civil administration’s general fund which is not available 
for 1961. Wo | 
Therefore, the request is actually $1 million greater than th} 
current vear program. =e ¢ 
Mr. PAssMAN. Why would it not be applicable this year? Whr of th 
was the $500,000 withdrawn? Mi 
Mr. Curistmas. The general fund does not have the resources te whet 
provide that sort of grant for 1961. on 
Mr. Passman. Who made that decision? Mt 
Mr. Curisrmas. It is reflected in the position of the general fundf!®V° 
which is operated cote 
Mr. Passman. The general fund of the Rvukvus? — 
Mr. Curistmas. Of USCAR—the U.S. civil administration. are’ 
leay 
PUBLIC HEALTH FACILITIES the j 
Mi 
Mr. Passman. The major increase in this item is $225,000 for} Mi 
public health, including $75,000 for the construction of a health}equiy 
center and an expanded program for tuberculosis control. serve 
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Give us a little description of a public health center and the 
facilities. 

General Mean. This is a center manned by a doctor and a few 
nurses Who minister to the public in such things as examining the ills 
to determine whether or not they should be sent somewhere for 
hospitalization, giving innoculations and that sort of thmg. Our 
military population i is somewhere over 30,000 out there and with these 
new Marine camps up north, frankly we feel we should locate an 
additional small center up in that direction. 

Mr. PassmMan. Are we not dealing with civilian personnel here? 

Mr. Curistmas. NO, sir. 

Mr. Passman. This is your civilian government on the Ryukyus? 

General Mrap. Yes, sit 

Mr. Curistmas. Yes, sir; but it is to be staffed by Ryukyuans. 

Mr. PassmMan. How many of these public health centers do you 
have? 

Mr. Curistmas. At present only three. 

Mr. PassMANn. Do you build a new building? 

Mr. Curisrmas. Yes, sir. 

Mr. Passman. What is the average cost of the buil ling? 

Mr. Curistmas. As General Mead pointed out earlier the decision 
has not yet been made as to whether one single center will be con- 
structed or whether five smaller ones will be constructed. 

Mr. PassMaNn. For the entire Ryukyu Islands? 

Mr. Curisrmas. For Okinawa at present. 

Mr. Passman. You do have a hospital there? 

Mr. Curistmas. Yes, sir. 

















REQUIREMENT FOR PUBLIC HEALTH CENTER 


Mr. Passman. If you have a hospital in the capital, why would you 
need a public health service, or center, also in the capital? 

Mr. Curtstmas. Okinawa has close to 800,000 people and they are 
spread all the way up this island which is about 60 miles long. 

Mr. Passman. My point is, why would you have two separate 
buildings and facilities? If you have a hospital there, you want to 
bring them in from the smaller vill: ages, and why do you have to have 
two separate buildings? 

Mr. Curistmas. It is not feasible to bring them in. These villages 
are quite crowded and a single facility could not begin to take care 
Jof that mass of people. 

Mr. PassmMan. I thought you said you had not yet made a decision 
whether you would have one public health center located in the capital 
or out bs the villages. 

Mr. Curistmas. The point is that they need both so badly. They 
have yet determined which they will actually go for in this par- 
ticular year. The ‘Y nee ‘d an additional, larger center which we dis- 
cussed in last year’s budget submission. In addition, they need these 
five satellite centers, we might call them, to be located in the more 
heavily populated areas adjacent to milits ary installations throughout 
the island. 

Mr. Passman. What do you mean by satellites? 

Mr. Curistmas. The smaller centers that are not as large, or 
equipped like the major health centers, but are strategically located to 
serve the more heavily populated areas. 
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Mr. PassmMan. You will have the same type of staff there? 
Mr. Curistmas. No, sir; very small staff. 

















TYPE OF CONSTRUCTION 
Mr. Passman. What type of buildings—typhoon proof? 

Mr. Curistmas. Typhoon resistant ferro concrete building bu 
very small. 

Mr. PassmMan. You have not constructed any of them yet? 

Mr. Curistmas. Not of the small type. 

Mr. Passman. Did you have an appropriation for this last year? 

Mr. Curisrmas. No, sir. 

Mr. PassmMan. This is a new item? 


Mr. Curistmas. This is a new item. 
















EFFECT OF NEW 





MISSILE SITES ON PUBLIC HEALTH REQUIREMENT 













Mr. Passman. As a part of the justification for the increase, pag 
68 is based upon the recent establishment of a missile site. Does this 
have a connection with the item you mentioned earlier? 

General Mrap. What was the reference? 

Mr. Passman. On page 68——— 

Mr. Curistmas. Yes, sir; there is a connection. The point in th 
justification is that because of the installation of military facilities i 
areas which previously did not have U.S. people stationed in them 
more extensive health services are now required. Thus, by virtue o 
having these sites out in remote areas, we demand greater publi 
health effort on the part of the GRI. 

Mr. PassMan. Again, it is for the civilian population; is it not? 

Mr. CHRISTMAS. ‘Yes, sir. 

Mr. Passman. If the military moves again, why would that increas 
be needed for the additional facility for the civilians? 

Mr. Curistmas. Because civil administration insists that th 
government of the Ryukyu Islands provide adequate health service 
in the adjacent communities to protect the health of U.S. forces. 

Mr. PassmMan. It is a higher standard? 

Mr. Curistmas. That is correct. 



















BASIS FOR ESTIMATE INDEFINITE 
Mr. PassmMan. On page 70 I note there is a $75,000 request for th 
health center, which is rather indefinite as to whether it will bes 
major health center or five small centers. We discussed that briefly 
a moment ago. As that decision has not yet been made, do you nd 
think you are a little premature in asking for an appropriation for it 

Mr. Curistmas. No, sir. 

Mr. PassmMan. Why not? 

Mr. Curistmas. We have definite need of both. 

Mr. Passman. But you have made no decision as to whether 1 
will be built? 

Mr. Curistmas. The only reason for that, sir, is the fact that thi 
local government has to contribute complementary funds on its ow! 
to make this center operative. 

Mr. PassmMan. What do you mean by that? 
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Mr. Caristmas. They provide equipment, land, and operating 
personne 1, and so forth. 

They have not fully developed their 1961 budget as yet, and, 
therefore, it would be premature for us to state which they will ac ‘tually 
vo for. We know for a fact that both are greatly needed. 

Mr. Passman. When did this new plan come into being? When 
did you start considering this? 

Mr. Curistmas. Approximately 1 year ago. 

Mr. Passman. Did you mention it to the committee last year, 
» | that you would have a program of this type? 
rr Mr. Curisrmas. No, sir; but we did have the major health center 

aes 
in the submission last year. 
Mr. Passman. That is under construction now; is it not? 
Mr. Curistmas. No, sir. 
Mr. Passman. Did you get an appro] yriation for it last year? 
ENEE Mr. Curisrmas. No, si 
Mr. Passman. The scans for the contribution to Government 
thi projects is $38,060,000, of which $1,151,000 is for education facilities 
*F and $1,909,000 is for economic development and public works projects 


bu 


COMPARATIVE ALLOCATIONS TO SUBPROJECTS 


th How much did you allocate to the various subprojects under these 
€Sitf headings in fiscal year 1960, and what is the necessity for this tremen- 
hem, dously increased fiscal 1961 figure? 
le Of Mr. Curisrmas. During this fiscal year, this sum of $790,0007was 
ublif allocated for education fac ‘ilities, compared with $1,151,000 for 1961. 
Z for economic development projects, $1,565,000 was provided in 1960 
4 as against $1,909,000 requested for 1961. 

Mr. Passman. The Government projects represent $3,060,000. 
reas Does that include the new courthouse building? 

Mr. Curistmas. No, sir. 

the Mr. Passman. What kind of Government projects? 

vice} = Mr. Curistmas. Which $3,060,000 was that? 


; Mr. PassmMan. $1,151,000 for education facilities and $1,909,000 
for economic development and public works projects. 
What kind? 
General Mrap. Roads and bridges, retaining walls, port and harbor 
developments, and a center of productivity which is a laboratory for 
r tht “tempting to improve the productivity of the cottage-type industry 
be gf Out there, and an item of agricultural ‘development of $800,000. 
Mr. PassmMan. Is that a new one? 


riefly 
u nd 
one COURTHOUSE APPROPRIATION 
General Mrav. None of this is for a courthouse or any such thing 
as that. 

.| Mr. Passman. The courthouse project is sound, and we approved 
ver MF it last veal 

Mr. Gary. Is that over? 
Mr. Curistmas. It is under construction. 


Mr. Gary. What are you paying that out of? 
General Mrap. It was appropriated for last vear. 
Mr. Gary. Is it in this year’s appropriation? 
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If it is not in there, where is it? 

Mr. Nowexu. The courthouse provision is under the project for 
construction of USCAR facilities which is shown in the budget doe. 
ument on page 60. It is not included for 1961 because the committe: 
approved it for 1960. 

Mr. Gary. How about this project for 1960? You show on pag 
12 of the justifications grants, subsidies, and contributions, $1,055,850 
for 1959, and $3,064,323 for 1960. If the courthouse construction j 
not in that item, where is it in this table? 

Mr. Nowe. On page 12, sir; it is under object 10, which is listed 
right above, under land and structures. 

Mr. Gary. Is that $300,000? 

Mr. Nowe... Yes, sir. 


ROAD CONSTRUCTION 


Mr. PassmMan. You mentioned the development of public works it 
the amount of $1,909,000. That is for the economic development 
and public works projects, roads and bridges? 

General Mean. Yes, sir. 

Mr. Passman. I thought you had a very fine road system, and that 
it was built and maintained by the military. 

General Mrap. There are really three different sources of road 
construction which have occurred; one is military and one is the 
construction of the GRI and the other is farm roads. 

Mr. Passman. What we referred to as farm-to-market roads? 

General Mrap. Yes, sir. 

Mr. Curistmas. May I say that the military roads only amount t 
126 miles while the GRI has 359 miles of major highway, and the 
municipalities have 782 miles of roads. There are 1,545 miles of farm 
roads. 

The military road system, while better than most roads in th 
islands and most frequently traveled in the central portion, account 
for a small part of the total road network there. 

Mr. Passman. Do you not think we have taken these people a little 
faster than they should go, or are they taking us a little fast? | 

Mr. Curisrmas. I would like to describe, if |] may, what happened 
to the majority of the rural roads in Okinawa during the past fall. 

Mr. Passman. I am talking about the overall. Is this a new 
program? 

Mr. Curistmas. No, sir. We had this sort of thing in last year. 

General Mrap. We are requesting for roads and bridges this veat 
$527,000 which is $62,000 larger than last year. 

Mr. Taser. What page? 

General Mean. Page 64. 

Mr. PassmMan. What was the appropriation last year? 

Mr. Curisrmas. $3,500,000. 

Mr. PassmMAn. That is plus the contribution of $500,000. As that 
is not debatable now, you are asking Congress to appropriate a million 
and a half? 

Mr. Curistmas. That is correct. 

Mr. Gary. The figure on page 12 of the justifications is $4,565,992 
The figure on page 64 is $4,500,000. What happened to the rest of it: 
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Mr. PassMan. What about that discrepancy? 

Mr. Nowe... If I may explain, the table on page 12 is a tabulation 
showing the object of expenditure breakdown which includes figures 
other than the $4,500,000 for project 0874. The figure on page 12 
also includes contributions to the retirement fund as required under 
our fiscal procedure. 

Mr. Passman. Why would you not consolidate it all in one page, 
on page 12? 

Mr. NowE.u. On page 12, sir, we break this down. This was 
placed in the President’s budget request, as represented in the green 
sheets. We break the request down by objects of expenditure. In 
this instance we have items other than the grant for the Ryukyuan 
economy about which we are speaking we have to place under grants, 
subsidies, and contributions. On page 14 we have the projects 
breakdown, and you see under 1961, the item, support of Government 
services and projects, by itself, $4,500,000. 


EXCHANGE OF PERSONS PROGRAM 


\Ir. PassMAN. Let us go to another item. Exchange of persons. 
The 1961 estimate is $280,000. You have had $264,000 for fiscal 
1960, and you want an increase of $16,000. We shall insert page 83 
of the justifications at this point in the record. 

The page follows:) 


Project O875 Eachange of persons 




















Actual Estimated Estimate, 
| obligations, | obligations, | fiscal year 
fiscal year | fiscal year 1961 
1959 1960 
— ieotnpanianteante cnleine ste i |— 
det bas dS ate ne a tae Rt RB nD $202, 150 $264, 000 $280, 000 
| 
A. Requirements 
Activity Number of | Estimated 
| participants | cost 
Sa et sini —————|—_—___—— 
il leaders__-- tes ee as Be ee 4 eee teak nana os 10 | $32, 200 
g of physicians and dentists at Ryukyus Army Hospital...........-- & 4, 000 
ident | 
CONEEEe) TimttO BOOtOS BOW soon os oo ao cans amatwetatcwimdwnuetuas 25 84, 400 
Continental Daited States. extensions .. 5. oo... cccccccccccccaccccccccen 25 | 74, 000 
SRONNIRE eon ges aeincas ohn iaddaanedwouwanesadeael | 12 | 34, 000 
a Ee ERAS RAS RRE A ae Rey eo Pele ee ee S 21,000 
International farm youth exchange. ......................-...--.--.---.---. 10 | 2, 800 
PICA NCSI “ITU CRN es cc nuanansivocndubinauue 33 | 7,600 
¥y tecnnical ang vocational training... 0 <....nn<<ccccscccucaccccd 56 | 20, 000 
rie eka as on ein aed ore RIESE Se ee SAAD aaah eNaaKdumeae es | 280, 000 


' 


Myr. Passman. Why are you requesting an increase in this item? 

General Mrap. We have substantially the same program. 

Mir. CuristMas. The program is substantially the same. There 
are no new items. 

\lr. Passman. Why an increase? 

Mr. Curistmas. I believe the committee is aware of the apparent 
success that this program has achieved out there in the past. 

Mr, Passman. What success? 
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Mr. CuristmMas. In terms of seeding the population with pro- 
American people, students, and others. 

Mr. Passman. We grant that. Why do you have to have a $16,000 
increase for the same purposes? 

Mr. Curistmas. This is partly because of increased costs. 

Mr. PassmMan. Partly? 

Mr. Gary. What persons are exchanged? 

Mr. PassmMan. We want that, but you said “partly,” so let us pin 
this down now. Why do you need $16,000 increase for the same 
activities? 

COSTS OF PROGRAM 


Mr. Curistmas. Mr. Chairman, we have a detailed comparison of 


this program for a 3-year period which | would like to supply for the 
record, if I may. 

Mr. Passman. We shall insert that information in the record, but 
I want to indicate also that in fiseal 1959 you had $202,150, in fiscal 
1960, $264,000, and this year you go up to $280,000, for about the 
same activity. 

Mr. CuristmMas. That is correct. 

Mr. PassmMan. It is just like almost every other item in this foreign 
relief bill. It is up every year. 

(The information to be furnished follows :) 
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Mr. Passman. Exchange of persons: With whom are we ¢,. 


changing? They 
Mr. Curistmas. This is really a one-way exchange. cope 
Mr. PASSMAN. How could it be exchange if it is just one way! , M: 
General Mean. It is purely a misnomer. Ten national leaders, for} per S' 
example, from the Ryukyus brought to the United States. f Mi 


Mi 
to He 
Mi 
Mi 
Mii 
Mir 


PURPOSE OF PROGRAM 


\Ir PASSMAN. Then it is not really al exchange of persons, lt 
is sending the Ryukyuans to the United States for—for what pu- 
pose do vou send them here 1 


Mr. (CHRISTMAS. Orientation, observation, Mi 
Mr. PASSMAN, Orientation in what’ Mii 
Mir. Curisrmas. In many various fields. , Mi 


\Ir. PassmMan. Name some of them. would 
Mir. Curistmas. Banking, industrial activities of manv_ sorts Vii 


agriculture, finance and financial management, operation of business} mone 


and so forth. , Ni 
BASIS FOR SELECTION | Mi 

you ! 

\Ir. Passman. On what basis are they selected? Vi 
[r. Curistmas. They are selected at random from the Ryukyu§ Jaro, 


population-at-large on the basis of recommendations by the Govern- 
ment of the Ryukyu Islands, by the University of the Ryukyus, by 
the newspaper editors, and various sources. 

Mr. PassMan. Do vou take them out of schools, businesses, 01 
banks? 

Mr. Curistmas. Out of business and public offices, but not schools 

General Mrap. We have at the moment 10 labor leaders attending 
instruction at St. Johns at Annapolis, 


AYE 


RESIDENT TRAINING PROGRAM IN ARMY HOSPITAL 


Mr. PASSMAN. Why is it me Sceaser) to inerease the resident tr ining 
program in the Army hospital’ 
Mr. Curistmas. To date we have been training only physicians 


, ; = ie ; erie oe 
ove! the re, ahd Wwe hope LO include some Gdentists Now 


COMPUTATION OF COST OF INTERNATIONAL FARM YOUTH UEXCHANGEBwhen 
PROGRAM hasis 
out r 


Mr. Passman. Would vou explain how you arrived at this cost 
of $2,800 for 10 students in the international farm youth exchang 
activity? 

Mr. Curisrmas. Yes, sir. That consists of $210 each for trans 





: A hi : sal 
portation by MATS between Okinawa and Honolulu, and an advaneeh yy, 
allowance of $70 per person for msurance, incidental personal expenses}, Jaf, 


prior to departure to buy decent apparel to wear, and miscellancoush, 
expenses. 
Mr. Passman. You take him, you buy clothes, you dress him up 
put him on a plane and fly him to Honolulu. Then what does he do 
Mr. Curisrmas. Then in Honolulu the members of the community, yp 
largely of Ryukyuan ancestry, take up the care of him from there} yg 


ae 
de 
| 
ex | | 
| They house him, feed him, and sponsor his on-the-job training in 
cooperation with the University of Hawau. 
Mr. PassMan. Let us break the one item down. The cost is $280 
for} per student; is that correct? 
Mr. Harpison. $280 per student. 
Mr. Passman. What part of that is transportation from Okinawa 
to Honolulu? 
Mr. CurisrMas. $210. 
It} Mr. Passman. That leaves $70. 
pu-| Mr. Cnrisrmas. That is true. 
| Mr. Passman. What do you spend for wearing apparel? 
Mr. Curisrmas. This includes insurance 
Mr. Passman. I mean what part of it represents clothing? 
| Mr. Curisrmas. That is largely left up to the individual, but | 
would say that it is largely spent for clothing. 
Mr. Passman. How much do vou give him for incidental spending 
| money? 
Mr. Crristmas. None specifically for that purpose alone. 
Mr. Passman. You mentioned a moment ago that you did; did 
you not? 


Mr. Curisrmas. Except this initial $70, which I said he spends 










ukyuf jareely for clothing. 
vern-} Myr. Passman. He spends it any way he sees fit. 
s, by} Mr. Curisrmas. That is correct. 
Mr. Passman. How long is he absent from Okinawa? 
Ss, 0} Mr. Curisrmas. Normally for 6 months. 
Mr. Passman. After he arrives in Honolulu, some other agency 
10018. | picks him up; is that correct? 
ding}, Mr. Curtsrmas. Yes, sir. 
Mr. Passman. We have no further expense for the training? 
Mr. Curistmas. That is correct. 
Mr. Gary. He never gets to the mainland; does he? 
3 Mr. Curistmas. No, sir. 
inimgy Mr. PassmMan. Is this a new program? 
a Mr. Curistmas. No, sir. 
clams} Mr, Passman. How long have you had this? 
Mr. Curistmas. This has been going on for a number of yeers. 
We started funding it from this source actually in fiscal year 1959 
\ NGI when the Military Air T ransport Service went on an industrial funding 
basis. Prior to that time these people were carried by MATS with- 
__,pout reimbursement. 
» COS) Mr. Passman. The total number of students now is 10? 
hang’) Mr. Curisrmas. Yes, sir, under this program. 
- Mr. Passman. You call this an exe hange program, which | believe 
“}Sa misnomer. 
the = Harpison. May I make a statement, Mr. Chairman. This is 
re eftover from the international farm youth exchange program which 
was funded by the Ford Foundation and the national 4-H Clubs. 
Mr. Passman. So when Ford dropped out, Uncle Sam went in. Is 
im FH hat right? 
se - HARBISON, No, that is not quite true, sir. 
chal Mr. Passman. How much of it is true? 


Mr. Harpison Only the fact that we have to pay for the 
lansportation. 
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Mr. Passman. After they get to Honolulu, what organization pic 
up the expense? 

Mr. Harsison. Local Okinawan organizations and _ individuak 

Mr. Passman. You say this is not a new program. 

Mr. Curistmas. No, sir, it is not. 

Mr. Passman. You had 10 this year. How many did you have la 
year? 

Mr. Curistmas. Twelve. 

Mr. Passman. How many did you have the year before? 

Mr. CurisTMas. Six. 

Mr. Passman. What other types of exchange programs have yo 
through which the Okinawans are sent out of the country? 


COLLEGE STUDENT PROGRAM 


Mr. Curisrmas. We have the normal college student program. 

Mr. Passman. How many are in that normal college studen 
program? 

Mr. Curistmas. We propose to send 25 new students to th 
United States. 

Mr. Passman. Propose to send? ‘That is for fiscal 1961? 

Mr. Curistmas. Yes, sir. 

Mr. Passman. How many did you send in fiscal 1960? 

Mr. Harsison. Twenty-five, the same number. 

Mr. Passman. What is the total cost of that? 

Mr. CuristmMas. $84,400. 

Mr. Passman. What do they get for spending money? 

Mr. Curistmas. They are given $60 prior to departure fro 
Okinawa on the same basis that the group previously discussed ar 
given such an allowance. 

Mr. Passman. When they arrive here, some other organizatio: 
takes them over? 

Mr. Curistmas. No, sir. When they arrive here, the balance ¢/ 
the $84,400 continues to cover them for their school expenses an 
maintenance under a contract with the International Institute ¢ 
Education. 

Mr. Passman. To what colleges do you usually send them? 

Mr. Harsison. This year they are in 34 colleges and universitié 
throughout the United States, from coast to coast and from border t 
border. 

Mr. Passman. What is the average cost per student? 

Mr. Harstson. It runs about $2,800, sir. 

Mr. Passman. You do have the cooperation, I am sure, of t! 
college presidents in bringing these youngsters in. 

Mr. Harsison. Unqualified cooperation, sir. 

Mr. Gary. Twenty-five into $84,000 is $3,300. 

Mr. Harsison, $3,300; I am sorry. 

Mr. Passman. How long do they stay here? 

Mr. Harsison. Normally not over 2 years. All the students the 
are sent over have their baccalaureate degree. Two years over hel 
will give them their master’s degree. 

Mr. Passman. The $3,300 pays the entire cost from the time the 
leave the Ryukyus until they return; is that correct? 
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Mr. Harpison. Per year, sir. 

Mr. PassmMan. Bringing the cost to $6,600 for 2 years. If they stay 
an additional year, what part do we contribute? 

Mr. Harstson. Any additional time spent here is under their own 
steam. They get their own subsistence, and so forth, from some 
other source, not from us. 

Mr. Passman. How old is this program? 

Mr. Harpison. It started in 1950, sir. 

Mr. Passman. What other programs do you have similar to this, 
through which the natives are sent to other countries for training? 

Mr. Harpison. Only to the University of Hawaii, sir. 

Mr. Passman. Do they come under the same program? 

Mr. Harsison. That is a part of the same program, sir. 

Mr. PassMaN. Is it under the same money request, the same figure? 

\Mr. Harprison. No, sir. 

Mr. PassMAN. It is a separate item? 

Mr. Harsison. It is a separate item below that. 

Mr. PassmMan. Why could not all this be put together, so we can 
understand it? 

Mr. CuristMas. It is, sir. If I may, the material that we previ- 
ously offered for the record includes a complete listing of this entire 
program. 

Mr. Taner. Have you a copy of that? 

Mr. Curistmas. Yes. 

Mr. Passman. You have ‘Continental United States’; new, 
“Continental United States, extensions, Hawaii’; new, ‘Hawaii, 
extensions.” 

Mr. Harpison. That is it. 

Mr. Passman. What do extensions cover? 

Mr. Harsison. That is the second year. 

Mr. Passman. Are you sending them into any countries other than 
the United States? 

Mr. Harsison. No. 

General Mrap. We have the vocational in-service teacher training 
for ‘Taiwan. 

Mr. Harsrson. That is not in this account. 

Mr. PassMan. We refer to it as an exchange program. Do you 
have any exchange anywhere? Do you have any of our people going 
to Okinawa for training? 

Mr. Harprson. Under the Michigan State University advisory 
group, sir. 

Mr. PassMAN. How many Americans do you send there? 

Mr. Harpsrison. There are five or six. 

Mr. PassMan. What do you train them to do? 

Mr. Harprson. They are connected with the administration of the 
university and in general education support to the USCAR and 
general education in the Ryukyus. 

Mr. Passman. Are they giving or receiving instructions? 

Mr. Harsison. They are giving. 

Mr. Curistmas. I should point out that program is under a differ- 
ent project in the budget. 

Mr. Passman. I know, but we might well discuss it while we are 
on it. 
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TECHNICAL COOPERATION 
Technical cooperation; 1961 estimate, $125,000; 1960 appropriation 
$80,000. You seek an increase of $45,000. We shall insert page 8 
of the justifications at this point in the record. 


(The page referred to follows:) 


Project OS?6 Technical cooperation 





Actual Estimated Estimate, 
| obligations, | obligations, fiscal year 
| fiscal year fiscal year 196] 
1959 1960 
a ce els ee | $80, 000 $80, 000 $125, 


A. Re quire ments 


1. Michigan State University advisory mission to the University of 







SRR MNMR UNIS Se eae: 2 ae -ccan 901, @ 
Contractual cost._.......--- set he De : cag an 
Transportation - . : ; are : 2, 926 | 
Shipment of household goods__- oe : 8, 08 

Agricultural and forestry advisory missions____..-......---_--- 11, 00 





2 ICA technicians from USOM, Taiwan ee) Te bat 
12 Chinese national experts_-- . aaah a a ee ae 10, 444 


3. Fishery advisory missions, 5 technicians from Japan 5 den tote Sa 16, O00 
4. Industrial advisory missions_____---_-- new , : 7, 00 












1 U.S. technician 
1 Japanese technician 









IRE RE eR ee ee ee ee A SEY Le, _ 125, 00 


(Breakdown of the foregoing costs will be found in the accompanying backy 


file.) 











MICHIGAN STATE UNIVERSITY ADVISORY 


THE 


MISSION 
RYUKYUS 


TO THE UNIVERSIT! 























OF 





I note on page 90 that the $11,000 is added to the cost of the Michi- 
gan State University advisory mission to the University of the 
Ryukyus, and you state that this amount was formerly financed under 
the administration section. However, I do not see any reduction 
indicated on pages 45 through 48 for this purpose. 

Mr. Curistmas. Mr. Chairman, what has happened is this: These 
people are transported on Military Sea Transportation Service, which 
went on an industrial funding basis in 1960. MSTS has absorbed the 
cost of the transportation of these people and the bills have not ac- 
tually been paid in the past. This item was omitted 

Mr. Passman. Who gave it to them? If they have not been paid, 
how did they get that free transportation? 

Mr. Curistmas. The costs were simply absorbed. 

Mr. Passman. Who absorbed it? 

Mr. Curistmas. MSTS. In other words, it was absorbed in 
Military Sea Transportation Service overall operation, and was not 
reimbursed. 
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Mr. Passman. You are not doing a lot of absorbing this year; 
are you? 

Mr. Curisrmas. Sir, it is really improper. It is supposed to be 
paid, according to the finance system of MSTS. 

Mr. Passman. What kind of technical cooperation program is it? 

Mr. Curistmas. Are you referring to the Michigan State mission 
in particular? 

Mr. PassMANn. Yes. 

Mr. Harpison. That nomenclature was selected for us by the 
Bureau of the Budget. They did not want to put it under exchange 
of persons. They wanted it under a separate program. They called 
it that. 

Mr. Taser. Why? 

\Mir. Harpison. It is called economic aid. 

Mr. Curisrmas. It is really technical service. 

Mr. PassMan. Let us pin it down. 

Mr. Harsison. Technical cooperation. 

Mr. PassmMan. Who is involved and who gets the checks? Does 
Michigan State University? 

Mr. Harsison. The Michigan State University advisory group. 

Mr. PassMan. How many do they send over? 

Mr. Harstson. Six. Not to exceed six, from the United States to 
the Ryukyus. 

Mr. Gary. What are they doing over there? 

Mr. Harsison. They are in charge of keeping the young university 
in the right fields in administration, curriculum development, teaching, 
extension work, and work of that type. 


AGRICULTURAL AND FORESTRY ADVISORY MISSIONS 


Mr. Passman. Agricultural and forestry advisory missions. How 
many do you have in that field? 
General Meap. This is a new proposal. 


UTILIZATION OF ICA TECHNICIANS ON REIMBURSABLE BASIS 


Mr. Passman. Two ICA technicians from USOM, Taiwan, $556. 
You take them from [CA and reimburse ICA out of this appropriation ; 
is that correct? 

Mr. Curistmas. That is correct. With respect to the ICA tech- 
nicians per se, it is a reimbursement item to cover their transportation 
and per diem in Okinawa. 

Mr. Passman. That is out of our regular bilateral ICA technical 
aid program; is it not? 

Mr. Curistmas. Yes, sir. 

Mr. Passman. That is something complicated now. Why would 
not ICA send technicians there? They have three times as much 
money as they need for a good job scattered over the world. Why 
does ICA have to go through you and you reimburse them? Why do 
they not send their technicians out as in other programs? 

Mr. Curistmas. The Ryukyus has not normally been entitled to 
mutual security funds or mutual security programs. 

Mr. PassMan. Nevertheless, you are requesting ICA hired and 
assigned technicians to come in to Okinawa; are you not? 


53909—60—6 
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Mr. Curistmas. To the extent we reimburse them for transporta- | 


tion expense. 

Mr. Passman. We give ICA the money to employ technicians under 
the regular program. They farm them out to you, and they get the 
money back for it; do they not? 

Mr. Curistmas. Yes, sir, but only for the extra travel expense 
involved. 

Mr. Passman. I want to find out how many deals they have such as 
that one, and how much money they recover. 

Mr. Curistmas. | believe, sir, you will find that the overall effect 
on their program of this small amount of $550 here is practically 
negligible. 


| 


Mr. PassMan. That is correct, but you are testifying only for the 


Ryukyu Islands, 

Mr. Curistmas. That is true. 

Mr. Passman. You could put your foot on a banana peel and slide 
over it in 15 minutes, but we are talking about the world. If they 
practice it one place, they will practice it elsewhere. We want to 
know the total. 

CHINESE NATIONAL EXPERTS 


You have 12 Chinese National experts. In what fields are they 
experts? 

Mr. Curistmas. Forestry and agriculture. 

Mr. PassmMan. From what part of China do they come? 

Mr. Harsison. Taiwan, Nationalist China. 

Mr. PassMAn. Does it mix things up a little bit that we send our 
technicians over to teach the Chinese forestry, and we have a big 
delegation out there now; and then they in turn, when they get a little 
training, come in and teach the Ryukyuans? 

Mr. Curistmas. The Chinese experts we are talking about here are 
people who work under the USOM and Formosa Government in the 
so-called JCRR, Joint Commission on Rural Reconstruction in 
Taiwan. These people are the vehicles through which ICA and the 
local government accomplish development purposes in Taiwan. In 
other words, ICA trains these Chinese Nationals, and they in turn go 
out into the fields and do the work that ICA seeks to accomplish. 

Mr. Passman. Our men in this country who are supposed to be 
experts are sent out to these foreign countries, such as Taiwan, to 
train those people in our techniques. Why would it not be just as 
reasonable to send these people to Okinawa? Where do these 10 or 
12 Chinese National experts fit into the picture? Are those people 
we have already trained under our program in Taiwan? 


DESCRIPTION OF PROGRAM 


General Mrap. Yes, sir. I think this is discussed fairly well, sir, 
on page 90, paragraph 2 of that page. May I read it? 

Mr. PassMan. Yes, you go ahead and read it. 

General Mean (reading): 


Ryukyuan farmers are faced with three difficult and related problems: (1) Re- 
ducing excessively high production costs; (2) raising the low productivity of 
farmland; and (3) increasing the efficiency of farm operations. Because of 
limited arable land, maximum utilization of the available land must be realized 
through application of modern farming techniques and advanced agricultural 
knowledge. 
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In Taiwan the U.S.-Nationalist Chinese Joint Commission on Rural Recon- 
struction has been extremely successful in coping with these problems. Tech- 
nicians from Taiwan are therefore well suited to furnish expert technical guidance 
in agriculture to members of GRI and the local farming community. Some of 
the specific examples are: 

a) Since Taiwan and the Ryukyus share similar subtropical climates and 
geophysical characteristics, new varieties of vegetable and fruit crops might 
profitably be introduced from Taiwan. 

b) Knowledge and experience in advanced farming techniques which have 
been highly developed in Taiwan would be of considerable practical value in the 
Ryukyus. 

(c) Taiwan agricultural experiment stations are highly successful in controlling 
plant diseases and insect pests similar to those that attack crops in the Ryukyus. 

(d) Terracing, irrigation, and farming of hillsides is extensively practiced in 
Taiwan. Assistance is needed in the Ryukyus to put under cultivation many 
unused mountainsides capable of growing food and forage crops. 

(e©) Taiwan experts are needed to advise on the typés and benefits of various 
irrigation systems by which maximum use can be made of all water resources. 

Forestry specialists are required to assist the GRI Forestry Bureau in intro- 
ducing new varieties of tropical and subtropical trees to reforest war-damaged 
and denuded areas. Hardy, fast-growing species of timber trees are needed to 
arrest soil erosion and to establish watersheds for irrigation reservoirs. Varieties 
suitable for windbreaks and tide breaks along coastlines are required to protect 
crops from frequent and severe typhoons. 


TRAINING OF CHINESE NATIONAL EXPERTS 


Mr. Passman. We are trying to pin this down. We have four or 
five of these technical aid programs: The U.N. expanded technical aid 
program, the United Organization of States aid program, the bilateral 
technical aid program, and there are a couple hatching out now. 
Many of our experts in the field of agriculture are in Taiwan at this 
time. Where did these Chinese nationals that we have on Okinawa 
training the Okinawans get their training? 

General Mrap. This is pyramiding our investment there, really. 

Mr. Passman. I am not arguing that point. 

General Mrap. We put our people in to help these Chinese, and 
they have helped themselves. 

Mr. PassmMan. Where did these Chinese nationalist experts get 
their training before going to the Ryukyus? 

General Mrap. They have had it on Formosa. 

Mr. Passman. Did you teach it to them in Taipei? 

General Mrap. It was under this joint program. 

Mr. PassMman. The knowledge they have was received from the 
Americans in the first place? 

General Mrap. That is right. 

Mr. O’Fianerty. Of course, Mr. Chairman, they are Taiwanese 
who are engaged in farming, in agricultural pursuits. The environ- 
ment in Taipei or Taiwan, as you well know, is very similar to the 
Ryukyus. Therefore, they have some knowledge of agriculture before 
they go into the training center. There they are given additional 
technical knowledge and become experts in combining western know- 
how with the Asiatic innate understanding of their own problems. 

Mr. Passman. These people are employed by the ICA as experts. 

Mr. Curisrmas. No, sir. 

Mr. O’Fianerty. They are the products of the ICA. 

General Mrap. Former students of the ICA. 

Mr. Passman. As there are so many millions of dollars unexpended 
and no doubt many millions of unappropriated funds in this bilateral 
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technical aid program, and as our experts are so good in that field, 
why would we not just send them directly over to the Ryukyus? Why 
do we have to go through Taipei, train them, and let them go out? 
We are making two appropriations. 

Mr. Curistmas. Mr. Chairman, I believe the problem in the 
Ryukyus would be the same as that in Taiwan. 

Mr. Passman. If our people could train the people in Taiwan in 
the field of agriculture and forestry, they could certainly train them 
in the Ryukyus, could they not? 

Mr. O’Fianerty. They could if we could afford to hire the high- 
priced western technicians to train the people. We can get a better 
product or the same product, at least, from the trained Taiwanese 
who has had the benefit of U.S. special training. He can then 
impart that to the others, the Ryukyuans. If we were to try to bring 
in the 10 or 12 U.S. personnel in lieu of the Chinese nationals, sir, I 
submit it would be far more expensive. 

Mr. Passman. Let us see if I understand this correctly. There is 
no connection between this technical aid program in the agricultural 
and forestry advisory mission in Taiwan and our present ICA, 
They are byproducts of something in the ICA. They have taught 
them our techniques, and they have been turned loose to practice 
in their own way, and you employ them? 

Mr. O’Fianerty. To make a distinction, there are two ICA 
technicians who may be U.S. citizens. They are employed by ICA. 
Of the number in Taiwan whom we propose to bring in to the 
Ryukyus 

Mr. Passman. I follow you there. 

Mr. O’Fuanerty. In addition, 12 Chinese not employed by the 
ICA would be brought in to the Ryukyus. 

Mr. Passman. The ICA is an American agency which hires the 
technicians and sends them over, we shall say, to Taiwan. Then 
another Government agency, the administration out in the Ryukyus, 
hires the ICA agency to send them to Taiwan and you bring them 
over to the Ryukyus. You pay the ICA, and the ICA takes that 
money and spends it somewhere. 

Mr. O’FLanerty. To the extent of two specialists, ves, sir. 


“BABY” TECHNICAL AID PROGRAM 


Mr. PassMAN. That is the two specialists. Then you have what 
we possibly could identify as a kind of ‘‘baby”’ technical aid program 
developing in the field of the Chinese nationalist experts. 

Mr. O’FLanerty. You might say so. 

Mr. Passman. That would be a kind of ‘‘baby”’ technical aid pro- 
gram in the making, would it not? 

Mr. O’FLanerty. Yes. 

Just as the Japanese send technicians into parts of Asia. 

Mr. Passman. At least that makes it a little bit complicated, 
because there are more of those things hatching out, and we shall not 
be able to get them under the hen if the chicks grow very fast. 

Mr. O’FLanerty. There is a question of economy here. 

Mr. Curistmas. May I make a statement here? Agriculture often 
has been referred to by the Ryukyuans as a cancer of the Ryukyus. 
It is a fact that they cannot feed themselves from the land that they 
have out there. 
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Mr. Passman. They never have been able to, have they? 

Mr. Curistmas. That is correct. 

Mr. Passman. That is no different than it ever has been. 

Mr. Curistmas. However, sir, they have not had a population 
problem which is as severe as it is at this point. There are about 
1,500 per square mile on Okinawa. They have to import some 50,000 
tons of staple foods per year. To the extent they can make any of 
their land more productive—of all 150,000 acres that are arable, 
virtually none, | would say, is fully productive. The High Commis- 
sioner believes that we should do anything and everything possible 
to improve the productivity of the soil which they are cultivating, 
and to bring other areas into cultivation. 

Mir. PassMAn. It is a question of the complicated manner in which 
we are going about it. Here we find ICA personnel being hired out 
to other Federal agencies in the technical aid field. 


OBJECTIONS TO TAKING ADDITIONAL LAND FOR HAWK MISSILE SITES 


. Gary. You just said they do not have sufficient agriculture to 
feed their people. There was an article in the paper last night that 
the Ryvukvuans were bitterly opposing the Federal Government’s 
taking additional land for military bases on the island. There was 
no objection to the bases, but there was objection to the United 
States taking additional land for them. Does the Army not have 
enough land for a base now without going out and taking more land? 

GENERAL Meap. I think I might respond to that question. This 
particular land is for Sees the HAWK missile. The HAWK missile, 
as L am sure vou know, is the one which combats low-flying attacking 
aireraft. Lt supplements the NIKE defense. It is just coming in out 


there. In order to site the HAWK radar, vou must have it at a proper 
levation in order to scan the foreground so as to detect the low- 
flving craft coming in. After exhaustive surveys, General Booth has 


discovered that, trv as he may, he has not vet been able to avoid tak- 
ing, | think, less than 55 acres permanently out of cultivation im 
order to locate these HAWK radar. 

The Art as in disagreement initially with his soluti and said 

the Army was in disagreement mitiaiv with his solution, and sak 
BAW ES is mobile, so why do you have to use this land this way? 
le reported, quite correctly Iam sure, because I was there in the 
inet t\ pl ioon and | know what these t yphoons ¢ an do, that this radar 

{ 


has to function, typhoor 1 or no typhoon. You cannot let vour gus ard 
be down while vou repair damages from a typhoon and in the mean- 


lime, right on the heels of it, let an attack come in. So he has to 
have built-in protection for this control equipment and the radar for 
the HAWK. That explains the situation. 

ip Gary. You do not have any land which would be suitable for 
that now? 

General Meap. He is using to the maximum that which is suitable, 
and he still finds this amount necessary. He has been asked again to 


review it, and he is reviewing it again. 

Mr. Gary. | a he does, because I know the Army has made 
attempts to take land in my district from time to time which ab- 
solutely was nahi necessary. Ihave blocked the effort several times here 
in Congress. I do not blame the Ryukyuans at all. If they have a 

carcity of land, I do not blame them for not wanting to give it over 
to the Army unless it is absolutely essential. 

Discussion off the record.) 
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AGRICULTURAL SITUATION 


General Mrapv. May I say something more about this agricultural 
situation in the Ryukyus. I think this is very interesting and very 
significant. 

Ishigaki Island lies about 160 or 180 miles southwest of Okinawa. 
Before the Americans went in there and eradicated malaria and stimu- 
lated resettlement and stimulated agriculture, 90 percent of the in- 
come for this island was from the fishing industry in 1953. In 1959, 
over 70 percent of the income was from agriculture. Still the real 
value of the fishing take was a little greater than it was in 1953 when 
it was 90 percent of their subsistence or income. So it is possible to 
improve their procedures and improve the productivity and bring 
more land into production if we give them the proper sort of leader- 
ship, guidance, and technical help. 


EXPANSION OF TECHNICAL-AID PROGRAMS 


Mr. PassmMan. General, we are not questioning the desirability, 
but the way it is being handled. There are those who believe too 
much money is going into this technical-aid field. Appropriations 
under the mutual security program, even under the special assistance 
program, are branching out into two more technical-aid programs. 
You can control it to some extent if vou have it under mavbe the one 
heading, but when the ICA employs personnel and then farms them 
out to other programs, and the ICA is reimbursed out of an appropria- 
tion made in a separate account, it becomes somewhat complicated. 
It is a question of how much of this are you doing? It is not quarrel- 
ing with the desirability of this program. There is nothing personal 
about this. We sit here and listen to requests for hundreds of mil- 
lions of dollars for technical aid. 1 want to commend you and your 
witnesses for labeling it correctly—technleal cooperation. That is 
what it is; but I never knew ICA was hiring out the personnel it 
employs to other agencies and receiving back appropriated dollars. 
To some extent that complicates it. 

Mr. Curistmas. Mr. Chairman, if | may reiterate one point on 
this: The $556 for the two ICA technicians is only to cover their 
transportation cost and per diem while in Okinawa. 

Mr. Passman. I am looking at an increase of $45,000, and I am 
looking at page 100 of your justifications under technical cooperation, 
project 0876. It is true vou have only two of the ICA technicians; 
but under that you have 12 Chinese National experts to be selected 
by the JCRR. Then you have five technicians from Japan. Of 
course, we have no way of knowing to what extent this may grow. 
At least to me, you are scattering it in so many fields. - This would 
be insignificant if it were not something we are running up against 
all the time. This committee and the Congress make reductions in 
this bilateral technical aid program and the U.N. expanded technical 
aid program, but we see it popping up all along out of other appro- 
priations. It looks as if at least indirectly our reductions are being 
nullified. I am sure you follow my thinking here. 

Mr. Curistmas. Yes, sir. The aggregate, though, of the technical 
aid requested here, $34,000, we feel is very modest in comparison with 
the purposes which will be served. 
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Mr. PassmANn. I certainly do not think you would be holding your 
position if you did not take that position; and I should like to say I 
will add you to the other 43,608 good-will ambassadors in the mutual 
security program; and I do not mean that sarcastically, I would 
expect just that answer. There never has been a witness before this 
committee yet who did not attempt to justify his request. If he did 
not do that, he would not be on that side of the table the following 
year. I am not quarreling, but I did not expect you to testify any 
other way. 

ADMINISTRATIVE ACTIVITIES 


Under the administrative expense, this is again a shocker. In 
1960 there was a very liberal—I do not like the word ‘“‘liberal,”’ but 
we shall call it liberal—appropriation of $1,633,000. It would appear 
that you are requesting $1,744,000, an increase of $111,000. 

We shall insert the justification pages 34 and 35 in the record. 

(The pages referred to follow:) 


Project 0871 Administrative activities 











Actual | Estimated Estimate, 
obligations, | obligations, fiscal year 
fiscal year fiscal year 1961 
1959 1960 
i ie a a eB $1, 529, 046 $1, 633, 000 $1, 744, 000 





A. Requirements 


| U.S. civil administra- 
Office of Civil Affairs | tion of the Ryukyu 
| Islands 
Subproject 0871.1 Pay of civilian employees | 





or 
Totalnum- |Total salary} Total num- |Total salary 

















ber ber 
ene ea a eee : -| aes ea 
I ii a eit sdakpchaige 11] $64,215 | 416 | $1,285, 545 
BONNE OUR ONO oo den cicpbnbne namatcccnudccsschses ee 5, 280 | 4 | 22, 616 
Ee II oii a cerns cdcwawcmivnnUoene 10 | 58, 935 | 412 | 1,262,929 
Positions other than permanent, temporary and inter- | | 
Sn Io kn cn nceas es ccesecs acs eee | OOO 5 cacesex 6, 000 
Payment in excess of 52-week base.......---.-- ee Renae Seu eet oe Be 2: cans 4,094 
Overtime and holiday pay._.----..- ee eet ote os ge as | Os 5 ac etene 8, 600 
Additional pay for service abroad. ....-...-.-.--.------ Scarabs Sedan I aeeseicgmnere peeunanael 4, 500 
| —————_____ —— | ___._ — — —— - —_ ——— 
Total, personal services........-........-...--.-- See 61, 500 |.-.----- -| 1,286,123 
Contribution to civil service retirement fund_-.....-- Se eae -| 3, 900 - jaa 62, 092 
Subsidy to employees’ life insurance- --_-...--.--..-----|--------- ; CEE acencncuu 3, 290 
UN NN Ene ee ae eT mien aeae 180 ie mee 1,795 
Ripa) SII NON i ace cunue bende nadomaace ieaneiscewentesik ek igeeceses 1,700 
ake Mere OE PETE aac ccndncaecnnne Ree | 66, 000 _..-----| 1,355,000 
Grand total.-_--- sib isilit ocietedienca dethdives te dtes eed aeaheciomaoaantat $1, 421, 000 ; 
| 





Estimated employment at end of— 
June 1960__ sd 405 


September 1960_ - ee Sr ee oe 2 co savntess soa 
December 1960___ a : .. Sao 
March 1961___- 33 ae eo 418 
June 1961. .=...< ee ae a $20 
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PERSONNEL 


Mr. PassmMan. Would vou comment concerning the necessity for | 


the net increase of 18 emplovees? 

Mr. O’Fianerty. Mr. Chairman, this increase, as you recognize 
so well, is a net increase, involving two Departments of the Army 
civilians to be appointed in the political affairs and labor field, and 
16 local employees; Ryukyvuans, who will be employed in the various 
departinents. 

Mr. Passman. Are they likewise in the labor relations field? 

Mr. O’Fianerry. Labor relations and other fields through the sev- 
eral departments. 

The requirement for the 16 employees, that is, for the 2 Department 
of Army civilians, is a net of deletions of 8 positions which are specified 
on page 25, and the acquisition or addition of 10 positions, adjusting 
the composition of the civil administrations act to the requirements 
of the current developments and current needs for men. 

The Ryukyuans whose services are requested are, as [ mentioned, 
scattered through the various departments of the civil administration, 
You will note some of them are janitors and guards and drivers. They 
are all in the lower grades except one information specialist. 

Mr. Passman. You also have he x a fishery technician. Does he 
come in under technical cooperation? 

Mr. O’FLanertry. No, sir. He is a direct employee of the civil 
administration. His technical talents probably would be spent 
largely advising the Rvukvuan fisheries people how to do their work 
He is a direct employee of the civil administration. 

Mr. Passman. But there is a net increase of 18. Would vou supply 
for the record the total number of authorized positions, by year, for 
the past 5 years? 

Mr. Curisrmas. 1 will do that. 

Mr. Passman. If vou have it there, please read it into the record 
so the committee can hear you. 

Mr. Curisrmas. The actual number of Department of the Army 
civilian employees of USCAR on July 1, 1955, were 115; on June 20, 
1956, 113; on July 2, 1957, 125; on June 20, 1958, 107; June 30, 1959, 
133; and on June 30, 1960, the estimate is 147. These figures do not 
include the Office of Civil Affairs in Washington. 


AVERAGE ANNUAL SALARIES 


Mr. Passman. On page 49 of the justifications, second paragraph, 
it Says: 

While the average annual salary of the Department of the Army Civilians 
DACs) on the USCAR staff mav be higher than many goverirmental agencies 
it is pointed out that this happens because the calculation of averages does not 
include the salaries of Ryukyuan employees. 


Would you comment on that a little? I am afraid J do not quite 


understand the meaning. 

Mr. Curistmas. Yes, sir. 

We have presently authorized 251 Ryukyuan employees. We are 
requesting 16 additional ones for the budget year 1961. 

Mr. Passman. Will that be in addition to the 18 e mployees? 


Mr. Curistmas. No. They are a part of the 18 increase. They 
are paid an average of about $750 a vear each. However, they 
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occupy positions such as you would have filled in Washington and 
elsewhere by U.S. civil service employees, grade GS-3 through 
GS-12. Therefore, if we were in the position where we had to hire 
only American employees the amount of the payrolls would be con- 
siderably higher, but the average GS grade substantially lower. 

Mr. Passman. How many of your employees are in grade 13 or 
above? 

Mr. CuristMas. Speaking of the employees requested for 1961? 

Mr. PassmMan. No, I am speaking of the employees on the payroll 
at the last period. 

Mr. Curistmas. Thirty-nine, sir. 

Mr. PassMaNn. Thirty-nine in grade 13 and above? 

Mr. Curisrmas. Yes, sir. 

Mr. PassmMan. What were their grades in their assignments prior 
to going to the Ryukyus? 

Mr. Curtstmas. Mr. Chairman, I cannot answer that question 
exactly but I will say this, if I may. The qualification standards as 
used by the civilian personnel office in employing people out there are 
the same as those used here, and a person could not fill a higher grade 
position there than he could qualify for in the United States. 

Mr. Passman. Do you have a lot of employees who, because of 
dissatisfaction with their salaries, are returning to the United States? 
Are you losing many of them? 

Mr. Curistmas. No, sir. We do experience difficulty with re- 
cruitment because people are not generally aware of the conditions 
there. They are reluctant to leave ‘jobs they have here in the United 
States to go to the Ryukvus. 

Mr. Passman. And when they get there they are just as reluctant 
to leave the Ryukyus and come back here? 

Mr. Curistmas. No, sir. I think we have a fair amount of turn- 
over. 

EXPERTS AND CONSULTANTS 


Mr. Passman. What is the per diem rate you pay experts and con- 
sultants? 

Mr. Curistrmas. It varies, but it averages about $50 a day. That 
is for people hired on a per diem basis who are not on another govern- 
ment payroll. For those on other payrolls of the government or in 
other branches of the military service, the rate is $6 per day. 

Mr. PassMan. Why is it necessary to increase this item by $3,500? 

Mr. Curistmas. This item fluctuates depending on what the re- 
quirements are for specialized assistance in highly technical field for 
which we do not have people on the staff. The amount which we 
are requesting for 1961 is approximately equal to that used for this 
purpose in 1959. 

Mr. PassmMan. You are requesting an increase of $3,500; are you 
not? 

Mr. Curistmas. Yes, sir: but I say again it fluctuates from year to 
year. In 1960 the amount happened to be low. In some years we 
have used as much as $12,000. But I believe it is more economical for 
us to ask for specialized experts when required than to have on the 
payroll a specialist in each of these fields. 

Mr. Passman. That would be a matter of judgment? 

Mr. Curistmas. Yes; that would be a matter of judgment. 
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MOBILE CULTURAL CENTERS 


Mr. Passman. How many mobile cultural centers do you have at 
the present time? 

Mr. Curistmas. Three. 

Mr. PassmMan. Are you not requesting funds for two more? 

Mr. Curistmas. Yes, sir. 

Mr. Passman. Why is that necessary? 


Mr. Curistmas. We attempt to cover the Ryukyu Islands to the | 


maximum extent with our cultural center activities. The three 
mobile units we have now are all used in Okinawa, the north, central, 
and southern sectors of Okinawa, respectively. The results we have 
achieved through these mobile units in reaching the outlying areas 


have been, we feel, phenomenal. We would like to have two more | 


mobile units; one for each of the two southern island groups, Miyako 
and Yaeyama. 

Mr. Passman. Some of my constituents reading your justifications 
would think that Okinawa is bigger than Texas. 


PURCHASE OF TELEVISION TIME 


Would you comment on the increase requested on page 47, to 
provide for full-year patronage of commercial TV station and local 
film production enterprise? 

Mr. Curistmas. This is a part of our public information program, 

Mr. Passman. Who are you informing? 

Mr. Curisrmas. The Ryukyvuan population at large. 

Mr. PassmMan. You say “patronage.” That is your contribution. 
Are there any other contributions making up the total? 

Mr. Curistmas. On page 47 the figure to which you are referring 
is merely the increase over last vear. In the field of audiovisual 
activity, we expended $18,000 during the current fiscal year and are 
requesting $22,000 for next year. 

Mr. Passman. Out of which appropriation did vou expend it last 
vear? 

Mr. Curistmas. Out of this same appropriation, “Ryukyu Islands, 
Army.” 

We find this is one of the most popular and effective media to get 
information to the Ryukyuan people. This TV station just went on 
the air in the current year and we are purchasing broadcast time on it. 
This is to provide time on the air for us to present speeches, docu- 
mentaries, films, and other materials which we get mostly from 
USIS. 


TOTAL COST OF PUBLIC INFORMATION PROGRAM 


Mr. Passman. What is the total cost of this type of program, 
newspapers, radio, TV, and otherwise? 

Mr. Curistmas. $100,000 is the total for the entire public-informa- 
tion effort in 1961, as compared with $94,000 for 1960. 

This includes the entire public-information program. 

Mr. Passman. This is just civilian. You have the military forces 
there; do you not? 

Mr. Curistmas. They do not have basic responsibility for an in- 
formation program aimed directly to the civilian population. 
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Mr. PassmMan. Would you say almost every family in Okinawa 
would have one or more members of the family connected with the 
military forces out there? 

Mr. Curistmas. No, sir. 

Mr. PassmMan. How many natives do you have employed? 

Mr. Curisrmas. About 50,000. 

\Ir. PassMAN. By the military? 

Mr. Curistmas. Yes; employed by the military. 

Mir. PassMan. What is the population? 

Mr. O’FLaHERTY. 855,000. 

Mr. Gary. Will the gentleman yield? 

Mr. Passman. Certainly. 


USIA EXPENDITURES 


1 


lr. Gary. What is the USIA spending on the island? 
\ly. Curistmas. We have an item included in the sum I just men- 
tioned of $20,000 for reimbrsement to USTA for materials they furnish 
tO Us. 

Mr. Gary. They render their services and you reimburse them? 
\ir. CHristmas. They furnish us with the material which we in turn 
disseminate. 


RESEARCH AND EVALUATION 


Mir. Passman. How much do you have budgeted for research and 
evaluation under this activity? 

\lr. CurispmMas. $8,000. 

\ir. PassMAN. For what purpose is it used? 

\ir. Curistmas. That is to provide for research contracts to 
evaluate Ryukyuan thinking, opinions, mass media habits, and to 
survey what they do with their spare time, what they are thinking 
about, what they read, and what influences them the most, and thus 
give us an objective measure to determine what kind of program will 
fulfill the requirements. 


OBLIGATIONS FOR PUBLIC INFORMATION IN 1958 


Mr. Passman. How much did you have for this program in 1958? 

\ir. O’Fuanerty. For research and evaluation? 

Mr. PassmMan. I am speaking of this item in which you are asking 
ior $100,000 for the program we have had under discussion. 

Mr. Curistmas. In 1958 we expended $101,211. 

My. Passman. How much of that did you spend for radio and tele- 
Vision? 

Mr. Curistmas. | would have to supply that later, sir, if I may. 

The information follows: ) 


Obligations for public inforn ation, fise al year 1958 


Press and publications expenses. _.........-..-.-.--- cekwesn PRE EOE 
Operation of cultural centers : awcw one Gao 
\udiovisual expenses (radio, TY, ‘and motion pict ure releases) . inne | oe 
Research and evaluation_ S28 8, 603 

Total. ... is erese Ze% . 101, 211 
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Construction oF USCAR Faciuiries 


Mr. Passman. For the construction of USCAR facilities, that was 
in the appropriation last year at $300,000. We shall insert pages 60 
and 61 of the justification in the record as this point. 

(The pages referred to follow:) 


Project 0872 Construction of USCAR facilities 








Actual Estimated Estimate, 
obligations, obligations, fiscal year 
fiscal year fiscal year 1961 
1959 1960 
| 
I a ee ee i . $300, 000 $50, 000 


A. Requirements 


Construction of cultural center and the office building for representativ: 
High Commissioner at Yaeyama, $50,000. 

B. Justification 

The fiscal year 1960 budget described in detail the dilapidated and hazardous 
condition of 3 USCAR cultural centers (located at Naha, Miyako, and Yaeyama, 
respectively), built in temporary-type construction about 10 years ago, and 
requested funds sufficient to partially reconstruct them, on the basis that they 
would be completed in fiseal year 1961. The current year appropriation thus 
contains $125,000 toward the total cost of $175,000 for these 3 buildings. The 
other 2 centers (located at Nago and Ishikawa) were rebuilt with fiscal year 
1958— 59 funds. 

During fiscal year 1960, 3 severe typhoons visited the Ryukyus, one of which 

damaged the Miyako Center so extensively that its entire replacement, at a cost 
of $50,000, was required. 
The Naha Center is also being entirely rebuilt in fiscal year 1960. The use of 
the land underlying the old center had been donated for this purpose by the 
owners. These owners, however, expressed the desire in fiscal year 1960 to either 
receive rental payments or have the land released. In the interest of conserving 
costs in this program, it was decided to release the land and relocate the Naha 
Cultural Center on State land (held by the Ryukyu Property Custodian). This 
relocation necessitated that this center be reconstructed in its entirety at a cost 
of $70,200, as opposed to the former plan for incremental replacement. 

The third center at Yaeyama therefore requires complete replacement in fiscal 
year 1961. It is proposed that this structure will be similar to the one at Miyako, 
consisting of 9,000 square feet of interior space, including a 285 square foot office 
for the representative of the High Commissioner at Yaeyama. The cost of 
$50,000 (about $5.50 per square foot) will permit modest design of adequate, 
though not excellent, quality. 


Mr. PassmMan. How much have you expended of that amount? 
Mr. Curistmas. To date we have only spent $17,000 toward the 
design of the facilities. 

Mr. Passman. How many buildings are involved in this appro- 
priation? 

Mr. Curistrmas. Four buildings, two cultural centers, one court 
building and one motor pool operations building. 

General Mrap. The third cultural center had some $4,800 spent 
on it, 

Mr. PassmMan. Did we not discuss this at length last year and reach 
an agreement that this $300,000 would be sufficient to complete 
these buildings? 

Mr. Curistmas. No, sir. I think you will find the request was for 
$300,000, which was to furnish the cost of constructing two of the 
cultural centers, leaving a third to be financed in the coming vear. 





| 
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Mr. Passman. What is the estimated cost of the five buildings? 

Mr. Curistmas. This additional $50,000 will complete the five 
buildings. 

Mr. Passman. And you have expended only $17,000 to date? 

Mr. CuristMas. Yes, sir. 

Mr. PassmMan. And you have not awarded contracts for the con- 
struction of the buildings? 

Mr. Curistmas. The contracts are now being awarded. 

on 
Mr. PassmMan. You have not received the bids? 
Mr. Curistmas. No 


BASIS FOR ESTIMATE 


Mr. PassmMan. How do you know $50,000 will do it? 

Mr. CuristmMas. Construction costs are fairly stable and we have 
estimated the cost at about $5.50 a square foot. 

Mr. PassMan. Why get bids if you are so positive what it will be? 
Do you ask for bids? 

Mr. CuristMas. Yes, sir. 

Mr. PassmMan. How many do you require? 

Mr. Curistmas. Three. 

Mr. PassMAN. You actually do not know if it will be minus or plus 
until you get the bids? 

Mr. Curistmas. That is true; but contracts are awarded not only 
on cost but quality. 

Mr. Passman. Do you write specifications? 

Mr. Curistmas. Yes. 

Mr. Passman. And if they meet the specifications, you award the 
contract to the lowest bidder? 

Mr. CuristMas. Yes. 

Mr. Passman. In order to tell us positively you will need $50,000, 
you have to know the amount of the bid; is that not correct? 

Mr. CuristmMas. No, sir. We have almost completed construction 
of the cultural center at Nago. 

Mr. PassMan. At what cost? 

Mr. Curistmas. $51,000. 

Mr. PassMan. I thought you said you had only spent $17,000. 

Mr. Curistmas. This was mostly out of prior-year funds. 

Mr. PassmMan. What contracts are yet to be awarded, for what 
buildings? 

Mr. Curistmas. The contracts for the two cultural centers, one 
court building, and one motor-operations building are yet to be 
awarded. 

Mr. Passman. What did you request for those? 

Mr. Curistmas. $300,000. 

Mr. Passman. And you actually do not know what the cost is going 
to be until you receive the bids? 

Mr. CuristMas. That is correct. 

Mr. PassMAN. So it is more or less a blind guess? 

Mr. Curistmas. It is a very well worked out estimate, I believe, 
sir. Naturally, we cannot estimate to the penny, but we are confident 
this is a realistic figure. 

Mr. Passman. I do not know why the situation there would be 
any different from what it is in this country. Here you will sometimes 
find bids 50 percent higher than the estimate. 
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Mr. Curistmas. I think this is especially true when we are dealing 
with things where you are likely to have more unknowns, such as the 
construction of a bridge. 

Mr. PassMANn. I ain speaking of buildings. Many times in Goy- 
ernment contracts you will find a differential of 1215 to 15 percent be- 
tween bids, depending upon the economy and how anxious the con- 
tractors are for business. There would be no point in asking for bids 
if you did not kee 
the price down. 


p these people competing with each other to keep 


SHIPMENT OF HOUSEHOLD GOODS 


In your technical cooperation program, on page 88, you have an 
item of transportation of $2,926, and directly under that an item of 


Mr. 





each, « 

Mr. 
$8,089 for shipment of household goods? 

Mr. Curistmas. Four family shipments. 

Mr. 
ment of household goods? 

Mr. Curistmas. $1,600 per family. We estimate that three will 
be bachelors or will not bring their families, and we estimate $563 each 
for the three. 

Mr. 

Mr. 


Mr. 


Mr. 
Mr. 
Mr 
Mr. 
the time you get them there and get them back, because at a sub- 
sequent date you will have to ask for money to ship the household 
goods back? 
Mr. Curistmas. But this is for shipping some personnel out and 
return transportation for some people out there on current-year funds, 


Mr. 
Mr. 


(CHRISTMAS. 


$8.089 for shipment of household goods. 

Would you go into a little bit more detail as to what type of house- 
hold goods you are shipping and for what personnel? 

Mr. 

The transportation item is for 7 professors with an aggregate of 12 
dependents, a total of 19 people to travel one way at $154 each. 


Mr. 


Here is a breakdown of that entire amount. 


PAssMAN. Just one way? 
CuristTMas. These are one-way fares. This involves some 


going out and some coming back, for a total of $2,926. 

The item of $8,089 for shipment of household goods is predicated 
on an estimate that three of these people will be bachelors or will not 
bring their families. We estimate the cost of those three at $563 each, 
or a total of $1,689. The average cost of a family shipment is $1,600 
yr a total of 


$6,400 for the four. 


PassMAN. How many families are included in this item of 


PassMAN. So it will cost $2,000 per family just for the ship- 


PASSMAN. 


Are bachelors bringing their household goods, too? 
CHRISTMAS. 
lors, the total of $8,089. 

Mr. PassMAn. 
househola goods? 
CHRISTMAS. 
sisting principally of books, typewriters, and so forth. 

Mr. 


Sir, the total is for four families and three bache- 


The bachelors are also bringing their furniture and 


They bring some so-called household goods con- 


PassMAN. Only seven are involved? 


CHRISTMAS. 


Yes. 


PassmMan. Of course they will have to ship those items back? 


. CHRISTMAS. 


Yes, sir. 


PassMAN. So that means $16,000 for the seven professors by 


PASSMAN. 


CHRISTMAS. 


Are you going to send back as many as you send out? 
We do not always know how long an individual 
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will stay there. Michigan State may send four new ones this year and 
send three back next year, and so forth. It varies. 

Mr. PassMAN. It certainly would be encouraging if occasionally we 
could find a request for just one item where the request was for less 
money than the previous year, even if it were just a few dollars less. 
= do not have one single item for which you are asking less this 

ear than last year? 

we CuristTMAs. Except construction. 

Mr. PassMAN. I am talking about personnel and representation, 
and soon. You are asking for an increase in every single item in- 
volved in administering the islands; are you not? 

Mr. Curisrmas. Yes, sir. 

Mr. Passman. Mr. Gary. 


TRAINING OF PHYSICIANS AND DENTISTS 


Mr. Gary. Where do you educate these physicians and dentists? 

Mr. Curistmas. At the Army hospital in the Ryukyus. 

Mr. Gary. What kind of a university is there in the Ryukyus to 
which Michigan University is sending out these technical assistance 
people? 

Mr. CuristMas. It is a land-grant-type general university of arts 
and sciences. It has only an embryonic graduate department but 
has fairly extensive undergraduate curricula. It has about 2,200 
students; it is 10 years old; and it is rapidly growing to fill the need for 
higher education in the Ryukyus. It does not have other schools of 
technical and professional types. 

Mr. Gary. What is the annual cost of these six people Michigan is 
sending out there? 

Mr. Curistrmas. The annual cost? 

Mr. Gary. Yes 

Mr. Curistmas. The $91,000 we are requesting would be an annual 
average cost. 

Mr. Gary. You do not pay the technicians, you just pay that 
amount to the university and the university employs the technicians; 
is that correct? 

Mr. Curistmas. That is correct. These are MSU staff professors 
and associate professors. 

Mr. Gary. How much does it cost to train these people in medicine 
and dentistry in the Army hospital? 

Mr. Curistmas. The amount of $8,000 which we are asking for 
supplies each individual with $83 per month, and is largely to cover 
the individual’s living expenses while he is taken out of private 
practice. 

Mr. Gary. Have they had instruction in medicine? 

Mr. Curistmas. Most of the dentists and doctors practicing in the 
Ryukyus have been inadequately trained. Most of them were edu- 
cated in Japan; but we do not know what type of instruction some 
have had. Many are old-timers, you might say, and they are laboring 
under archaic techniques and ideas. They are not accustomed to 
Western medicine as we know it. By giving them this additional 
training, which you might call a sort of internship, under our own 
system “of enlightened medicine, is very beneficial. 








94 


Mr. Gary. You take their doctors and dentists and give aia 
additional instruction through an internship at the Army hospital? 

Mr. Curistmas. That is right. 

Mr. Gary. Are they at the same time serving the Army? 

Mr. Curisrmas. Yes. The Army is able to realize some benefits 
from their being there. They are able to conduct routine apie) 
services, but nothing of a highly critical or complex nature. 

Mr. Gary. That is all. 

Mr. Passman. Mr. Taner? 


RECEIPTS AND EXPENDITURES AND BALANCES AVAILABLE 


Mr. Taner. I have been looking at page 11. You show there you | 


had a surplus at the end of the last fiscal year of $1,549,000; and you 
estimate a surplus of $747,000 at the end of fiscal year 1960; and you 
estimate a surplus of $753,000 at the end of fiscal year 1961. 

The biggest part of the receipts are income taxes and excise taxes, 

You have been creeping up on your annual grant from the U. 8. 
Government. I wonder why you should creep up that way? It 
seems like you ought to be able to get by without any creeping up. 

Mr. Curistmas. Are you speaking mostly of the cash carryover? 

Mr. Taner. I was speaking about the grants from appropriations. 

Mr. Curisrmas. Sir, the grants from appropriations | believe are 
justified in the various projects for which they will be spent. 

Mr. Taser. | have been listening to the justifications. 

How mue h have you actually obligated of that bloc of $25,923,000? 

Mr. Curisrmas. These figures are cash expenditure figures of the 
Government of the Ryukyu Islands. 


OBLIGATIONS 


Mr. Taser. I understand that. How much of that have you 
actually obligated up to this time? 

Mr. Curisrmas. | do not have available the current status o! 
obligations against the total Government of the Ryukyu Islands 
budget. I can give you the obligations of the U.S. assistance 
program. 

Mr. Taser. That does not satisfy me. 

Mr. Curistmas. We would have to obtain and supply for the record 
the answer to your question, sir. 

(The following was subsequently furnished for the record.) 

Fiscal year 1960 obligations by the Government of the Ryukyu Islands, as of 
February 29, 1960, amounted to $16,037,542. 

Mr. Curistmas. But I would like to comment, if I may, with your 
indulgence, on the cash balance to be carried forward. 

Mr. Tazer. It shows it there on the table. 

Mr. Curisrmas. Yes, sir, but please note the figures immediately 
preceding them. The GRI is also carrying unpaid obligations at 
the end of each year. This year, where you see 747,000 to be 
carried over in cash, you have unpaid obligations of $3,238,000, 
which means that the ry actually lack $2,491,000 having the cash to 
pay their obligations. In other words, they have greater obligations 
than cash on hand. However, there are cash receivables accrued 
which will subsequently be collected and cover those. 
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Mr. Taser. Supposing you had an appropriation of $2.5 million 
grant from the United States. Would you not be able to do just as 
wood a job? 
~ Mr. Curistmas. No, sir. We are making an effort 

Mir. Taper. There are about 800,000 people on the islands? 

\ir. CHRISTMAS. 855,000 people. 

Mir. Taper. And most of this is for improvements 

General Mrap. Most of it should ultimately increase the pro- 
ductivity of these islands and improve the living standard of the 
people. 

PERSONNEL 


Mr. Taner. How many people do you have employed in your 
setup? 

Mir. O’FLanERtY. 412 permanent positions. 

Mr. Taper. You have 412. You have green sheets here that 
show 409. You want to go up to 427. 

Mr. Curistmas. Are you speaking only of Rvukyvuan employees? 

Mr. Taser. I do not know what this is. This is on the green 
sheets furnished to the committee. I do not know what it is. I 
assumed it was the Government’s payroll. I do not know what else 
it could be. 

Mr. Curistmas. Yes, sir. That is true. In the present year 
there are 409 gross positions, of which 251 are Ryukyuans and the 
balance are American civil service personnel. And for fiscal year 
1961 we are asking for an increase of 16 Ryukyuans and 2 American 
civil service people, making a total of 427 of which 267 are Ryukyuans. 

Mr. Taser. The ungre aded positions are the local people? 

Mr. Curistmas. Yes, sir. 

Mr. Taser. As time goes on some of them get on the roll and it is 
hard to take them off. Is that about it? 

Mr. Curistmas. No, sir. On the contrary 


PROGRAM 


Mr. Taner. What do you do with them? Do you build roads or 
that kind of thing or just take care of the school business and that 
sort of thing? 

Mr. Curistmas. Of the amount we are requesting, $4.5 million 
will go to education, economic development, public works, and 
government services rendered for the benefit of our forces, by the 
Government of the Ryukyus. 

Mr. Passman. Will the gentleman yield? 

Mr. Taner. Yes. 

Mr. PassMAN. Is that not $3.5 million over what you had in 1959 
for the same purposes? 

Mr. Curistmas. $3 million over. 

Mr. PassmMan. That is really a growing baby; is it not? 

General Mrap. We think, sir, it will have to grow some more if 
the program is properly sustained. 

Mr. Passman. There may not be a meeting of minds on that. 

Thank you, Mr. Taber. 

Mr. Taper. It would be easier to get it under control if we started 
now rather than let it get too big before we start. That is about 
right, is it not? 
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General Mrap. We feel if we are going to combat the forces of 


communism out there we are going to have to raise the standard of | 


living there more than we have to date; 25 percent of the Ryukyuap 


farmers do not own so much as a pig or any other animal. That is | 


a a tty poor farmer. 
Mr. Passman. But it is the highest level they have ever enjoyed 
on the Ryukyu Islands, is it not? 

General Mrap. I think perhaps it is. 

Mr. Taner. Ever since the war you have had a great deal of money 
spent there by the U.S. Government, enormous amounts, and as 4 
result your special excise taxes and income taxes have come up very 
markedly. That is where you ought to get the money to raise the 
standard of living of these people rather than making them wards 
of Uncle Sam. 


General Mrap. Have you noticed, sir, that 30 percent of their 


income goes to education? That is a tremendous amount to go to | 


education, but they need it. 

Mr. Passman. They should not succumb to the influence of com- 
munism if 30 percent of their income goes to education. How many 
Communists are there on the islands? 

General Mrap. I do not know. There are five extreme leftist 
legislators. 

You remember we had one Communist mayor at Naha who was 
a thorn in the flesh for some time. 

Mr. Passman. Mr. Conte? 

Mr. Contre. I think I will withhold my questions until the general 
appears before us. 

Mr. Passman. We do not know if we shall have the general present 
today. 

Are there any administrative items you want to discuss? 


ECONOMIC AID 


Mr. Contre. When we stopped at Okinawa they spoke of economic 
aid and mentioned at that time that they were looking toward a 
target of $6 million in contributions from the United States, and | 
wanted to talk about that. 

Also, when we were briefed by Ambassador MacArthur IIL in 
Tokyo, he also gave us a memorandum in regard to this $6 million, 
and [ thought he was in charge of the whole - prograin. 

General Mrap. The Ambassador? 

Mr. PassmMan. Yes. 

General Mrap. The Ambassador would have nothing to do with 
that. 

Mr. PassmMan. He indicated he would be making a recommendation 
for economic aid for the Ryukyu Islands. 


POLITICAL PRESSURE TO RETURN RYUKYU ISLANDS TO JAPAN 


Mr. Contre. He was quite concerned about the situation because 
actually the islands will revert back to Japan once tensions ease up 
in this area and there is no further threat. It may not happen in our 
time. 
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Mr. Passman. I do not think it reached the stage where he could 
submit a plan to the Congress. We did discuss it with him; but I 
expressed my own opinion to the Ambassador, who is a dear friend of 
mine and a sincere, hard-working official, that the people on the 
Ryukyu Islands are enjoying in all probability the highest standard of 
living in the history of the islands. It is a Hourishing spot. I have 
been there a number of times. There is a ‘einen amount spent 
there by our military, and we are spending a great deal in the field of 
education ourselves, and bringing about permanent improvements. 
So I do not see how those people could have reason to complain. I[ 
went there in 1949, and I have been there five or six times since. It 
appears to me they are making treme ‘ndous progress, 

So I do share the gentleman’s expression that the Ambassador in 
Tokyo had a plan, and that he expressed some alarm. 

Mr. Conve. I understand there is constant pressure for the return of 
the Rvukyu Islands to Japan. As I understand, there are two gripes 
out there. One was they wanted the same passport or visa privileges 
Americans get because they are a territory of the United States at the 
present time. The other one, which was a major one, was they wanted 
more money for economic development of their islands. This issue 
of greater economic aid, which they feel they would get if they were 
under Japan at the present time, has been a thorn in the American 
side there and it is causing a great deal of agitation. 

General Mrap. That is true. 

Mr. Contr. Of course, we want to keep these people happy and 
keep them on our side. That is what I wanted to talk about. 

General Mrap. May I say a little more about that, please? 

Mr. Contre. Surely. 

General Mean. I firmly agree with everything the chairman has 
said. We are just as desirous of holding our governmental expenses 
down as anyone else. We have developed out there what was one 
of the most backward, if not the most backward, parts of Japan prior 
to the war, which was devastated and leveled by the battle for Oki- 
nawa and which we have brought now to a position better than 
they enjoved before. 

This committee has seen that they were progressively better, and 
as you do better for a people vou create in them a desire for more 
for their children than they themselves have, and this is something 
which should be realized by all people everywhere. 

By putting a few million more dollars into this economy to develop 
the farm roads so as to make more areas accessible for farming; to 
restore these broken seawalls and put in more to prevent more of the 
land from washing away; to develop Iriomote Island, which now has 
only 3,000 people on it but I think can sustain 60,000 to 80,000 if 
opened up—these things will give the people of these islands the 
feeling that they are being well treated and will give them only a 
very moderate improvement in their standard of living overall! as 
compared with southeast Asia, no more development than I think 
we see taking place in most of those areas, and I agree with vou, sir, 
that it is incumbent upon us to maintain a little progress from year 
to vear. 

Mr. Contre. I felt this way and I agree with my chairman that in 
some places that we grant aid it’s just like pouring corn down a 
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rat-hole. But if we could say that this $6 million budget will be it 
and you will not be in here every year for more, it is a bargain for this 
lease that we are getting for this bastion out there, and we have g 
highly strategic spot. It would seem to me, looking at it coldly, it js 

1 pretty cheap bargain that we are getting. 

I realize that we oceupy it under a peace treaty with Japan, but any 
uncertainty or any revolutionary spirit which is created on the island 
automatically refleets back on the mainland of Japan. It is a con- 
tagious thing, so that on the mainland they could become agitated to 
have a reversion of the Okinawa Islands or the Ryukyu Islands back 
to Japan and cause the U.S. Government a great deal of embarrass. 
ment. I think it is something which really deserves a lot of con- 
sideration. 

I have no further questions, Mr. Chairman. 

Mr. Passman. I have been on this committee, I believe, for 12 
vears, and | was in Okinawa the first time 11 years ago. I think I 
can state that most of the complaints there are political, not economic, 
insofar as the question of returning to Japan is concerned. 

I do not think there is another place on the face of the earth, in- 
cluding America, where as many dollars have been spent, on a per 
capita basis, as have been spent on Okinawa. I think the economy 
there is thriving. I think you have taken them out far ahead of many 
of the people in other parts of Asia; and in my opinion you are going 
to do more harm than good if you take those people too fast. | 
would like to be corrected if I am wrong in stating that most of the 
complaints about returning to Japan, and coming back under the 
control of Japan, are political rather than economic. 

General Merap. I think you are exactly right. 


























COST OF TOTAL FOREIGN AID PROGRAM 















Mr. Passman. I have been friendly to the people of Okinawa and 
our Administrator there and our military personnel. We have recom- 
mended substantial increases, and the committee and the Congress 
have supported these views. But it is disappointing to see that you 
have requested increased funds for every category and every item in 
fiscal 1961. If we were limiting this program to one section or spot on 
the globe—and that is Okinawa—-we could have completed these 
hearings in 15 minutes; but this is worldwide. Since the end of World 
War II our foreign aid, if you put all parts of it together, plus the 
interest on what we have borrowed, has cost the American taxpayers 
in excess of $100 billion. I might say that the total foreign aid pro- 
gram today, not counting our forces in Okinawa, is costing us in excess 
of $10 billion annually. You have the mutual security program, which 
comes to about $4,175 million, and you have our operations under 
Public Law 480, oversea military construction in other countries; 
and the interest on the money we borrow to give away is costing the 
American ti axpayer about $3.25 billion annually. We might say that 
in the past 7 years we have taken from the American taxpayer in excess 
of one-half trillion dollars. 

However, we could not operate the Government with that vast sum. 
We have gone out and borrowed additional money to such an extent 
that the purchasing power of the dollar is dropping at the rate of about 
1 percent a year. So, if we do not bring this thing under control, to 
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what do your grandchildren have to look forward? It is frightening. 
When you start these programs, they cannot be brought under control. 
We are not talking about Okinawa, but we are talking about the entire 
world, because of the 87 nations of the world we are operating in 67 of 
them with the foreign aid program. Our gold reserves are down to 
about $19 billion, and the amount of dollars held by foreign govern- 
ments is up to more than $16 bilhon. So, it is just a question as to 
whether we give more dollars than people need. If foreign govern- 
ments ace wpaaainie dollars which are not being spent to buy something 
in America, | do not see how we are going to be able to handle this 
monetary system. Theoretically, at least, they could turn the $16 
billion in and ask for our gold, and we would be down to $3 billion. 
It takes, currently, an estimated $12 billion to maintain our monetary 
system. So, it is a long, long story. It is not just a question of 
whether or not we can cut the request for Okinawa, but it is a question 
of what we are going to do to bring this program under control, and 
sustain the economy of this country, or repudiate the public debt. 

There are a great many of our principal exports today which can 
only be sold by reason of subsidies, and one of them is cotton. The 
only way we can sell cotton and get the world price is to give an 8-cent 
per pound subsidy. Consider, for example, the great market in 
Europe: At one time our exports exceeded our imports by some 32 
percent. We considered that if this porportion ever got below 15 
percent, we were in trouble. However, vou can go back and look at 
the record for 1959 and find that our exports were $4.7 billion and 
our imports had gone up to $4.4 billion. And, we are being priced out 
of the world market. 

It is a question as to whether we might start on small items, and 
see if we cannot work this all the way through the program. We will 
be as fair as we have always been. But, the time is coming when 
we must start cutting these things back, and not recklessly dissipate 
the wealth and resources of this country. 

| think you will agree with me that if you finally spread this thing 
too thin and wreck our own economy, the American people will lose 
faith in their Government, and then there will be a rush to dispose 
of these Government bonds. If vou let this spiral of inflation go 
unchecked, we are in trouble. 

Off the record. 

(Discussion off the record.) 

Thank you very much. 

General Mrap. May I say one thing on the record? 

Mr. PassmMAN. Surely. 

General Mrap. | cannot agree more. 

Mr. Passman. It is frightening. 

General Meap. I could not agree more to just exactly what you 
said. J agree 100 percent. But, we have out here an investment 
which we have to protect. We have a big investment out here. It 
is an investment in the security of the United States. 

Mr. Passman. I did not mention the figure, but | think I made 
astatement of fact when I said that the amount of money and dollars 
spent per capita is greater on the island of Okinawa than any other 
place in the world, including America. 

| noticed, when | would have to stand outside waiting in order to 
get into the commissary to purchase something, that you have a 
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thriving economy there. But, nevertheless, you have some friends 
here, and I have been your friend in the past and shall be your friend 
in the future; but I will guarantee vou that I am not going to recom. 
mend that you get what you have requested. 

General Mrap. Give us some increase. 

We have to keep this thing going. 
Mr. Passman. Thank vou very much. 
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Mr. PassMan. The committee will come to order. 
We are very pleased to have the Secretary of State, the Honorable 

Christian A. Herter, with us this afternoon, and also the witnesses 

who are accompanying him. 

Mr. Secretary, do you have a statement to make to the committee! 


PREPARED STATEMENT 


Secretary Herter. This is my first opportunity as Secretary of 
State to appear before you in support of the mutual security program. 
I am well aware, however, of the sincere and intensive work which 
this committee has done in years past in scrutinizing the need for ap- 
propriations for this program. While differences in judgments a 
to requirements for appropriations are only to be expected, I do not 
believe there is any difference as to our common objective. 

The executive branch and the Congress share a desire that appro- 
yriations be only those required to give effect to the programs which 
i been proposed by the Executive and authorized by the Congress 
I believe that the appropriations being requested are the minimal 
amounts needed for this purpose, and I trust that the detailed testi- 
mony which will be presented will lead you to a similar conclusion. 

I would like to direct. my testimony today to a more general dis 
cussion of the problems with which we are confronted, and the re 
sponses which the mutual security program enables us to make. If 
you will indulge me, I will wish from time to time to depart from 
my prepared text, in order to provide you with a more complete basis 
for your consideration and deliberations. I understand from what 
vou have just said I will have the privilege of editing the record to 
preserve security. 





BASIC FACTORS UNDERLYING FOREIGN AID 












In my testimony before the Foreign Affairs Committee, I en- 
deavored to describe the general world scene, the basic conflict of 
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ideologies, and the nature of our responsibilities. While I do not 
intend to repeat that testimony today, I do want to spend a few 
minutes in a restatement of those basic factors which must be taken 
into account. 

In essence, the salient facts are that, in a world where we are a part 
of a prosperous minority of peoples, we are confronted by two major 
forces which cannot be ignored if we are to survive and to leave to 
our descendants any prospect of peace, progress and freedom. 

These forces are, first, that of the huge Communist bloc, com- 
prising approximately a third of the world’s people and led by 
dedicated, resourceful and ruthless men, convinced that it is their 
moral right and duty to incorporate the entire world into their 
system ¢ and to compel its subscription to their ideolagy. 

The second great force is the growing and increasingly impatient 
demand of hundreds of millions of peoples to achieve improvement 
in their material conditions. 

If existing political and economic institutions do not appear ade- 
quately responsive to these demands, it is both possible and likely 
that such institutions will be destroyed or discarded. The glib 
promises of a rosy future put forward by the Communists can prove 
to be a very real temptation to the discontented and dissatisfied and 
lead to acceptance of this system as a means of satisfying their needs. 

Our policies and programs are responsive to these challenges. We 
are determined to prevent the spread of communism by force or the 
threat of force, and we are determined that means shall be found for 
the improvement of the lot of the less fortunate peoples of the world 
through institutions which do not threaten our security and with 
which we can live in peace. 

Our purposes are ones in which we can take pride and which require 
no concealment or disguise. We seek to defend ourselves and to 
assure our own security; we seek equally to support the right of 
every nation freely to determine its own system of government; we 
seek equally to help in the progressive betterment of human beings. 

Let us now consider the more specific relationship of the mutual 
security program to these factors in various areas of the world. 


EUROPE 


In Europe, we can take real satisfaction that our joint efforts have 
produced a situation in which requirements for grant economic aid 
have diminished to the point where only Spain and Greece have major 
requirements for help. 

Similarly our joint efforts have led us to a point where new com- 
mitments for military assistance need not be made for several of the 
major European powers and where other NATO countries are in- 
creasingly able to provide larger contributions to the common defense. 


NATO 


The success of our policy to date underscores the importance and 
validity of maintaining in NATO an effective and adequate defensive 
posture. The cost of modern we: apons systems in these days of rapid 
technological advance is indeed great. If we are to continue to pro- 
vide that deterrent which has been so effective we cannot fail to have 
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| 
modern and up-to-date defenses in NATO. This is a mutual need; it | 


is fitting and proper that we share in its cost. 
Even if the other NATO members were capable of providing such 
a defense without help, which they are not, we could not deny some 
responsibility for participation in view of the essentiality to our own 
_ urity of preserving this area from Communist attack and capture, 
I do not need to dwell on the vital significance of NATO strength: it 
is an integral part of our security requirements. 


SPAIN, GREECE, AND TURKEY 


Economic aid for Spain and Greece is still needed. In Spain we 
have military facilities of critical importance to us. The provision of 
a reasonable measure of help to Spain in dealing with its very real 
economic problems 1 Is not an undue measure of reciprocity. 

In Greece and Turkey we continue to ask, and Greece and Turkey 


continue to be willing to provide, armed forces which considerably ex: | 


ceed their capacity to support from their own resources. These forces 
are an integral part of the NATO deterrent strength. Without them, 
our defenses would be seriously weakened. Our military and economie 
aid makes their provision possible. 


AFRICA 


In Africa we are confronted with a variety of problems. In the 
north we have a number of military facilities which for some time yet 
are of great importance to our own defensive strength. The nations 
in which these are located are not allied with us: nevertheless, we con- 
tinue to be permitted their use. Assistance to these governments in 
dealing with their economic and financial problems is of paramount 
importance in demonstrating to their peoples the benefits of an associa- 
tion with the United States. 

In Tunisia we find another newly independent nation, but one whose 
alinement with Western ideals is actively promoted under able and 
courageous leadership. Helping this Nation in its efforts to meet seri- 
ous economic pressures and to achieve some measure of progress with- 

1 free institutions is clearly in our interests. To permit failure for 
lack of requisite help would be to reject our ideals and to avoid our 
responsibilities. 

Elsewhere in Africa we also seek to strengthen and support through 
modest. programs the maintenance of regimes which are striving to 
meet difficult problems with limited resources in order that. their 
citizens may progress to a less limited standard of existence. These 
programs are a continuing demonstration that it is not necessary to 
become Communist in order to progress. 

In Africa south of the Sahara we see an increasingly rapid emer- 
gence of new nations, with varying but generally inadequate re- 
sources for economic growth. A primary and compelling need in this 
area is for education and training. I deem it of great political im- 
portance that we provide support and encouragement to these new 
nations in their efforts to meet. this need and not permit a situation 1D 
which their only substantial source of help would be from the Com- 
munist bloc. 
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Ifere if I may I should like to go off the written statement for a 
moment. 

Mr. PassmMan. As you wish, Mr. Secretary. 

Secretary Herrer. The problem of Africa is a problem that is com- 
ee greater attention on our part. There have been developments 

Africa only very recently. The whole situation in Africa has 
moved at a very much faster pace than anybody could have conceived. 
The demand for freedom among countries—who have not developed 
military skill, have had no experience in self-government—this de- 
mand for freedom has moved at a pace that is extremely r: ipid. While 
we anticipate now that there will be perhaps 6 new countries emerging 

1 Africa this year, it is quite possible there will be as many as 12. 

“' the French community which makes up some 13—or did make 
up some 13 of the states of Africa south of the Sahara, "all of them 
are entitled to independence under their agreements with France. 
But, as vou know, up to date only Guinea and now the Mali Federa- 
tion, which is a combination Senegal and Soudan of the west are 
actually moving ahead, Guinea has already moved ahead and is 
independent. Mali is moving. ‘Togoland is likewise moving. 

We think it very probable that Madagascar and possibly a num- 
ber of others will declare their independence during the course of 
the year. 

GUINEA 


In the case of Guinea, the first one of these French states that de- 
clared its independence, ————. As they emerged into freedom 
through the vote that they took at the time that all of the French- 
African states were determining whether to stay within the commu- 
nity or elect independence, Guinea was the only one that elected in- 
dependence. 

The French as administrators in the country withdrew all support 
of every kind, so that the Guinean Government began with almost 
nothing. 

The first nation that was in there with a mission was Czecho- 
slovakia. They came in with a mission and they came in with arms. 
The Soviet immediately recognized the country. They received 
further arms from the Soviet bloc. They exchanged diplomatic 
missions with the Soviet bloc. They are the first nation that has rec- 
ognized East Germany outside of the Soviet bloc. They have en- 
tered into a very favorable trade agreement with the Sov iet whereby 
the Soviet. has agreed not only to build a good many industrial plants 
for them, but even things like stadiums and administration buildings, 
andsoon. Off the record. 

( Discussion off the record. ) 


MIDDLE EAST 


In the Middle East our efforts are directed toward the preservation 
of the peace and the encouragement of the governme ite. of the area 
toward the pursuit of peace ‘ful and productive objectives. Our sup- 
port of the regime of Jordan has been of critical importance In main- 
taining an uneasy but worthwhile stability in the area. Our help 
to the Israeli people in their efforts to build a modern and viable 
nation has encouraged their own remarkable efforts in this direction. 
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Our relations with the United Arab Republic have improved some. 
what, and the availability of means for modest economic and technica] 
cooperation provide opportunities for presentation and promotion of 
our ideas and policies looking toward amelioration of regional ten- 
sions and conflicts. 
Here again, if I may depart for a moment, off the record. 
(Discussion off the record.) 
To return to the text—— 





LEBANON 


Mr. Gary. While you are on that situation, Lebanon seemis to have 
improved very materially. 

Secretary Herrer. The situation in Lebanon has improved very 
much. 

Mr. Gary. We met the President of Lebanon. He seems to bea 
very strong man and seems to have the situation pretty well in 
hand there. 

Secretary Herrer. Yes, I thik so. 










JORDAN 





Mr. Gary. We also had an interview with King Hussein. 
Secretary Herrer. He is courageous but he has an awfully tough 
situation in the country. It is not a viable country as it stands. 

Mr. Gary. It is a barren country and apparenty has a great deal 
of poverty. 

Mr. Passman. They always have had poverty and, in my opinion, 
they probably always will have it. 












FORCES ALONG THE PERIMETER OF THE SINO-SOVIET BLOC 





Secretary Herrer. Along the perimeter of the Sino-Soviet bloc 
from Turkey in the West to Korea in the Far East we find nations 
with which we are allied in security arrangements and others with 
which we are allied only in our common desire for peace and progress. 
In Iran, Pakistan, Thailand, Vietnam, Taiwan, the Pilontuen. and 
Korea military forces of significant dimensions and demonstrated 
dependability stand ready to pl: iy their full part in defense. 

These nations provide manpower and material resources for defense 
and are enabled by our help to serve effectively to deter aggression. 
While they do depend on us for an essential margin of resources, we 
also depend on them for sacrifices which are at least as great as ours 
and without which our aid would be useless. 

Klsewhere along or in the vicinity of this dangerous perimeter are 
other nations such as India and Burma which in var ving degrees have 
sought to achieve their objectives without a clear affiliation to either 
Western or Communist groups. There is a growing appreciation by 
these governments and their peoples of the deadly serious deter- 
mination of the Communist bloc to extend its control through any 
and all means. 

These nations would infinitely prefer, as would we, to concentrate 
their energies and resources on the compelling needs of their peoples 
for the basic essentials of a civilized existence. The growing power 
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and provoe ative actions of the Sino-Soviet bloc are fore ing a realiza- 
tion that freedom is to be preferred to slavery. In these circumstances 
real opportunities exist for the effective employment of U.S. re- 
sources to encourage and assist these peoples to move forward eco- 
nomically and to do so within political systems which do not threaten 
the rights and welfare of others. 


AGREEMENT ON USE OF WATERS OF INDUS BASIN 


A most significant and encouraging development in south Asia 
is the prospect. of an international agreement between India and 
Pakistan on the use of the waters of the Indus Basin, This complex 
and difficult problem has been a major divisive issue between these 
two great nations for many years, The reaching of agreement under 
which the two nations will cooperate in productive efforts should 
prove a very important catalyst to further improvement of India- 
Pakistan relations. 

Such an improvement which will permit concentration on peace- 
ful cooperation and on defense against the common threat of Com- 
munist expansion is obviously of great importance to free world 
interests. 


SETTLEMENT OF BORDER DISPUTES BY INDIANS AND PAKISTANIS 


There, I may say, departing from the text, that the Indians and the 
Pakistanis have settled two border disputes, one in east Pakistan 
and one in west Pakistan, which might have proved very serious 
These have been amicably settled. This settlement, in which the 
World Bank has played a very considerable part, will leave only one 
scar between them and that is Kashmir, But this will take away the 
greatest economic problem that that posed, the great threat posed 
particularly to Pakistan will have been removed and the atmosphere 
will be much better for settlement of the Kashmir problem. 

One of the curious anomalies there in connection with the Chinese- 
Indian border dispute is the Ladakh area, the northwestern area in 
dispute claimed by Pakistan just as much as it is claimed by either 
China or India. That somewhat complicates the picture from the 
point of view of settlement. 


CHANGES IN MENTAL OUTLOOK TOWARD COMMUNISM BY INDIANS 


In India itself, the change in the mentality of the Indians, their 
mental outlook toward communism, has been very marked. Two 
things have happened, One is the fal] of Tibet, and the movement of 
the Dalai Lama to India, which of course all happened right on the 
borders of India. The second is the border dispute with the Chinese. 

Since those two things have occurred, not only the Indian Govern- 
ment but the Indian people have reacted with considerable hostility 
toward Communist China. The other encouraging thing in India is 
of course the defeat of communism in Kerala Province, where the 
conservative groups got together and regained control of the govern- 
ment with a considerable majority. But it doesn’t mean that com- 
munism is ended there. Actually the Communists polled more votes 
than they did in the previous election. They didn’t get control of the 
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voverhment because they didn’t split the other parties as they did ina 
prey ious elect ion. 


GROWTH OF DEMOCRATIC INSTITUTIONS IN OUR HEMISPHERE 


The situation in our own hemisphere is also one which deserves and 
is receiving increasing attention on our part. The serious threat. in 
this area is not that of adjacent massive military power, but rather 
pervasive social ferment arising from the miseré able standards of liv- 
ing of the vast majority of the area’s population, coupled with the 
awakening aspirations of masses of the people for a better life. This | 
situation lends itself readily to the machinations of Communist 
provocateurs and their sympathizers. Despite this threat, it is a mat- 
ter of deep satisfaction to witness the progressive erowth ot demo- 
cratic institutions in this hemisphere. 


———— nn 


DICTATORSHIPS IN LATIN AMERICA | 


‘Ten years ago there were dictatorships. but there are only three left 
today and two of those are moving rapidly toward a democratic 
Institution. 

Mr. Taser. You mean Mr. Khrushchev and the satellites are mak- 
ing— 

Secretary Herter. I am talking only about Latin American States, 
There were 10 dictatorships in Latin America 10 years ago and there 
are only 3 of them left today. 


CUBAN SITUATION 


Mr. Ruopes. In which category do you put Mr. Castro / 

Secretary Herrer. Off the record. 

( Discussion off the record. ) 

Secretary Herrer. We have always taken the position that land 
reform is something within the purview of a nation, within its sov- 
ereignty. But when they took the property of foreigners, there had 
to be adequate, prompt, and just compensation. 

Up to date none of those things have happened. We have pro- 
tested violently. They say now they are prepared to negotiate with 
regard to the property, and whether we enter into negotiations or not, 
I don’t know. 

But we will have problems there for some time to come. We eant 
see any immediate solution to that problem. 


TREATY OBLIGATIONS 


We have under our treaty obligations the requirement that we shall | 
not intervene in the domestic affairs of any Latin American State, 
either through political, military, or economic methods. This was an 
obligation taken on, first of all, in 1933 in Montevideo. Then it was 
repeated in connection with the formation of the Organization of | 
American States and that is when a commitment was made by all of | 
the countries with respect to internal affairs of other nations. 
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How long the situation in Cuba will stay in the status it is now, I 
don't know. Off the record. 

(Discussion off the record. ) 

Mr. Passman. Mr. Secretary, we shall take a brief recess so that 
the members may have the opportunity to answer the quorum call 
which is now in progress. Please make yourself comfortable. 

(Recess taken. ) 

Mr. PassMan. Mr. Secretary, you will kindly proceed. 

Secretary Herter. Mr. Chairman, if I can just finish one state- 
ment in regard to Cuba. 

Mr. PassMAN. Please do, sur. 

Secretary [Herrer. Off the record. 

(Discussion off the record.) 

Mr. Anprews. Mr. Secretary, what were the main objections to 
the United States taking a little firmer and stronger stand in regard 
tothe things that have been going on ¢ 

Secretary Herrer. The question is what you mean by a firm stand. 
We have sent, from the point of view of our official protest, about 
as strong notes as we could send—as you can send, protesting their 
actions and demanding the proper things from the point of expro- 
priating property. 

Ve have recalled our Aimbassador. As I say, under a treaty we do 
not take military or political or economic action to interfere in the 
internal affairs of the country. 

One of the things they said to us in a recent note was that the “V 
would discuss this question of proper compensation for farm prop- 
erty taken over if we would in advance promise not to take any uni- 
lateral action or have the Congress take any unilateral economic 
action. 

The Sugar Act, which, of course, means a terrific lot to Cuba, ex- 
pires this year, and it is only the United States that can take action 
on it. In fact, it 1s only the Congress that can take action on it. We 
cannot pledge what the Congress will do, and if Cuba wants us to 
take no unilateral action, it would mean no continuation of the Sugar 
Act, which is the last thing in the world they would want. 

Mr. Passman. The bells are ringing for another call of the House, 
but we are not going to recess, Instead, the members w ill answer the 
call in relays. You will kindly proceed, Mr. Secretary. 

Secretary Hrrrer. I was just talking with regard to this hemi 
sphere. 

APPLICATIONS TO INCREASE SUGAR QUOTA 


Mr. Contr. We recently visited Costa Rica. The Costa Rican Gov- 
ernment requested an increase in the sugar quota to the United States 
by something like 12,000 tons a year. 

Why wouldn't it be a good idea to increase their quota by this 
amount, which is negligible. 

Secretary Herrer. We get applic ations from a great many coun- 
tries to increase their quota. The Philippines want an increase in 
quota, the Mexicans want an increase. El Salvador does. We get a 
lot of countries that would like to get a quota in the U.S. market. 

Off the record. 

(Discussion off the record.) 
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Mr. Taser. Don’t the Cubans have 
Secretary Herrer. Yes, sir; I think nearly 3 million tons. 
Mr. Gary. When does that expire? 

Secretary Herrer. The act expires December 31 of this year. 
Mr. Gary. We have got to act in this Congress then. 
Secretary Herrer. Yes. 

Mr. Taser. Off the record. 

(Discussion off the record. ) 





INCREASED SOVIET ACTIVITIES IN THE WESTERN HEMISPHERE 


Secretary Herrer. However, the outcome of the struggle between 
democratic forces and elements inimical to the growth of free institu. 
tions and cooperation with the United States is still far from assured, 
This has recently been emphasized by sharply increased Soviet po- 
litical and economic activities throughout the area. 

We feel that our activity in the fields of technical cooperation and 
economic assistance under the mutual security program 1s one of our 


| 
i 
i 


| 


most forceful methods of combating the threat of Communist sub- | 


version in Latin America. One of the crucial needs of this fast 
growing area is for more capital for economic development. In the 
past this has been supplied mainly through private investment and 
such public institutions as the IBRD and the Ex-Im Bank. More 
recently, the Development Loan Fund has supplemented these sources 
on a very modest scale, and in due course relatively small additional 
amounts will be available through the new Inter-American Develop- 
ment Bank. However, the aggregrate of the foreign capital available 
from all sources still falls far short of what the area needs for its 
sound development. 
BOLIVIA AND TLATTI 


Where a compe ‘Hing need has arisen for extraordinary help in meet- 
ing economic crises, such as those which have oecurred in Bolivia an 
Haiti, the mutual security program has made it possible to move 
r apidly and on the whole effective ly to preve nt chaos and to sts abiliz 
the situation. These efforts have been well worthwhile in precluding 
disastrous developments which could have atfeeted the entire hem 
sphere. . 

Here, again, I might draw a distinction between Bolivia and Haiti 
the two countries 1 mentioned. In Haiti a degree of stability has 
been achieved. SSome months ago we thought it was almost a hopeless 
situation. It pulled together better than we expected. The ex- 
change position has improved and the internal situation has improved 
In Bolivia we still have a very, very tough problem. 

( Discussion off the record.) 

Mr. Anprews. Mr. Secretary, we have poured about $219 million 
into Bolivia in the last couple of years, haven’t we 4 

Secretary Herrer. I don’t think that much in the last 2 years 


I think Mutual Security aid has been about $129 million over a period 


of years. Ott the ree ord. 
( Discussion off the record. ) 
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LEVEL OF AID EXTENDED BY THE SINO-SOVIET BLOC 


The Sino-Soviet bloc has not ignored the opportunity offered by 
the growing demand for progress among the less developed nations. 
1954 mar ked the initiation of the bloc economic offensive. By the end 
of 1959 agreements had been signed with 19 less deve sloped countries 
to provide $3.2 billion in credits and grants, of which $2.5 billion 
was for economic aid. Bloc aid reached a high level in 1958 when aid 
agreements concluded totaled slightly more than $1 billion. The 
$921 million of credits and grants extended during 1959 was almost 
entirely for economic purposes, by far the largest. amount extended 
for economic development in a single year. A feature of the bloc 
campaign which has had great appeal to the recipients is the appar- 
ent willingness to prov ide t types of projects which an underdeveloped 
country wants without requiring economic justification for the proj- 
ects or attempting to secure governmental reform of various eco- 
nomic policies. Nor does the bloc appear to require the various 
accounting checks which are involved in U.S. programs. That bloc 
aid is not without its political objectives and conditions, however, 
has been well illustrated by the historic “postponement” of credits to 
Yugoslavia when ideological conflict occurred, and the pressure on 
Finland when that Government’s policies offended the Kremlin. No 
one who will listen to the clear enunciation of policy of the Com- 
munist leaders can doubt that the basic purpose of bloc aid is to 
promote the achievement of a Communist world. 


ALLIES EXPANDING AID TO NEW NATIONS 


Fortunately, we are not facing this challenge alone or unaided. We 
have allies who as in the case of our stronger NATO partners are 
increasingly able to carry the burden of their share of the common 
defense. It is a matter of real satisfaction and encouragement that in 
an increasing degree other industrialized nations of the free world 
are also responding to the challenge of the need for progress. The 
nations of Western Europe and Japan are expanding their efforts to 
help in the development of the new and emerging nations. The ad- 
vent of the International Development Association and the forth- 
coming Washington conference of industrialized nations which will 
consider further ways and means of cooperation in this task, augur 
well for the future. 

Gentlemen, we are engaged in a struggle which is as crucial and 
significant to our present and future existence as any we or any other 
people have ever faced. What are our choices? Can we accept the 
Communist thesis of the inevitable victory of their system? Can we 
stand alone against a hostile world? We know the answers to these 
questions. There is no doubt that we must and we shall stand firm 
against the threat. There is no doubt that if we are to do so, we 
must do so in company with our fellow men in other parts of the 
world. The mutual security program provides essential tools for 
this great mutual effort. The price is substantial, but in terms of 
the stakes involved, it is modest. I have heard much of the billions 
spent on foreign aid and indeed many billions have been spent through 
this program. I suggest that we recognize that these programs are 
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not just aid to foreign nations but investments in our own security 
and well-being. The dividends received to date are substantial—the 
spread of communism by force has been stopped, and the process of 
democratic political and economic growth elsewhere in the world fos- 
tered and encouraged. Consider the alternatives if we had not made 
these investments. How much of the world today would still be free! 
What would our requirements for defense expenditures be? What 
would our prospects for survival be ? 

Gentlemen, I said in the beginning that we shared a common desire 
that appropriations be adequate for the programs authorized. The 
judgment to be made of adequacy is a serious responsibility. I hope 
most sincerely that in reaching your judgment you will bear in mind 
that the consequences of an effort that proves now or in the future 
to be even a little too little may create irretrievable situations. The 
figures submitted to you represent the best judgment of the executive 
branch. I hope you will concur in them. 

Mr. Passman. Thank you, Mr. Secretary. 

We know that you have much to do, and we shall be as brief as 
possible in concluding this portion of the hearings. But, of course, 
we feel there are certain questions which we should ask you. We 
know you will give us your honest opinion. 


SUSPENSION OF FOREIGN AID PROGRAM FOR 1 YEAR 


Mr. Secretary, there are some who feel that in the long run the for- 
eign aid program would fare better and be of more value if the ap- 
propriation were suspended for 1 year. It is contended that in such 
w circumstance a complete study could be made as to what is needed | 
and what this worldwide program is doing to the economy of our own 


i 


' 


country. It is said also that this would permit the Congress and the | 


people an opportunity to study and digest the various reports which 
have been submitted by the executive branch and by the inde} erndent | 
agencies. 

Do you think the program could possibly go 1 year without an ap- 
propriation, so it could be sifted down and, asa result, we might formu- 
late an understandable program? As it is, there are about 24 com- 
pletely different programs in the request, in so very many nations, 

We are hearing a lot of comment, even in Congress, to the effect 
that so far as new appropriations are concerned a year’s suspension 
would be desirable. 

Secretary Herter. I should be very much opposed. The continuity 
of this program is to my mind a matter of very great importance. If 
we said today to the world that we are going to suspend this program 
in order to take another look at it, I think you would have some imme- 
diate results. 

I think a great many nations in the world would say, “This is the 
beginning of the end so far as the United States is concerned. We 
can't look there for help any longer. We will look to the other source 
for economic aid,” one which is growing r apidly—and that is the Com- 
munist source. 

In that connection I cannot overstress one thing that I found in such 
travels I have taken, among nations whose economic standards of life 
are very much below ours. 
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A few moments ago I talked about the evolution taking place in 
Africa. It is not alone in Africa. It is in every single South Ameri- 
can country. It is in many of the nations—most of the nations of 
southeast Asia. It is certainly in India. You have nations who, 
because of the development of communications, whether it be travel 
or whether it be through radio, television, the dissemination of liter- 
acy, being able to read pamphlets and magazines, are awakening to 
the fact that there are parts of the world which enjoy health, oppor- 
tunities in education and opportunities of bettering their material way 
of life that is indescribable. I am not exaggerating this. 

This is a thing, we have to recognize, that exists all over the world. 
It is something we cannot escape. 

If we suddenly say we are going to take a new. look at this whole 
thing and interpret it, not as something that will begin another year 
from now, they would interpret this as a beginning of the end, and 
that they could no longer look to us as the principal supplier of help 
to give them a chance to lift themselves up. 

Mr. Passman. Thank you, Mr. Secretary. 

Secretary Herrer. May I also say that our Communist friends are 
not wasting one minute, They have done a remarkable job and there is 
no use minimizing it. Through utilizing their eae manpower 
in Whatever way they saw fit, not only the U.S.S.R. but the Chinese 
have achieved a degree of economic strength in a comparatively short 
period of time, a fact which they are point ing out continuously to these 
uncommitted nations and are saying, “If you will ype take over the 
sune form of government that we have got, vou can do the same 
thing in your country and you can do it very much Sates than all of 
this private enterprise stuff that these people from North America 
are talking to you about.” 

If we want to become weaker than the Communist countries all 
over the world, the quickest way you can do it is to say, “We have 
lost interest in you. You haven't done well with the program. We 
have to quit. We may or may not start up again. 


STANDARD OF LIVING IN RUSSIA PRIOR TC FOREIGN ATID PROGRAM 


Mr. Passman. Mr. Secretary, it has been argued, and we haven't 
been able to disprove the argument, that on the whole Russia had a 
comparable standard of living to that prevailing in the average Euro- 
pean nation, or possibly below that average. Then, when the aid pro- 
gram started, because of the many trade agreements the recipient na- 
tions had with Russia, the aid dollar helped Russia’s economy just 
about as much as it helped the economy of the recipient nations. 

Would you care to comment with respect to Russia’s living stand 
ard at the time we started foreign aid and at the present ¢ 

Secretary Hrrrer. During the last 40 years the total amount of busi- 
ness that Russia has done in the international field—that is, inter- 
national trade—has been insignificant, literally insignificant. Rus- 
sia decided a long time ago that they were surrounded by enemies, 
that they hi od to count on their own economy to pull themselves up. 
And in every field where they could possibly develop re ‘ir economy 
and of course they claim they are self-sufficient in everything they 
began developing it. They intentionally, of course, pi ‘loped heavy 
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steel. It is essential in connection with their military requirements, 
Also, they are building up a tremendous amount of power which they 
generate through their great dams and otherwise. 

They moved slowly into the consumer field. They are moving now 
a little more rapidly in the consumer field because there is a greater 
and greater demand for consumer goods. The more Russia is open- 
ing up, the more that demand has increased. But the foreign trade 
that Russia has carried on with the rest of the world has been insig- 
nificant, so that I cannot see a relationship between the two. 


EUROPEAN COUNTRIES STANDARD OF LIVING COMPARED WITH RUSSIAN 


Mr. PassmMan. Speaking of the standard of living of the European 
countries and Russia 14 years ago 4 

Secretary Herrer. At the end of the war, immediately after the 
war, Western Europe was very close to complete collapse, utter col- 
laspe, and moving right into the Communist orbit. 

Mr. Passman. That did not apply to Russia ? 

Secretary Herrer. That did not apply to Russia. Russia was in the 
Communist orbit. 

Mr. Passman. Iam spe iking of their economic standards. 

Secretary Herrer. Their standard of living was even lower in 
Russia at that time. 

Mr. Taser. Russia was worse off than they were ? 

Secretary Herrer. Yes, worse off than they were. 

Mr. PassMan. But they came up, though. 

Secretary Herren. Nobody has ever known what the figures are, 
but they probably lost 20 million people during the war. 

Mr. Passman. But they were worse off than some of the European 
nations ? 

Secretary Herren. Yes, they were worse off. 


EFFECT OF UNITED STATES AID TO EUROPE ON RUSSIA 


Mr. Passman. That is the point Tam making. When we supplied 
these billions of aid dollars to European nations and other nations 
which had trade agreements with Russia, then Russia’s economy got 
stronger along with the economic strengthening of the aid-recipient 
nations. Did Russia receive, indirectly, about as much benefit as the 
recipient nations from our aid dollars ? 

Secretary Herrer. No. The recipient nations in Western Europe 
progressed much faster than Russia—much faster. The recovery 
there has been a phenomenal thing. One thing, after all, 15 years ago 
when the Marshall plan was first suggested it was a camble as to 
whether Europe could be pulled out of her difficulties. It is a gamble 
that turned out well. Today they are more prosperous, more produc- 
tive, than they have ever been in their history. 

Mr. Passman. I believe we are losing some of our best customers to 
them. 

Secretary Herrer. That is inevitable when anyone else builds up, 
but it is the old story, even internally. The areas shift. Some become 
prosperous at the cost of others. I am speaking of New England. 


LE 





ize 
un 
eve 


an 


bil 
to 


ag 
of 
wi 
re 





ts, 
ey 


« 


OW 
fer 
*T- 
de 
lo. 


re, 


an 


ed 
ns 
‘ot 
nt 
he 


pe 
ry 
70 


le 
C- 


Ps 
ne 


113 


HISTORY OF AID PROGRAM 


Mr. Passman. Mr. Secretary, when this program was first author- 
ized back in 1947, it was estimated that we were embarking upon an 
undertaking which would require 5 years to complete, that we would 
eventually go into 16 nations, and that the cost might total $15 billion. 

Today, 14 years later, we have 76 nations, past and present, not 16; 
and if you put all segments of foreign aid together, we are past $100 
billion, not $15 billion, 

We have gone far afield, a lot of people believe. Would you care 
to comment ¢ i 

Secretary Herrer. Yes, I would be very glad to. Fourteen years 
ago the immediate problem was Western Europe. That was the area 
of our alliances. It was the area of our allies during the war and it 
was an area which had a sophisticated economy compared with the 
rest of the world. 

Actually, the $16 billion which we put into Europe was never ex- 
ceeded. That was the original estimate. It was never exceeded for 
economic aid. We actually stayed under it. We stretched it over 
an additional year. It was supposed to be a 4-year program and they 
made it a 5-year program. Since that time such aid as we have given 
in Europe has been of a very limited character to a few countries. 
But since that time this new situation that I speak of has developed. 

You may recall that in 1947, when the first meeting was held in 
Paris to set up the machinery forthe Marshall plan, Mr. Molotov went 
there for Russia. Czechoslovakia was a party. Poland went to 
Paris. Mr. Molotov, when he heard what was contemplated, with- 
drew. He thought Czechoslovakia and Poland would be more with 
him. That was the first overt act, if you like, on the part of the Rus- 
sians to indicate that they were splitting away from the West com- 
pletely, that they would like to fight their own battles and have 
nothing to do with any cooperative effort. They could have been in- 
cluded in that program at that time. It was intended that they 
should be, but they pulled out on their own. 

In a comparatively short time, within the last 12 years, this battle 
has been really a battle for survival as between the free nations and 
those with an ideology based on the dignity of the individual and the 
belief in God versus the Communist ideology. Unhappily, more and 
more countries have become involved. More and more have gone 
close to the precipice and we have been called on to do more and more. 

I realize it is a sacrifice, a big sacrifice, on the part of the American 
people, and don’t minimize it inany way. But asI have tried to point 
out in my written testimony here, the alternative to doing nothing— 
if you visualize the world scene today, which to my mind is so seri- 
ous, it would be folly on our part to try to pull out of this situation 
now. 

I feel we have got this double-barreled situation. One is on the 
defense side, which is a military matter. The second is this economic 
and ideological problem which is of equal significance. If you can 
stay away from the defense side so you don’t battle, then we have got 
this other fight on our hands, and we have got to win them both if we 
are going to survive. 
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UNITED STATES MEETING COMMITMENTS 


Mr. Passman. Mr. Secretary, in your judgment, have we been meet- 
ing our commitments to our allies to a reasonable degree with the 
appropriations which have been made by the Congress in prior years? 

Secretary Herrer. Are you speaking now of military or economic? 

Mr. Passman. All types of aid. As I mentioned, there are 24 dif- 
ferent categories of the aid program. 

Secretary Herrer. When you include the international organiza- 
tions. 

Mr. Passman. Yes: I mean the overall. Do you think we are meet- 
ing our commitments to a reasonable degree / 

Secretary Herrer. Yes; I do. 

Mr. Passman. I ask that question, Mr. Secretary, for this reason: 
On the first page of your statement, quoting from the bottom, you 
say, “I believe that the appropriations being requested are the mini- 
mum amounts needed for the purposes, and I trust that the detailed 
testimony which will be presented will lead you to a similar con- 
clusion.” 

Then, the last two sentences of your statement, “The figures sub- 
mitted to us represent the best judgment of the executive branch. I 
hope you will concur in them.” 


EFFECT OF REDUCTIONS IN APPROPRIATION REQUESTS 


Now, Mr. Secretary, during the past 5 years the committees of the 
Congress have reduced the executive branch’s request by $4,071,003,- 
750. Some of the witnesses admit that we have made a better pro- 
gram by streamlining it and not allowing all the money requested. 
Your statement might possibly be not unlike assertions of other wit- 
nesses in prior years, to the effect that “We must have this amount or 
else the program is going to pot.” You understand that, of course, 
I make this comment most respectfully. 

One year we made a reduction in excess of a billion dollars. TEvery 
vear we have made substantial reductions. And almost every year we 
h: ave had witnesses testify that we have improved the program by the 
reductions which were made. It certainly leaves this committee con- 
fused as to what the real needs are, when it is considered that in 5 
vears the requests have been reduced by $4,071 million, and you ae- 
knowledged that. we are meeting our commitments in a reasonable 
manner; yet, you state, and succeeding witnesses will probably make 
similar statements, that any reductions made this year will cripple 
the program. 

Secretary Herrer. Mr. Chairman, may IT point out, T think this is 
a chart that will be submitted to you very shortly—that in the reduc- 
tions that have been made over the past few years the majority of those 
have been in military assistance. 

Mr. Passman. Mr. Secretary, I think the reductions have been scat- 
tered all over the field. 

Secretary Herrer. I have the totals here. In 1954 we had a pipe- 
line of some $10 billion. That in 1960 was reduced to 4.8, some $5 
billion were taken out of that pipeline. Of that, the military assist- 
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ance went down from 8.5 to 2.1. The economic assistance went from 
$2 billion, as the top in 1955, to $1.3 billion. 

The figures this year do not contemplate as great an expenditure 
as last year. In fact, they contemplate a smaller expenditure than 
last year. That seems inconsistent because the figures are consider- 
ably larger, but that is because in the military assistance we come be- 
low the danger point, so to speak, in the pipeline. 

There is some $200 million involved herein replenishing the pipe- 
line, which is above planned expenditures in fiscal year 1961. 

Last year the request, as [ recall it, to military assistance was $1,600 
million. You may recall that the special committee, the Draper Com- 
mittee, which was studying particularly the NATO phase of the thing, 
reported it would be $400 million shy of what was required. We did 
not come in and ask for a supplementary. 

We drew down the total in the pipeline to this point of $2.1 billion. 
The actual expenditure last year was $1.8 billion. The appropriation 
was $1.3 billion. In other words, $500 million came out of the pipe- 
line. This year it is not contemplated we will spend any more than 
last vear. 

Mr. Passman. Even so, you do estimate that you will have a earry- 
over of 82,300 million, do you not 

Secretary Herrer. At the end of 1961, if the appropriation is 
granted. 

Mr. Passman. It is going up again, rather than down, though; isn’t 
it? 

Secretary ITerrer. Yes. There, again, I think the military experts 
can explain that better than I can, but in the pipeline they thought 
they had gone too low. 

Mr. Passwan. It was my pleasure to meet with Mr. Dr: aper before 
he departed on his trip, and I said to him, “Two things vou are go- 
ing to do in your report, and I am going to predict them in advance. 

“One will be that you are going to recommend that this appropria- 
tion be moved over into a $40 billion defense budget: and that would 
be like the prosecutor handling both the defense and the prosecution 
of the trial.” 

And T said, “Furthermore, you are going to ask for an increased 
appropriation, “So after you have made your report, let’s meet 
again. 

We haven't had that meeting yet. 


MILITARY ASSISTANCE AUTHORIZED FOR FISCAL YEAR 1961 


I spoke with a member of the Foreign Affairs Committee at lunch, 
and his face reddened every time he mentioned this: but I under- 
stand that at 5 o’clock in the morning that committee approved this 
%2 billion military authorization for fiscal 1961; they are now, how- 
ever, or so I am told, giving serious consideration to amending the 
bill and reducing the authorization. If they do that, it will of course, 
save this committee a lot of work. 

I say, and IT am sure you will concur, oes Secretary, as a former 
Member of Congress, that trying to reach an agreement at 5 o'clock 
in the morning, after a long, tiresome session on something the other 
body put in, is not the best way to legislate. You must have heard 
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that the Foreign Affairs Committee is considering some adjustments 
tothe authorization / 

Secretary Herrer. I don’t know. My assumption was that the au- | 
thorization was a 2-year authorization, and if they are going to take | 
any action it means, then, they are going to amend the authorization, 

Mr. Passman. [ understand such a possibility is being considered, 


UNITED STATES MEETING COMMITMENTS WITHIN AMOUNTS APPROPRIATED 


Regardless of what our expenditures may have been—you have 
very fairly stated that, in your judgment, we were meeting our com- 
mitments to our allies to a reasonable degree with the appropriations 
which have been made by the Congress. Notwithstanding the fact 
that we have been meeting those commitments, in all categories, 
I want to point out again that the committees of the Congress have 
reduced the Executive request by a total of $4,071,003,750 in the past 
5 years. We have expert witnesses, including the distinguished 
Secretary of State, tell us that the program’s commitments have been 
met reasonably well. This simply means that had we appropriated 
all the money asked for, then that would have been far in excess of 
the amounts reasonably needed to carry out the program. 

Would that be a fair statement for me to make for the record ? 

Secretary Herrer. As you know, this is the first time I have testified 
on this bill. 
Mr. Passman. Yes, sir. 













PIPELINE LEVEL 





















Secretary Herrer. I will tell you that it was a fair statement, with 
one exception, and that is entirely a question of judgment as to what 
should be kept in the pipeline. 

We run here into this same old story of the continuing appropria- 
tion, and the amount that is to be spent in any year, and ‘what carries 
over. 

In the case of the military, of course, the leadtime on some of the 
things is much longer than it is in the economic field. For that reason 
the pipeline has alw: ays had to be kept at a pretty high level. Even 
in the economic field from the point of view of having projects carried 
through to which one is committed, there is a leadtime which requires 
a pipeline. Without a pipeline we would be helpless. 



















CRITICISM OF PHILIPPINE MILITARY AID PROGRAM 








Mr. Passman. Mr. Secretary, I wonder if we should discount ar- 
ticles such as this one? It says that the Philippine. Army’s chief 
would like to send American Army, Navy, and Air Force advisers 
home on the next boat and charge their transportation to Uncle Sam. 

Continuing, he says: 

The executive officers and enlisted men here live too high on the hog and 
look to the Philippine Republic to pick up the tab. They have failed to deliver 
a single missile or a single tank and their advice consists of little that the 
lowest Philippine private does not already know. 

That is a strong indictment. I wonder if that condition is im- 
proving any or whether the head man of the militar vy in the Philip- 
pines still feels that w ay about our personnel out there ? 
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Secretary Herrer. That is a question I will have to leave to the 
military because I don’t know. 

Mr. Passman. All right, we shall ask them about the conditions 
indicated. 

This is one that is causing us concern, and we want your help. 


INDUSTRIAL COMPETITION FROM EUROPE 
I quote: 
Philippine President Carlos P. Garcia said Uncle Sam is pricing himself out 
of the world market. He notes West Germany has been able to offer the Philip 
pines goods and machinery 30 percent cheaper than American firms, and the 


quality of German goods in many cases is higher than ours, President Garcia 
adds. 


Are you familiar with that feeling on the part of our good 
friend out there? 

Secretary Herrer. Yes. That, of course, is not limited to the Phil- 
ippines. There is no question but what the industrial recovery of 
Europe in certain specialties—I emphasize this—in certain special- 
ties, the Belgians, the French, or the Italians, or the British, or the 
‘an underbid us. 

There was a time when they had no industrial capacity to compete, 
particularly in certain types of heavy goods. They have that capac- 
ity today and on certain specialized lines they can underbid us. It 
is for that. reason that the Development Loan Fund is insisting on 
the “Buy American” provision. 





EFFECT OF FOREIGN AID PROGRAM ON GOLD RESERVES 


Mr. Passman. Mr. Secretary, in 1953 our gold reserves amounted 
to $22 billion plus. The estimate for October 1959 was $19 billion 
plus. But, on the other side of the ledger, foreign dollar credits in 
1952 amounted to only $8 billion plus, or almost $9 billion. That 
amount has now increased to approximately $16 billion. 

Do you see any relationship between the decreasing gold stocks 
and the tremendous increase in the foreign dollar credits? 

Secretary Herter. Yes, sir. I could answer that question in part 


at least and will attempt to do so. But I know that Mr. Dillon will 
be prepared to answer it in great detail. 


SHIFT IN U.S. BALANCE OF PAYMENTS 


There has been a great shift in our payments situation. That shift 
has been the result of a number of different factors. The foreign aid 
program has been a small factor. It has not been by any means the 
largest factor. The largest one probably has been in the investment 
of American capital overseas. There has been a very large investment 
ina very few years by American business concerns in the establish- 
ment of plants overseas. 

In addition to that, the stationing of our troops overseas, and the 
dollar — there, have been. very large. The foreign aid has 
been a part of it, but the military assistance has been a very small 
part of it Ee military assistance is the export of hardware, 


largely, and not in the terms of dollar expenditures in the foreign 
countries. 
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The off-shore procurement policy in military assistance is, T think, 
almost completely eliminated now but you will get further testimony 
on that. 

This dollar payments problem is a very real problem. I know Mr, 
Dillon will be very glad to discuss it with you in detail. It is a matter 
of concern to the Sec retary of the Tre easury and, of course, that con- 
cerh Was reflected in the decision that loans under the Development 
Loan Fund would normally be applicable tO payments for goods in 
this country. 

Mr. Passman. Thank you. 


REQUEST IN EXCESS OF NEEDS 


Mr. Secretary, I think it has been brought to the attention of some 
of the officials in the executive branch and to certain members of the 
Congress that the request this year is for an amount in excess of 
the needs. It has been indicated that the request has been made high 
enough so that this committee might make its usual reductions, and 
those were the words used, vet there would still be sufficient money to 
carry out the program. 

That gains foundation, of course, from the fact that in the past 
the requests have been excessive. We have taken out $4 billion in the 
past v years, vel the funds were acdequ: ite. Some witnesses testified the 
program was improved as a result of the reductions. Now, we re- 
ceive What I regard as Pr: ak excessive requests this vear, and we 
have this rumor circulating around that the requests were purposely 
padded so that the committee could make its cuts and adequate funds 
still would be available. That, if true, would constitute quite an in- 
clictment of the committee. 

Secretary Hlerrer. I do not share that view at all. 

Mr. Passman. Thank you, Mr. Secretary. 


ACTION OF BUREAU OF BUDGET ON MUTUAL SECURLIY PROGRAM REQUEST 


Secretary Herrer. T may say we have had our own difficulties with 
the Bureau of the Budget with respect to the figures that are before 
you here. 

Mr. Taner. Did the Budget raise you / 

Secretary Herren. No, sir. 

Mr. Passman. Mr. Secretary, 2 years ago, I believe, I asked the 
Controller, the Inspector General now, whether the Budget made any 
reduction in the request / He said, “No: we received every dolla 
weasked for.” That, I think, is in the record. 

The following vear the Budget Director did make a reduction. A 
reduction was made this year. You got what vou asked for until we 
brought the matter up, then the Budget Bureau started reducing the 
request. 

i don’t know whether we have saved the money or whether inflated 
requests were presented so as to give us something to write home 
about. That is something we shall have to decide in marking up the 
bill. 


WALL STREET JOURNAL CHARGES PADDING 


A Treasury-State Department battle looms over foreign aid outlay in new 


budget. 
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This is from the Wall Street Journal. It says: 


The State Department, which oversees both the economic and military, is 
pressing for a larger request, officials disclose, on the ground that Congress 
may reduce the foreign aid request to a dangerous level. 


So that is what is going all over the Hill, and it is embarrassing. 
REASONS FOR INCREASE IN FISCAL YEAR 1961 PROGRAM 


Mr. Secretary, the estimate for this program in fiscal 1961 is 
$4,175 million, an increase of approximately $246 million above the 
request and approximately $950 million above the amount appro- 
priated for fiscal 1960. 
~ What is the reason for such a substantial increase for the program 
this year ¢ 

Secretary Hrrrer. You will find that that increase is in the mili- 
tary side of the budget almost entirely. As I pointed out earlier, this 
is not for expenditure entirely during this fiscal year. There is 
$200 million in the request that is being asked for in connection with 
the military pipeline. Actually, what is being asked for on the 
economic side is less than it was last year. 

Mr. Passman. Not with relation to the Development Loan Fund. 

Secretary Herter. What is that? 

Mr. Passman. The Development Loan Fund. Are you including 
that in the economic category / 

Secretary Herrer. The same thing. 

Mr. Passman. The DLF request is $150 million above the ap- 
propriation of last year. 

Secretary Hrerrer. Above the appropriation, ves. Not above last 
year’s request. 

Mr. Passman. Mr. Secretary, if we get into questions that should 
be deferred to other witnesses, please indicate that fact and we shall 
defer them. 

Secretary Herter. I have very competent people here who can give 
me the detailed figures. 

Mr. Passman. I made that comment because 3 years ago the ex- 
change which I shall quote from page 108 of the hearings for fiscal 
1958, took place. I quote: 

Mr. PASSMAN. There have been many years’ experience with the program, and 


the larger annual expenditures are in the past. Would you agree that this state- 
ment is correct ? 


Secretary DULLES. Yes; I think that is correct. I do not have the figures in 
front of me, but I think that is the trend of the figures. 

Now, to see the trend start back the other way, increasing, is going 
to cause this committee to have to dig a little harder. 

Secretary Herrer. Once again I come back to these military figures. 
I think that this chart will be put into the record which shows pretty 
clearly what has been happening over a period of years. There you 
can see what has happened in the military situation. The last up-jog 
there is our request for this year. As I say, that is an up-jog from the 


point of view of the pipeline and it can be given to you in detail by 
the military. 
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Mr. Passman. Mr. Secretary, knowing of your fairness, I am cer. 
tain you will agree that this committee has been able to establish, in 
many instances, that the requests were excessive, that funds were 
sought, for example, to purchase hardware that nations already had 
in excess in warehouses. You would not blame this committee for 
pointing out these facts and making reductions accordingly, would 
you? 

Secretary Herrer. No, sir. I never quarrel with any committee 
that can make justifiable reductions. 

Mr. Passman. I know that. 


EFFECT OF FOREIGN AID ON AMERICAN JOBS 


The Saturday Evening Post of February 27, 1960, contains an ar- 
ticle which is entitled “Is Foreign Aid Jeopardizing American Jobs?” 
The gist of the article seems to be that, through our foreign aid, we 
have underwritten economic revival and modernization of the most 
advanced industrial countries of Europe and have extended the same 
type of assistance to Japan, and as a result of these exports of our 
money and equipment and technological know-how we have created 
some very serious competition in our marketing of American goods. 
It : an interesting article, Mr. Secretary. I wonder if you have 
read i 

os retary Herrer. I haven't, 1am sorry tosay. It was called to my 
attention when I returned from South America that such an article 
did appear in the Saturday Evening Post, but I haven’t had a chance 
to read it. 

Mr. Passman. I certainly wouldn't ask you to comment on some- 
thing you haven’t had an opportunity to read. 


RUSSIAN AID PROGRAM 


Mr. Secretary, we talk about Russia’s aid to various nations, I think 
the rec ord would lead to the conclusion that Russia is long on promises 
and short on deliveries. And in many instances when the »y do deliver 
it is in the form of hard-boiled loans, and a great many of them are 
repayable within from 8 to 12 years. We wish there were some way 
to separate what they have given, if they have given anything, from 
the loans. I wonder if you do have anything conclusive as to where 
there have been Russian grants rather than loans, or, as indicated in 
many instances, their barter system, through which they wind up 
with the long end of the stick, making a substantial profit. One 
example of the latter is the sale of rice from Burma to Indonesia. 
Russian accepted rice from Burma and then sold it to Burma’s 
customer. 

The record is quite confused as to whether Russia has actually given 
away anything, or whether it has been in loans and promises. 

Secretary Herrer. I think we can give you the very best informa- 
tion we have available on that. 


TERMS OF RUSSIAN AID AGREEMENT 


Mr. Passman. Similar to the $100-million deal to Cuba. Woho- 
ever drove that bargain certainly did drive a hard one. 
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Secretary Herrer. There is no question about it, a great many of 
these so-called $100 or $200 million credits that are given turn out to 
be either barter arrangements or loans on which the interest rate is 
not fixed until they ac tually draw on the credit itself. So when they 
talk about these one or two hundred and fifty million dollar credits to 
Indonesia last week—until one can actually see the documents or see 
how they are working out—one doesn’t know what they mean. For 
propaganda purposes they look very big. Sometimes on the actual 
barter end their repayment is made in goods. 

The countries that receive those credits find they are in very bad 
shape to make these payments. I think we can give you the figures 
we have got, and would be glad to do so. 


TOTAL SINO-SOVIET BLOC AID 


Mr. PassMAn. You mention that aid of the Sino-Soviet bloc has 
amounted to $3,200,000,000 since 1954. I wonder how that compares 
to our aid during the same period—ours being mostly grants or so- 
called loans repayable in currencies which we cannot use. Do you 
have a comparative figure ? 

Secretary Herrer. It is just a fraction of what we have made up 
tonow, worldwide. 

Mr. Passman. In prior years the policy has been stated that we 
would never be placed in a position of being blackmailed by aid- 
recipient nations, yet the record does not bear out this stated policy. 


SITUATION IN INDONESIA 


Indonesia’s President, Sukarno, addressed what has been described 
as a “hysterical” national peace conference in Jakarta a week ago and 
told a cheering multitude, “I was awarded the highest Soviet medal, 
the Order of Lenin. Thus, I am a Communist of the highest rank.” 
Twenty-four hours later the U.S. Government announced it had ex- 
tended two long-term loans to Sukarno’s government for more than 
$47 million. The United States would build two plants for the Indo- 
nesians, one in the center of a Communist stronghold. 

Would we be asking too much for brief comment on that type of 
statement. from this man who appears to be so proud of this Lenin 
medal? Off the record. 

(Discussion off the record.) 

Secretary Herrer. Sukarno has set up what he calls his brand of 
democracy in Indonesia, and he has always had a legislative body. 
Within the last few days he hi is suspended the legislature entirely and 
he says he is going to set up “citizens counsels” to replace it. Off the 
record. 

(Discussion off the record.) 

Secretary Herrer. In Indonesia you have some 80 million people. 
It is a very rich area in natural resources, and very poor as far as the 
majority of the population is concerned. It is, again, an area in 
southeast Asia—of course, it is the second largest to India—in which 
you have got a real struggle. 

From the point of view of giving the Order of Lenin and from the 
point of view of our loans, I am convinced there is no possible con- 
nection. 
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Mr. Passman. The loans came after the medal. 

Secretary Herrer. Those loans were talked about for months before 
the giving of the Order of Lenin. Off the record. 

(Discussion off the record.) 

Mr. Passman. He didn’t express himself that way, Mr. Secretary. 

Off the record. 

(Discussion off the record.) 

Secretary Herrer. How Indonesia will turn out in the long run 
nobody can tell. It is again a battleground where we are trying to 
keep the association of Western ideas—we hope we can. There is a 
great deal of antipathy toward the Communists but the Communist 
political party is extremely strong. 

Off the record. 

(Diseussion off the record.) 

Secretary Herrer. We have achance to pull that situation out of the 
fire. Again it is a battle we have the world over. 

Mr. Passman. We have just a few dependable friends, rather than 
those plaving both sides. That we will just have to work for, Mr. 
Secretary. Practically every decision we make, it 1s made through 
hearsay or what some other person knows or writes. 


MUTUAL SECURITY PROGRAM EMPLOYEES 


There is great concern in this country about where this program has 
taken us. The program started off with 478 employees, and there were 
reported last year 46.208. That is a lot of ambassadors in a lot of 
different places. 

That was the total number—46.208—in the mutual security pro- 
gram, according to the testimony last year. Is that your under- 
standing? 

Mr. Betz. I remember your giving that figure last year. 

Mr. Passman. Mr. Andrews brought out the information. That is 
a lot of ambassadors. 


U.S. AND SOVIET AID CONTRASTED 


Here is an article from the U.S. News & World Report, and it is 
‘aptioned, “The Russians have chosen the great intangibles. The die 
( i é 
is cast.” 

It continues: 


The issue is clinched. The die is cast. A friend of mine recently summed it 
up. The United States builds schools and spreads literacy among the peasants. 
The U.S.S.R. supplies them the books and the newspapers they read. The United 
States gives scholarships to students for studies abroad. The U.S.S.R. sells them 
the cheap political glasses through which they survey the world. 

The United States spends on library premises. The U.S.S.R. manages to get 
them on the shelves inside their own choice literature. The United States builds 
hospitals and furnishes them with soft beds, ultramodern gadgets. The U.S.S.R. 
indoctrinates the nurses and the doctors who attend and attract the patient. 

The United States creates factories for the workers to earn a livelihood. The 
U.S.S.R. bands them into trade unious, trains their leaders, and gives them a 
cause to die for. 

The United States pampers regime after regime with paraphernalia for pomp 
and power. The U.S.S.R. trains an elite capable of capturing power in every 


line. i | 


ma 
toc 


fee 


~y 





mn 
to 
a 


1as 
eTe 


of 


tis 
dlie 


“dl it 
ints. 
ited 
hem 


. get 
1ilds 
S.R. 
a 

The 
m a 


oOmp 
very 
| 


STEPS 


oo 


123 


This is just one of many reputable publications, and similar mate- 
rial is coming out now by reams and reams. 

Mr. Secretary, have you read that article? 

Secretary Herrer. No: Lhaven’t. 

Mr. Passman. I wonder if the Inspector General has had an op- 
portunity to read the article. 

Mr. Murriry. No,sir. 

Mr. PassmMan. Would you like to take this, and see if you can get 
some information, and then report your conclusions? 

(The tollow ing was submitted for the record : ) 


COMMENTS ON ARTICLE “How MATERIALISM HAS FAILED IN THE FOREIGN-AID PRO- 
GRAM” BY PRAKASH C, JAIN IN U.S. NEwWs & WoRLD REporRT, OCTOBER 19, 
W590 


Insofar as Mr. Jain’s article related to the U.S. aid program, its main import 
appears to be that U.S. aid in “materialistic,” whereas ‘“‘Russia exports only the 
Communist idea.” U.S. aid, Mr. Jain says, is addressed to such “materialistic” 
ends as improving the standard of living in countries such as India. He indi- 
cates, however, that it is concerned largely with the construction of schools, 
libraries, hospitals, and factories. The Soviets, on the other hand, he alleges, 
indoctrinate the students, doctors, nurses, and workers who use or staff these 
facilities. Although the article refers only incidentally to India, it is presumed, 
since the author is Indian, that his observations relate at least in part to U.S. 
activities in that country. 

To any indictment that it seeks to improve living standards in countries 
such as India, the U.S. Government gladly pleads “guilty.” It hopes through 
such aid to assist the Government of India, for example, in making a success 
of its development program and thus of demonstrating to the Indian people 
that satisfactory economic progress can be made through democratic processes 
and without resort to totalitarian suppression of human freedoms. 

Contrary to the implications of Mr. Jain’s article, however, the Soviets have 
not confined themselves to the export of ideas. They are also embarked on a 
program of massive, ‘materialistic’ aid. In the case of India the amount of aid 
promised by the Soviets now totals more than $700 million and is intended for 
the construction of a wide variety of large and heavy industrial establishments. 
In fact, the Soviet decision to launch such a large-scale aid program in India 
some 5 or 6 years after that of the United States suggests that, in Soviet eyes, 
the U.S. program was believed sufficiently successful to merit emulation. 

The United States, moreover, does not confine its foreign aid to “bricks and 
mortar,” as suggested by Mr. Jain. In India, for example, American technicians 
have been working with their Indian counterparts in villages, towns, and cities, 
assisting community development programs, advising on agricultural techniques, 
helping develop programs of teacher training, medical education and the train- 
ing of nurses. Through its aid and other programs, the United States is carrying 
on with India an extensive interchange of labor leaders, trainees in the steel 
industry, lecturers, artists, teachers, and scholars. 

Far from abandoning the field of ideas to the Soviets, the United States seeks 
through its various programs to achieve a wide interchange of ideas and ex- 
perience between Americans and Indians. The warm and enthusiastic reception 
recently given President Eisenhower in India suggests that our efforts to expand 
mutually beneficial ties with that country have not been entirely unsuccessful. 


Mr. Passman. Mr. Gary. 
EFFECT OF U.S. ACTIONS ON ATTITUDE OF ASTANS 


Mr. Gary. Mr. Secretarv, I am very much interested in your re- 
marks concerning India. We were in India shortly after the Chinese 
took over Tibet. There was unquestionably a very great change of 
feeling there as a result of that action. When I got back to the United 
States I made the statement that there had been two most significant 
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events since World War II, that had probably had more influence on 
molding the thought of the Asians than anything else. 

One was our defense of Korea, which showed our position and as- 
sured them that we were going to stand by the free world. 

The other was the attack on Tibet which disclosed the Russian posi- 
tion and showed them that they could not expect anything good from 
Russia. Do you think that isa fair statement / 

Secretary Herrer. Yes; I think it is a very fair statement. I think 
also the fact that we were willing to stand up and be counted when 
they were threatening Taiwan 2 years ago is also. 

Mr. Gary. Of course, we actually went to war—it was called a 
police action—but we actually went to war in Korea and we lost a 
great many men there. In that action I think we showed that we 
were going to stick by the free world and oppose aggression regard- 
less of the cost. 

The Russian position is in such striking contrast with that. J 
think the two have done a great deal to cement— 

Secretary Herrer. If they lost faith in our willingness to stand by 
them, they would go ver y fast. 


REASONS FOR KHRUSHCHEV VISIT TO ASIAN COUNTRIES 


Mr. Gary. I was of the opinion that was the reason why Khru- 
shchev went immediately from the United States to China. He was 
in China while we were in India. He evidently knew of the reaction 
to that Tibet attack and to the attack on the Indian border because 
he went over there in an apparent effort to change the Chinese tactics. 

Secretary Herrer. It is very interesting in that same connection 
that on this last trip of Khrushchev’s he went to India, to Burma, 
and to Indonesia. Those are the three countries that are having the 
greatest. difficulties with the Chinese Communists. Clearly he se- 
lected those as the three countries to go to to see if they could patch 
up some of the differences between these countries and Communist 
China. 

U.S. PRICES IN WORLD MARKET 


Mr. Gary. You mentioned another thing. We were discussing the 
fact that the United States is pricing itself out of the world markets. 
That, to me, is a very, very serious situation. We saw evidences of 
it in a great many of the countries. We can’t possibly meet the com- 
petition with the labor prices as they are in this country as contrasted 
with wages as they are in the other countries unless we produce more 
goods than they do with our labor. 

With the advent in some of the labor groups of the attempt to con- 
trol production, that to my mind raises a very serious situation and 
has contributed not only to the spiral of inflation in this country, but 
has actually priced us out of the market. I am wondering what the 
answer is. 


NEED FOR HIGHER PRODUCTION IN UNITED STATES 


Secretary Herrer. I think you yourself have indicated the answer. 
You recall a Gompers’ fight over that issue many years ago in the 
American Federation of Labor when the question of automation 





r cel 
ia 


I = 
- 
faut © 


tho 
are 
tile 
av 
Dri 
the 


or 
= OO 





n 


i. 
m 


ak 


en 


C 
c 
we 


“d- 


ru- 
Vas 
i0n 
use 
ics. 
10n 
ma, 
the 
Se- 
teh 
nist 


the 
cets. 
s of 
om- 
sted 
nore 


con- 
and 
but 
the 


swer. 
) the 
btion 


125 


yersus abolition of automation came up, when he took a very strong 
stand that the greater the production, the more jobs there would be 
in the long run for the labor force; that any artificial effort to cur- 
tail production would in the long run reflect on the labor for ce, and 
more production was the answer - through better methods of produc- 
tion and automation. We are in that same situation. 

Mr. Gary. That seems to me to be unquestionably true. Of course, 
we have come a long way since Mr. Gompers’ day. 

Secretary Herter. The same thing, as a matter of principle, holds 
true. 

Mr. Gary. My father used to frequently quote Mr. Gompers’ slogan 
at that time. This slogan that he preached all over American w aS, 
“Eight hours work, eight hours play, eight hours sleep, and $8 a day. 

He set that as the ‘goal, that he was trying to reach. Labor has 
certainly gone a long way beyond that today. 

If, of course, we do price ourselves out of the market, then we are 
not going to be able to dispose of our surplus goods and babe is 
going to “suffer worse than anybody else because of the loss of jobs. 

It seems to me that the time has come that somebody should put 
this question up to labor very strongly today. They have a tremen- 
dous stake in the situation. Not only are we pricing ourselves out 
of the world market now, but because of the c ompetition we are losing 
a part of our own markets to this foreign trade and it is becoming 
very, Very serious because if we lose our markets it is bound to affect 
our economy. 


U.S. IMPORT-EXPORT RATIO 


Mr. Passman. I think I read in an article just recently that in the 
month of February, or perhaps January—taking the 1 month—our 
imports actually exceeded our exports. 

Secretary Herrer. Merchandise? Yes. 

Mr. Passman. That would be a dangerous condition for us if we 
should experience very many similar months. 

Secretary Herrer. Yes, fora great many months in a row. 

Mr. Gary. It is a very serious situation. It is one which should 
give us serious concern. In Mr. Andrews’ committee the other day 
we had Mr. Saulnier, head of the Economic Council, as a witness. 
We had some discussion of the situation then. He stated it was a 
very serious situation that we had to face in America. Of course it is 
one that the Russians are not bothered with, because of their totali- 
tarian state and Khrushchev controlling everything, they don’t have to 
bother about that at all. They can make their prices what they will. 
It has given me very great concern. That is all, Mr. Chairman. 

Mr. Passman. Mr. Alexander. 

Mr. Atexanper. Mr. Secretary, I wish to follow the same line of 
thought as Mr. Gary. I come from an industrial area and our people 
are certainly fearful as to what is he appening, particularly in the tex 
tile field. I came back from my trip around the world last year with 
avery definite impression that within a very few vears we would be 
priced out of the world market on practic ‘ally all of the things which 
the so-called underdeveloped countries are ab > to produce now. 

The industries in Japan, Thailand, and so forth, are producing 
goods 1 in modern factories with asse ‘tmbly line Goalcad such as we have 
in this country, 
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Although I don’t know that any of us have the answer to it, it cer. 
tainly gives me grave concern, and I feel that in this program we have 
to make an effort to meet one of your two major forces that are work. 
ing together. We have established too many manufacturing plants 
and developed the growing of things that we in this country are pro- 
ducing for world trade. It seems to me that in our program in these 
underdeveloped countries we ought to make every effort to develop 
things that are not in direct competition. T have the strong suspicion 
that in 3 or 4 years this country will have a difficult time selling in the 
world market. I can’t help but say that because—as Mr. Passman has 
just said—I believe so far this year there have been more imports in 
the textile field than we had all of last year, which is a terrific impact, 


U.S. ATTITUDE TOWARD NEWLY INDEPENDENT NATIONS 


I have had a feeling that before an undeveloped country can really 
have a democracy and freedom the people must have an educational 
background sufficient to determine issues for themselves. It seems, as 
you pointed out today, that practically every little country has a burn- 
ing desire to be free, which is only natural, and our policies have been 
encouraging that. 

Would you care to comment? We are not helping ourselves too 
much in encouraging a country to become free when it is not ready and 
can’t at least with small help, stand on its own feet. 

What is your feeling in regard to that particular aspect ? 

Secretary Herrer. My feeling is very much as vou have indicated. 
As far as I know, we have not encouraged any nation to seek its free- 
dom when we are convinced it just didn’t have the m: inpower to op- 
erate it and didn’t have the skilled personnel to handle its problems 
when it became free. 

It isa very touchy subject, because after all, this wanting to be inde- 
pendent is something we have had the greatest sympathy for, nat- 
urally. But we have never in any way offered aid as an inducement 
to any country to become independent. 

If we were asked whether we subscribed to their aspirations to free- 
dom, we of course said yes. But that is one reason why I think in con- 
nection with this whole African scene the most important single factor 
is getting manpower educated that can handle things in the country 
so that they have got a possibility of surviving and not getting a type 
of dictator, particularly if they are choosing the democratic method 
of operating. 


Mr. Avexanper. I certainly agree with you that we of all people | 
| ways 


will not be the ones to discourage a country from seeking freedom. 
But I wonder if the very fact that we in our assistance program with 
some 76 nations of the world wouldn't be indirectly holding out if they 
needed assistance we would stand by willing and ready, to help them. 

Secretary Herter. I don’t think so, sir. We have been in this posi- 
tion where most sr nations we are talking about were either a part 
of the British or the French colonial empire. We have never moved 
in with any assistance to the colonies in any of those areas, except 
through the metropoles. 


U.S. foundations have given educational help for univer rsities and | 


so on in some cases in the colonies. But the U.S. Government itself 
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as never stepped in with a program in a colonial area except through 
the metropoles. 

We would be stepping right on the toes of the governing bodies. 
Even when a country has declared its independence, we moved very 
Jowly in that field because the principal responsibility still lies with 
the mother country if she can afford to do it. 


MUTUAL SECURITY PROGRAM CRITICIZED FOR OVEREXTENDING 


Mr. AuexanperR. Do you think in our overall mutual security pro- 
cram that we have overextended ourselves and done many things 
superficially, and that we would have perhaps done a better job if we 
had not taken on quite so much? Do you feel that is a fair criticism 
or not ? 

Secretary Herrer. I can’t tell you whether it is a fair criticism or 
not. There is no sense in denying the fact that some of the jobs we 
have done have not been well done. If we have made mistakes, they 
are errors of judgment, not of good will. We have wanted to do the 
right thing. I think if we had 10 years to go back we might have 
done things rather differently, particularly in ‘the field that you speak 
of; that is before you try to get people to move into the economic 
field, you try to help them develop their manpower which can really 
wail itself of the economic development. 

If you think we have taken on too much, that is true to a limited 
extent, and that limited extent is measured by the limit of able avail- 
able people in this country who are willing to go overseas and help 
in the operation of these jobs. The personal ‘factor is a very big 
factor. The recruiting, particularly on a year-to-year basis—the 
short-term basis—is not an easy thing to do. I haven’t envied the 
ICA administrative job of trying to recruit good personnel to carry 
on these jobs—many of them in places that are very difficult to live in, 
compared with our own American standards. 

If I were going back, I wouldn’t want to go back and do fewer 
things. If anything, I would want to do more. I think we are head- 
ing for very, very serious competition coming up ahead, and we may 
well regret that we haven’t done more to try to hold the free world 
together. 

LIMITS FOR U.S. ASSISTANCE 


Mr. PassMAn. There is definitely a limit as to how far we can go 
with a program of this type, though. Do you not agree, Mr. Secretary ? 

Secretary Herter. Oh, yes, certainly there is a limit. There is al- 
Ways a limit to how far you can go to hold things together when you 
have toadd up ever ything i In a ¢ comprehensive budget. 

Mr. PassMANn. The committee will take a 1-minute recess. 

(Recess taken.) 

Mr. Passman. The committee will come to order. 


PRESIDENTIAL TRIPS INCLUDED NO AID COMMITMENTS 


Mr. Arexanper. Mr. Secretary, our distinguished President has 
‘raveled a great deal in the last year and has been in the Near East, 
the Far East, and South America. During that travel have we made 
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any definite commitments in regard to assistance to the countries he 
has visited / 

Secretary Herrrer. Never a single one. One of the rules of the 
travels was that it had to be understood by the country he was visiting 
before hand that he was not going to make any commitments to them, 
Off the record. 

( Diseussion off the record.) 

Secretary Herrer. The President never made a single commitment 
from the point of view of aid, during his entire travels. 

Mr. ALexanper. I want to say this, I am certainly for any good will 
and helpfulness among nations, as far as feeling toward our great | 
country is concerned, but I hear on the streets and around different 
places, insinuations of commitments and this and that and the other, 
which I feel are not for the best interests of the country in the long 
run. 

Secretary Herrer. I can give youan absolute assurance on that. 

Mr. ALexanper. Thank you, that isall, Mr. Chairman. 

Mr. Passman. Mr. Andrews. 


AMOUNT OF ORIGINAL MUTUAL SECURITY PROGRAM BUDGET REQUEST | 


Mr. Anprews. What was your budget request originally? Can you 
tell us? 

Secretary Herrer. Tothe Bureau of the Budget ? 

Mr. Anprews. Yes. You have a budget request before this com: 
mittee for $4 billion—S$4.175 million for fiseal 1961, which is a 
increase of $999,187,000 over the 1960 appropriation. I would like 
to know what your original budget request was. 

Secretary Herrer. $4,927.600,000. 

Mr. Taner. Yousee, they have an asking price. 

Mr. Anprews. Mr. Mur phy, would you, at a later date, place at this 
point in the record the items that were deleted by the Bureau of the 
Budget ¢ 

Secretary HLERTER. There isa table right here of those items. 

Mr. Passman. Without objection, it will be inserted in the record. 

(The matter referred to follows :) 


Mutual Security Program fiscal year 1961 budget requests (not otherwise authoriz 
Y { ‘ Y f 


{In millions of dollars] 


| ro Bureau Allowed by 

| of the Bureau of Reduction 

| Budget the Budget 
tp-tion | . 
Military assistance | $2, 346.8 $2.000.0 | $346.5 
Development Loan Fund | 1, 000. 0 700.0 | 30K 
Economic assistance, except Development Loan Fund 1,355.8 | 1, 300.0 55. 
Contingency fund : 200.0 | 175.0 25 
Foreign investment guarantee fund 25.0 0 2 

Total. == a oe . : , 927 a 4,175.0 725 


PROBABLE DURATION OF PROGRAM 


Mr. Anprews. One other question, Mr. Secretary. Do you have 
any opinion as to when this program might end? 
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Secretary Herrrr. No, sir. I — be misleading you if I told 
you | thought it would end soon. I don’t think it will. I think 
jong as you 1 and [ are alive, sir—and I am not subline you in any age 
elas -we are going to be continuing this struggle, a world struggle, 
and that this program will be a very essential and important part 
of it. 

MAGNITUDE OF PROGRAM 


Mr. ANprews. And the chances are it will grow in size? 

Secretary Herrer. That it will do what, sir? 

Mr. ANpRrEws. Grow in size, from a dollar and cent standpoint. 

Secretary Herrer. I am not sure it will necessarily grow in size. 
There are a number of lending agencies at the present time, as you 
know. Those are actually growing in number with this year’s for- 
mulation of new agencies which won’t be actually operating for an- 
other year, that is “the Inter-American Bank and the International 
Development Association. The existing lending institutions may re- 
quire more capital, but, generally speaking, these lending institu- 
tions have had pretty good records. You get a certain amount of 
eapital that is revolving all the time in their operations. The Export- 
Import Bank could involve a very considerable amount, even though 
you have given them an increase in their capital. The same is true 
of the World Bank. The World Bank today, I don’t think, has yet 
had a default on a loan. That means it has been revolving its capital 
through its earnings. So I don’t think that this program will neces- 
sarily grow very substant i: ally in amount. 

What we are hoping, of course, in each one of those countries, if 
we can get them over the initial hump, the private investment oppor- 
tunities will allow the private sector to take over a larger share of 
this load, and not only the private investment sector from the United 
States, but from other nations in Europe that have recovered almost 
miraculously in the last 10 years. 

So we hope that the amounts will not keep on going up geometri 
cally. But I think we are going to have to stick with this program 
Ih & competitive world where we have got a bitter and tough 
Opposition. 


U.S. PRICES AND THE WORLD MARKET 


Mr. Axprews. Do vou share the fear that some of the members of 
the committee have e xpressed as to the possibility that this Nation is 
pricing itself out of the world market as production facilities increase 
in Oversea countries, and put more and more goods on the world 
market, produced with cheaper raw materials and cheaper labor in 
competition to the American seivaliniien where our products are 
made on the highest standard of living that the world has ever known ? 
Do you have any fear about what lies ahead for the next 5 or 10 
vears ¢ 


Secretary Herren. Yes: I think it is something that is certainly a 


disturbing factor, without any question, one of the factors that bri ings 


in this balance of payments problem that was raised earlier. 
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ESTABLISHMENT OF PLANTS IN FOREIGN COUNTRIES 


A great many American manufacturers today with know-how are 
setting up plants in foreign countries, which means an export of 
capital. In the long run it will mean returns coming back. But they} _1 
are doing that rather than trying to sell from the American pro-| U2 
duced goods. ss 

Mr. Anprews. Every time they set up a factory in a foreign coun- | tis 
try and produce over there it takes from the demands for American wit 
produced goods, doesn’t it / a 

Secretary Herrer. That is correct. And we do it on certain stand.) 
ardized types of products. As I see the future of the American in| gre 
dustrialist here, he is going to have to use every bit of ingenuity that | min 
he can in order to produce | ‘goods through greater automation, through |"? 
greater engineering and industrial skill. ~ 


Mr, Anprews. That means more unemployment in America / ant 
Secretary Herren. Let us hope that we can keep industrial growth | _ hig 
voing. If we can’t, then we have got a very serious problem. prel 
Mr. Anprews. Every time a new plant goes up in a foreign coun) “y 
try, it cuts down on the demand for American produced eoods of that} fun 
particular type; doesn’t it / | 
Secretary Herrer. That is right. 
Mr. Anprews. This thing comes mighty close to home. I was talk- 
ing with a man from my State of Alabama recently who lost a contraet | 
for 454,000 feet of copper tubing. The contract was awarded by the 
TVA, a Government agency, to a British concern that underbid hin 
considerably. \ 
So to me it isa very frightening picture. Does 
That is all, Mr. Chairman. | wer 


Mr. Passman. Mr. Secretary, I like your policy. I like you, and| the 
I think you are a great Secretary of State. I would much rather you sr 
thinking should prevail, and not the views of some of those who are it! of , 
this struggle. beer 


DEVELOPMENT OF AID PROGRAM FOR GHANA “s 

; : st fises 

If I may now go back to page 1034 of the hearings of 1958, Mr) gan; 

Natcher asked this question : thro 
‘ sa the 

Arriving at your figure of $800,000, then there are conferences held betweel oh 

representatives of the ICA and the State Department in the new country 0 requ 
Ghana. i 
. : ,) pr 

Mr. Murpuy. Not necessarily. As a matter of fact, I would not think that oe 


would be the case in the case of a new country like this, which was put in in the tech 
1958 budget in anticipation of its independent status before it actually receive 4] 
status. aid 3 

Would you tell us upon what basis you arrived at this amount) Sovi 
inasmuch as Ghana had not actually become a new ni ation ? Give) Tepe 


us something to plan on in the future because I believe the Secretar) = M 
stated that there may be at least eight other new nations which maj) 


come into being during this year. So, if you will, outline to the com 
mittee what meetings you had and upon what basis, and how you al 
rived at this amount, and what officials you discussed it with—hefor 
the nation came into being. 
Mr. Murruy. I think I can help on that. wer 
Mr. Passman. Please put the information in the record. 
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(The matter referred to follows :) 


PLANNING FOR ASSISTANCE TO NEW AND EMERGING NATIONS 


In Africa it has been customary for emerging territories to sound out the 
United States with regard to economic or technical aid in advance of independ- 
ence. This has been done by Officials of the territory through U.S. consular rep- 
resentatives or through the metropole nations, or both. The major exception to 
this pattern has been the case of Guinea, due to the abruptness of the break 
with France. 

It has been from these early soundings by African territories that ICA has 
learned, through U.S. diplomatic representatives, of the nature of plans, priorities, 
aud problems of concern to the territories and in many instances the specific 
areas Where U.S. assistance will be sought. If the executive branch has deter- 
mined that U.S. policy requires an affirmative response to such requests, ICA 
representatives or survey groups usually visit the area to examine the local 
development plans, priorities, and need for assistance. In the course of these 
investigations, the criteria and limitations of the technical cooperation program, 
which has been the customary form of U.S. assistance, are discussed. The 
highest priority projects of the technical cooperation field are also examined and 
preliminary cost estimates made. The results of the survey group are then 
reviewed by ICA/W. 

There are two important variables affecting the magnitudes and source of 
funds for the first year’s assistance: 

1. If formal requests and the final U.S. decision to extend aid occur late 
in the U.S. fiscal year, the allocation of money from the contingency fund 
is often necessary. If not, the country programs are identified in the usual 
budget request to the Congress under the appropriate title. 

2. If it is determined that the United States will carry out assistance 
through contractual arrangements, a higher level of funds is usually re- 
quired for the first year of operation than is the case with direct hire, since 
contracts usually are funded at least a year in advance. 

With respect to the Ghana program, referred to in previous hearings aid 
negotiations were undertaken late in the U.S. fiscal year and two contracts 
were signed for the implementation of technical assistance projects, one with 
the Near East Foundation, the second with International Development Services. 
Were these projects to have been carried out on a direct-hire basis with tech 
nicians funded only for the few weeks remaining in fiscal vear 1957, the level 
of obligation for the Ghana program of $729,000 for that fiscal year would have 
been just a small fraction of the amount obligated for the forward funding of the 
two contracts. 

With regard to the territories in tropical Africa to become independent in 
fiscal year 1960 and fiscal year 1961, several have approached our consular repre- 
sentatives to determine whether the United States would be willing to assist them 
through the provision of technical or other assistance. These include Mali, 
the Malagasy Republic, Sierra Leone, Cameroun, Togo, and the Belgian Congo. 
It is the intent of ICA to send representatives to those territories which have 
requested U.S. assistance, in order to examine the local development plans, 
priorities and needs for aid, to explain our methods of operation in the provision 
of technical assistance, and to point out the limited resources available in our 
technical cooperation programs. 

Although it is certainly not the intent of the executive branch to promote 
aid agreements or make offers of assistance in the fashion which has become the 
Soviet pattern, we do wish to be sufficiently responsive in order to avoid a 
repetition of our Guinean experience. 


Mr. Passman. Mr. Taber. 
Mr. Taner. I have just one quest ion, 


SITUATION IN GUINEA 


You told us that the Russians had moved into Guinea. While they 
were doing that, what were we doing ? . 

Off the record. 

(Discussion off the record.) 
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Secretary Herter. From the point of view of our own dealings with | 
the Guineans and, particularly, their request for mutual security as- 
sistance, we have made two agreements with them, one for the ex- 
change of personnel, the training of 150 people whom we have agreed 
to bring to this country, and the other for teachers of English wanted 
by Guinea which we said we would supply. That, as far as I know, is 
as far as we have gone in Guinea. 

Off the record. 

( Discussion off the record. ) 

Secretary Herrer. As of now, we do not project any large aid pro- 
gram in Guinea. 

Mr. Taser. That is all. 

Secretary Herrer. I think we were very slow in starting. 

Mr. Passman. Mr. Conte. 

Mr. Conrr. Mr, Chairman, I only have a few questions. 

Mr. Secretary, I want to commend you for your fine presentation 
today and also for the remarkable job vou have done since you assumed 
office as Secretary of State, and the wonderful manner you handled 


this vexing problem that is facing the United States and the free | 


world. 
No one can deny that you have dedicated your life to the preserva- 
tion of peace in the free world. 


PROPORTION OF U.S. AID DOLLARS RETURNING TO THE UNITED STATES 


In regard to the balance of payments that were discussed here to- 
day, Mr. Secretary, last year we appropriated $2,370 million to the 
military program, and approximately 90 percent of this money was 
spent right here in the United States? 


Secretary Herrer. I have forgotten what the exact figure was last 


year, but I would say the hardware that goes overseas has little i impact 
on the balance of payments. Probably it was not involved in the bal- 
ance of payments because military hardware all comes from. the 
United States, or a great majority of it does. 


OTHER CAUSES AFFECT U.S. ECONOMY 


Mr. Conte. In regard to pricing ourselves out of the world market, 


many people would try to create the impression that a great deal of 
this problem has been caused because of foreign aid. In New England 


we lost our textiles to the South long before foreign aid came into} 
being. The exodus of our textile industry to the South came before | 


foreign aid when the South stole most of our soft goods industries 
because of lower wages. We had many closed shops in my district 
long before foreign aid. 

Mr. ALeExANper. If the gentleman would vield there, T think the 
truth of the matter might be somewhere between lack of good man- 
agement and not progressing in regard to new machinery, plus your 
labor problem. Southern workers are good workers; you will have to 
admit that. 

Mr. Conte. I think we can defer this issue until a debate some 
later day. Let us take for example one of our biggest, competitors 
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in the textile industry, and that is Hong Kong, which outside of a 
small refugee program we have there, is not a recipient of American 
foreign aid. So I don’t think we can blame some of our loss of world 
markets on the foreign aid program. 


SITUATION IN INDONESIA 


In regard to Indonesia, Mr. Secretary, I visited Indonesia with 
the committee this fall and there we interviewed the leaders of that 
country. 

Off the record. 

(Discussion off the record. ) 

Secretary Herrer. After all, I am convinced that the whole of 
Southeast Asia is free today largely because of the position we have 
taken. First of all, as brought. out by Mr. Gary, by showing we 
meant business when Korea was attacked and again when Taiwan was 
threatened this year. 

I think the whole of Southeast. Asia has remained free because of 
that. 

Mr. Contre. Also we have another set of circumstances working in 
our favor in Indonesia; that is the economic problem. The 2 
million Chinese in Indonesia more or less control the economy of the 
85 million people in Indonesia. 

Secretary Herter. That has caused a great bitterness between the 
Indonesian Government and the Communist Chinese. 

Mr. Contr. I believe you pointed out that was probably one of the 
reasons Khruschev took a visit to Indonesia, as well as Burma and 


India. 
I have no further questions. 


EFFECTS OF FOREIGN AID PROGRAM ON THE UNITED STATES 


Mr. Passman. Mr. Secretary, you stated that we are having to 
make a sacrifice to help our neighbors throughout the world. We 
certainly couldn’t claim this foreign aid program is something that 
is helping the American economy. It really necessitates a continua- 
tion of high taxes and sacrifice on the part of the American people to 
help our friends abroad. Am T assessing the situation correctly 4 

Secretary Herrer. Quite correct. But there is the complementary 
theme. We are helping ourselves in maintaining a free world. 
Mr. Passman. That iscalculated. We hope so. 


FINAL DISPOSITION OF FOREIGN AID DOLLARS 


When we appropriate money in the Congress and you credit these 
funds to foreign nations, they either requisition against the original 
dollars something that is manufactured in America, or they may 
requisition something manufactured in some other country and, in 
turn, the second country would eventually requisition some ‘thing that 
ismanufactured in America. 

Eventually that dollar comes back, and it has its effect on the 
American economy when it is spent back in America ? 
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Secretary Herrer. That is correct up to a point. That is corred 
when we were the real and only source of goods that could be pur. 
chased. In recent years some of those dollars have not come back 
They remained in the reserves of other countries. 

In other words, they have not been applied to the purchase of good 
in the United States. They remained in the dollar reserves, whic) 
are the same as gold reserves, of some of the nations, 

So, like the homing pigeon, they got so far and then they stuck, 

Mr. Passman. Which leaves our own natural resources intact until 
such time as something has been requisitioned for the dollar credit, 

Secretary Herrer. Eventually the dollar can only be used to pur 
chase in the dollar market. 

Mr. Passman. It doesn’t make any difference whether it is spent 
tomorrow or the day after tomorrow. It has no effect on the Ameri 
can economy until it is finally spent / 

Secretary Herrer. That is true. 


DRAIN ON U.S. GOLD RESERVE 


Mr. Passman. We brought up earlier today about foreign nation 
and foreign nationals holding 16 billion American dollars. Centra 
governments may use dollars in their possession to requisition goli 
from Fort Knox. Then, if the nationals in foreign countries shoul 
somehow divert their dollars into the central government that, to 
could be used to requisition gold ? 


Secretary Herrer. That is right. 
Mr. Passman. I think that under our formula it is desirable to mai: | 


tain what now amounts to at least a $12-billion-dollar reserve t 
back up our own currency. So, at least technically, foreign govern 
ments and foreign nationals, if they should lose confidence in the abil 
ity of America to manage its monetary system, would hold $16 billio 
against our present $19 billion in gold. 

Secretary Herrer. That is correct. 

Mr. Passman. Thank you very much, Mr. Secretary. 

Mr. Gary. Mr. Secretary, [ would like to ask one more question if 
I may. 

ACCOMPLISHMENTS OF MARSHALL PLAN 


The original Marshall plan program was designed to rebuild Eu- 
rope which was then prostrate after World War II. It was an eco: 
nomic program. 

Practically all of the goods were purchased in this country. It was 
a 5-year program and it lasted for 5 years. 

Secretary Herrer. It started as a 4-year program-and became a 5: 
year program. 

Mr. Gary. And at the end of the 5 years that program ended. It 
did accomplish its purpose of rebuilding Europe, putting them back 
on their feet so that instead of being destitute, they were able to re- 
sume their trade and improve their economy. 
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ACTUAL COST OF MARSHALL PLAN LESSENED BY USE OF SURPLUSES 


While in dollars we spent 15 billion in that program, through the 
program we did dispose of a great deal of our surplus products and 
material that would have acc mulated in this country. Under our 
Commodity Credit Corporation program we probably would have had 
to spend that money to purchase those materials anyway. Isn’t that 
true? 

Secretary Herter. I think so. We certainly had a forced draft put 
on our own productivity. 

Mr. Gary. Exactly. As a result, the actual cost of that program 
was nothing like the amount as indicated by the original figures. 


KOREAN WAR CHANGED NATURE OF AID PROGRAM 


At just about the conclusion of that program the war started 
Korea. Then the entire program changed. Instead of being an eco- 
nomic program for the aid of Europe, it became a military program 
tostop Russian aggression in Asia. Is that correct ? 

Secretary Herrer. That is correct, in Asia, but also at the same 
time the NATO alliance was built up in Europe, and then finally 
the SEATO alliance as the third of the multi-national alliances. 

Mr. Gary. Well, let us say a program to stop Communist aggres- 
sion. Thatisall. 

Mr. Passman. Mr. Secretary, I have this question for another 
member. 

COMMITMENTS FOR MILITARY ASSISTANCE 


We do have a program in Europe, under the NATO setup, through 
which we are appropriating American dollars to continue a military 
program in Europe? 

Secretary Herter. Yes, sir. 

Mr. Passman. Is it not true that we have contracts with reer 
which have had such a speedy recovery in their economy that, if 1 
were not for the contracts, it would not be necessary to appropri: se 
American dollars to carry out our commitments / 

Secretary Herter. Very true. 

As I recall it, there are five NATO nations, as of now, to which we 
are making no new commitments. We cut down very materially in 
several other nations. 

[ think, as has been explained, Greece, Italy, and Turkey have 
been the principal NATO nations to which we still provide major 
military assistance. 

Mr. PassMan. But we are making contributions to nations which 
are able to carry on their own contributions to NATO, and making 
those contributions on account of prior agreements to which we are 
bound ? 

Secretary Herrer. That is right. We have got commitments that 
we made. 
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Mr. Passman. I might say, if we are not very careful in some of 
these other commitments, we could find ourselves in a comparable posi- 
tion with other nations throughout the world; could we not ? 

Secretary Herrer. Yes; but as I recall it, when you are talking 
about military equipment, you make commitments on‘a long le: vdtime | Fa 
basis. You have to. Actually, the totals that are involved in those 
commitments, you will find, are very small. 

Mr. Passman. But, anyway, minimum commitments would be pref- 
erable to maximum commitments in order to avoid getting ourselves 
into that same type of entanglement throughout the world. 

Secretary Herter. Yes, sir; I think we make awfully few commit. 
ments until we know what the situation is. 

Mr. Passman. Even if this committee is accused by some of being 
too conservative, we do have a record of appropriating money to| Ne 
nations which no longer need it, but because of our agreements with 
them, we have to put up the money. 

Secretary Herrer. But that is a relatively small amount. Mate- 
riel for the French account this year, is ———. That was a commit: 
ment that was made 2 years ago. We never developed the program 
to a point where we could make good on it earlier. 

Mr. Passman. Mr. Conte. 


INCREASE OF NATO BUDGET 


Mr. Contre. With regard to that question, Mr. Secretary, havent | 
the NATO countries increased their contributions in the last vear! } 
| 


L, 
In 1958 they contributed $12,002 million and in 1959 it was $15,006 
million. 
Secretary Herter. I think almost every one of them increased their 
budgets. 
Mr. Passman. Increasing it for their own use, and not necessaril} 
to help us? 
Secretary Herter. Overall NATO requirements 
Mr. Passman. Thank you very much, Mr. Secret: wy. Your co 
operation with this committee is sincerely appreciated. 
Tuespay, Marcu 8, 1960. 
Mr. Passman. The committee will come to order. 
SANITATION Prosects Unprer ICA 
I 


I ask that a table, which I have had prepared with respect to sanita- 
tion projects under ICA for the fiscal years 1955 through 1959, be 
printed at this point in the hearings. 
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(The table referred to follows:) 
Fiscal year 1955 projects, health and sanitation 


ENVIRONMENTAL SANITATION 
Far East: 
Cambodia: Sanitary wells in rural areas 
China: 
Kaohsiung water works rehabilitation___.-.-_______-_____ 
Improvement village water supply______-_-___-_ esastanbeaiasict certs 
Improvement sanitary engineering practices 
Philippines: Water supply (wells and springs) 
Thailand: 
Environmental sanitation 
yon ro 0: a ee 
Vietnam: Rural water supply_- 
Near East, Africa, and south Asia: 
Egypt: 
Installation of potable water supply system 
Sanitary engineering department.__.___......___.____-__- 
India: National water supply and sanitation program____ 
Iraq: Environmental sanitation_....____.___-- 
Israel: 
For sewerage and sewage treatment_______-______________ 
Public health sanitation participantship 
Sanitary engineering participantship 
Jordan: Environmental sanitation 
Lebanon: 
Extension of health and medical services to villages__- 
Village water supply_-_- : es Sees a a 
Pakiston: Greater Karachi water and sewage disposal project—_ 
Latin America : 
Colombia: Publie health engineering_______-_--_-_-_-- ---____ = 
Costa Rica: Engineering studies project_ 
Keuador: 
Environmental sanitation_...._....__.______- nik Sccttheas ikea acai 
Technical assistance in environmental sanitation_ 
Hfonduras: Environmental sanitation 
Mexico: Division of Health and Welfare 
Nicaragua: Environmental sanitation. 
Panama: 
Training in environmental sanitation, sewage disposal and 
garbage collection___.___________ = satiation 
General engineering services for the servicico (environ- 
mental sanitation) — 


Peru: eer aoe” . rs , 
Sanitary engineering instruction 
Sanitary engineering____ 

Fiscal year 1956 projects, health and sanitation 


ENVIRONMENTAL SANITATION 
Far East: 

Cambodia: 

Sanitary wells in rural areas_- 

City water supplies___- _ 
China: 

Improvement of sanitary engineering practices____________ 

Establishment of environmental sanitation bureau 
Korea: 


Seoul water distribution system rehabilitation__ 
Seoul waterworks enlargement, Goo-I-Ri plant_- 


$26, 
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Fiscal year 1956 projects, health and. sanitation—Continued 


Far East—Continued 
Philippines: Water supply (wells and springs) __ 
Thailand: Environmental sanitation 
Vietnam: 

Rural water supply 
Disposal of waste 

Near East and south Asia: 
Egypt: Sanitary engineering services (ID)___-_____________ 
India: National water supply and sanitation program 
Iraq: Village sanitation project 
Jordan: Environmental sanitation 
Lebanon: Village water supply 
—— ; 

Greater Karachi water supply and sewage disposal project__ 
Municipal water supply 
WaSRMROe WATT UI ni ee 
Chittagong water supply and sewerage 
Dacca water supply and sewerage 


Africa: 
Ethiopia: Well drilling 
Libya: 

Development domestic water 
Sanitation activities 
Latin America: 
Brazil: Sanitary (environmental) engineering__ 
Colombia: Public health engineering 
Costa Rica: 
Engineering studies project 
eigenen 
Environmental sanitation personnel training project 
mouacer: tnyironmental saniteation.........................-. 
Honduras: Environmental sanitation M (health cooperative 
7 lial ee eee ays as 
Mexico: Health and sanitation: 
Sanitary engineering consultation to Ministry of Hydraulic 
ate ae acs 
Mavironmental sanitetion..............<<...s.... 
Nicaragua: Environmental sanitation alae 
Panama: General engineering services for the servicio (environ- 
mental sanitation) 
eS ere os en owen 
Venezuela : Rural water supplies enginee ring and construction__ 

Oversea territories : 

British Honduras: Training in engineering for municipal 
services 


Fiscal year 1957 projects, health and sanitation 


ENVIRONMENTAL SANITATION 
Far East: 
Cambodia: Improvement of city water supplies 
China (Taiwan) : 
Kaohsiung water works rehabilitation____- aa 
Improvement of sanitary engineering practices_—- 
Environmental sanitation bureau (institute) 
Korea : 
Waterworks rehabilitation_____~ ; Se 
Construction of wells and sanit: uy ‘fa ie ilities 
Street and city drainage sa P 
Philippines : Water supply (wells and springs) - 
Vietnam: Rural water supply_-—- 
Near East and south Asia: 
Ceylon: Environmental sanitation 
India: National water supply and sanitation program 
Iraq: Village health services re are acta heist gt 
Jordan: Environmental sanitation__- 


ai cimpnhmicciciee iene, Sepa 


66, 000 


1438, 000 
23, 000 
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S97, 358 
15, 690 
159, 000 
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10, 000 
112, 270 
, 743, 900 
420, 000 
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441, 60 
83, 900 


192, 200 
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10, 00 
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Fiscal year 1957 projects, health and sanitation—Continued 


Near East and south Asia—Continued 
Lebanon: Village water supply fost eit kns $193, 000 
000 Pakistan: Greater Karachi water supply and sewage disposal__ 5, 000 
, 000 Africa: 
Ethiopia : 


, 000 Community: water. sumoy... nbs ie eek bend OO, OO 
, 000 Community water supply, well drilling. ____ se 238, OOO 
Libya: 
, 525 RN i tes ten dcermnipwsan ie 76, 000 
” 358 Development of domestic water__......._________________ 27, 000 
, 690 Development of domestic water supplies____._.___________ 760, 000 
, 000 PORE NOe s CU Eo Se ee end wees k 42, 000 
», 050) Latin America : 
Bolivia :. Environmental sanitation._.__............~..-....~ E> 85, 000 
, 000 Brazil: Sanitary (environmental) engineering Bh ee Oe 151, 000 
» 270 Geiombia:: Public heeith engineering... 90, 000 
5, 900 Ecuador: Environmental sanitation._..............._________ 48, 000 
), 000 Guatemala : 
), 000 Environmental sanitation 


Deend asa k eineaeslnce sate peta bt iaetaes ok wal inriottareaas 12, 000 


Un vIPOMMeNER GORiGIOl.. .. nec cc mene nce, te 500, 000 


2, 534 Honduras : 

Environmental. Sanitation. 2... 2 heck cwes = 5, 000 
1, 600 Health and sanitation project for specific problems in “the 
3, 900 PONRNAL OT CP mIOR UR ne 1, 250, 000 

Mexico: Health and sanitation, environmental sanit: ation ee ese se 26, 000 

2, 200 Nicaragua : Environmental sanitation__._...__________________ 4, 000 
0, 900 Panama: 

Extension of water and ‘sewérs___....__..__-..-._...___.- 2, 000, 000 
6, 00 General engineering service for the services (environmental 
1, 000 | SU nea ak ee Sa eae niceties cn wre 24, 000. 
0, 00 
7, 500 Fiscal year 1958 projects, health and sanitation 
5, 900 | ENVIRONMENTAL SANITATION 


Far East: 
Burma: 


8, 000 ER OER IIA ns tee ecnnndack cn $1, 400, 000 
11, 000 Rangoon sewefage sionaa a a a 645, 000 
32, 926 Village water supply and sanitation______.___-_____--_-__ 577, 000 
OT OT UN ad et eins lien reo 224, 000 
27, 300 | Reason treneral Hegnital. 3 neue 752, 000 
15, 78 Cambodia: Improvement of water supplies__._..___-.-----_---- 224, OOO 
24, 900 China (Taiwan) : 
panitation and water suppiy.............-............ ge 38, 000 
municival water sappy, ‘Taichung................. 5.4.4. 180, 000 
3, 50 Korea : 
City eineee imrorement. en cnn 209, 000 
Waeterworme rempeniniron.. . ue 1, T39, 000 
Construction of sanitary facilities._._....___.....-..--_--_- 528, 000 
Philippines: Water supply (wells and springs) ----------_--_- 964, 000 
Near East and south Asia: 
00, 000 Ceylon: Environmental sanitation__._________-________________ 28, 000 
India: National water supply and sanitation program________~_-~ 82, 000 
5, 000 OG 5: UNA a AN i as ries 23, 000 
51, 000 Jordan: Environmental sanitation................-.--._------ 107, 000 
5,000 Africa : 
Ethiopia: Community water supply_------- esr palate heahstaa sini 135, 
126, 000 Libya: 
514, 000 Development of domestic water supplies____--------------- 321, 000 
762, 000 Municipal slaughterhouse development__-__-- peace easel 28, 000 
981, 000 Sees EN A Raiat OR MRNAS, 3 cae 88 pecan 183, 000 
30, 000' Latin America: 
Bolivia: Environmental sanitation._._...__._.._....--------- a 52, 000 
18, 000 Brazil: Sanitary (environmental) engineering__.._._.__.__------~- 118, 000 
109, 000 Colombia : Public health engineering_________..___._-_-___---- 54, 000 


12, 000 Costa Rica: 
28, 000 Businecrine studies: project. .........................-...- 15, 000 
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Fiscal year 1958 projects, health and sanitation—Continued 


Latin America—Continued 
Costa Rica—Continued 


water supply project_..._..........__... witty be gee $1, 000 
Municipal sewerage systems_______....___._____ ee sesate 2 0m 


Scuador: Environmental sanitation_____._.__________________ 60, 000 
Guatemala: 


Environmental sanitation (public health cooperative serv- 


a ee ie ae oe BN 500, 000 
Environmental sanitation (public health cooperative serv- 
ca a a a a a ek oa ee 69, 000 


Haiti: Water distribution, construction, and water sewerage 


aes ei i i ieee 330, 000 
Panama: 
General engineering services for the servicio (environmental 
ON a ae +e ee 39, 0M 
Extension of water and sewer: age system of the city of Pan- 
UN ee te = ee Ieee 1, 000 
Venezuela : Rural water supply, engineering and “eonstruc tion_ 21, 0M 
Fiscal year 1959 projects, health and sanitation 
ENVIRONMENTAL SANITATION 
Far East: 
Cambodia: Improvement of water supplies $315, 000 
China (Taiwan) : Improvement of sanitation and water supply 38, 000 
Korea: 
City drainage improvement shat acbunisde i a ca 447, 000 


Environmental sanitation ae Saar ra 268. 000 


Philippines: Water supply (wells, springs, and waterworks) ; 427, 000 
Near E»st and south Asia: 

Ceylon: Environmental sanitation___ sg et a 20, 000 

India: National water supply and sanit: ition program __ ce 113, 000 

Tran: Environmental sanitation____-_ siemaksDacaiat dliss tabi ee cn ; 126, 000 

Jordan: Environmental sanitation Sas ss 71, 000 

Paikstan: Greater Karachi water supply and sewage . disposal _ ; 24, 000 
Africa : 


Libya: 
REI a es a i tat 584, 000 
Sanitation activities_____- ae aie ee aera made ty 165, 000 
Slauchterhouse_. ae ‘ Z 3 gis sa 107, 000 
Sudan: Rural w ater de v elopme i hae ee ee 
Latin America: 


Bolivia: Environmental sanitation___________ i eee 30, 000 
Brazil: Sanitary engineering __________~_ sees : , ees 106, 000 
Colombia: Public health engineering__________ eee a Re 35, 0M 
Costa Riea: Environmental sanitation_____________ a et 19, 000 


Ecuador: Environmental sanitation_______________ ile 47, 000) 
Guatemala: Public health services (environment: il Si sanits ition and 


I IRE PONE caeas dseeedoes 89, 000 
Nicaragua: Environmental sanitation__....__..-_-..-._..._._-- 15, 000 
-anama: General engineering services_____ 39, 000 
Venezuela: Rural water supplies, engineering and construc tion. 19, 000 


Mr. Passman. The total in U.S. dollars spent Pond ea these 
projects in the years covered has exceeded $48.5 million. 


RECONCILIATION AND EXPLANATION OF BALANCES FOR PROJECTS IN TATWAN 


Mr. Passman. I have before me a statement reflecting reconciliation 
of various amounts of unsubobligated balances and an explanation of 
balances remaining as of December 31, 1959, covering projects in 
Taiwan. 

This statement will go into the record in its entirety. 

(The tabulation referred to follows :) 
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(Nore.—The following is inserted at this point as indicated on 


p. 350.) 
Attachment No. 1) 
TAIWAN 
Unsubobligated balance, by project, as of Sept. 
Project | Project title 
No. 


11-453 | Agricultural and rural improvement, JCRR-. 
11-467 | RETSER agricultural development 

17-339 | Forestry development, JCRR-- 

21-455 | Coal mine development 
22-018 | Wusheh Dam, hydro-. 
22-030 | Telecommunication exp: ansion 
22-034 | Lung Chien, hydro 

22-303 | Ku Kwan, hydro - SR a 
22-410 | Ta Chien Reservoir, exploratory~_. 
22-474 | Primary system improvement oe 
22-475 | Power transmission and distribution. _- 
22-516 | Ta Chien Reservoir 

23-057 | Artificial wood board pl: ie 
23-511 | Phosphate fertilizer (TFC No. 2) ; 

23-541 | Industrial dynamite manufacturing 
25-282 | Water resources survey - 
27-311 | China productivity center 
28-313 | Handicraft promotion center_........._..--._-.- 
31-315 | East-west highway construction, -RETSER. 
33-427 | Expansion of railroad facilities __- 
2-461 | V-A education. 

63-470 | Home economics teacher tr: sining 
66-228 | Expansion of educational facilities for ove rseas Chinese 

69-539 | Science education : 

69-515 | Education administration and deve lopment eg 

82-537 | Emergency assistance to Kinmen and Matsu_.-. 

89-425 | East-west highway development 

92-001 | C — ation media 

99-163 | J. White contract engineering services 

94-466 esa an Siedciaticlicchs bi erio tarinamndasanidebeatsckacgn coms uiuedeumnenou 

99-471 | Construction equipme nt (excess prope rty) iii a ee a 
99-534 | CUSA administration - 

99-000 | Technical support 


Total 


1 $97,046.03 of this amount represents funds obligated prior to fiscal year 1959. 


pleeieocuenned esac 21, 950, 627 


30, 1959 


Agreement 


obligation 


bore « 





, 400, 000 
, 000. 
, 000, 000 
189, 500 
800, OOO 
25, 000 
82, 000 
124, 000 
84, 000 
33, O00. 

6, 370, 000. 
81, 000, 

9, 000 
389, 032 
355, 000. 
29, 500 

8, OOO. 
6, 000 
76, 000 
1, 445, 000 
7, 000. 
1, 139, 150. 
13, 000. 
95, 000 


hoe 
es 





Unsubobli- 


gated amount 


79 
00 
OO 
00 
00 
00 1, 
00 
00 
00 
00 1, 
00 2, 
00 l 
00 
00 
00 
00 
00 
00 
00 
00} 1, 
00 
00 
93 
00 
00 
00 
00 
00 
00 
00 
00 
00 
00 | 


9, 


$76, 076. 


120, 200. 
10, 800, 
729, 820, 
15, 600. 


006, 096 
29, 100 


131, 500. 
18, 000. 
400, 000. 
300, 000. 
, 000, 000, 
33, 331. § 
800, 000. 
25, 000. 
82, 000. 
8, 849. 
23, 230. 
12, 200. 
341, 880. 
67, 000. 
9, 000. 
208, 333. 
355, 000. 
13, 000. 
3, 039. 
5, 192. 
11, 911. 


6, 580 


6, 580. 
126, 403. 


S18. 


5, 580. : 


982) 12 24, 


26 
25 


iv 
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[Attachment No. 2] 
TAIWAN 


Contracting data as of Sept. 30, 1959 





Project Project title Unsubobli- |Uncontracted 
No. gated amount amount 
11-453 | Agricultural and rural improvement, JCRR--_--- sable aiisdne $76, 076 273, 775 
11-467 | RETSER agricultural development_ -- - : 120, 200 | 133, 000 
12-33 Land and water resources, JC RR________--- a eR anes 847, 500 
12-507 | Ground water development : aes 14, 200 
17-339 | Forestry development, JCRR_-. 10, 800 | 11, 700 
18-340 | Fisheries, JORR..........-...-..-----<.. ; 5, 000 
21-455 | Coal mine development le eee eat A ae clan 729, 820 | 1, 058, 512 
22-018 | Wusheh Dam, hydro 15, 600 | 15, 600 


22-030 





Telecommunication expansion. 


ta 1, 006, 096 


9 


, 698, 920 


= | 
22-034 | Lung Chien, hydro_- aes ; 5 ain 29, 100 | 29, 100 
22-303 | Ku Kwan, hydro. ie ai iaiane peel me 131, 500 1, 303, 200 
12-372 | Shen Ao, Ist unit thermal 2 : : _| 85, 000 
22-410 | Ta Chien Reservoir, exploratory._..____- 18, 000 | 18, 000 
22-474 | Primary system improvement_ Siecle mtteis iad dalvadacmandenitinis ‘ 1, 400, 000 3, 184, 000 
22-475 | Power transmission and distribution... Saino ; 2, 300, 000 | 4, 264, 200 
Senn 0 UII I a Re en a wn ined ocmaannn amines silieaiae y 18, 495, 000 
22-516 | Ta Chien Reservoir._..........._- 1, 000, 000 | 1, 000, 000 
23-046 | Urea plant ae = aapeliaakire | 189, 000 
23-056 | Ta Shu Shan logging ope ERAN RES RESET CUA IN ENO EL ae ‘ | 831, 390 
23-057 Artificial wood board plant. __......___- 33, 331 281, 291 
Phosphate fertilizer (TFC No. 2) a - 800, 000 | 800, 000 
Industrial dynamite manufacturing__........--- at 25, 000 | 25, 000 
WW BURN TONOUNOUE MTWEN 5 6 i ann ees e nen ccencen : $2, 000 | 82, 000 
China Productivity Center_ _- a 8, 849 | 100, 900 





Industrial productivity - 


. i ca a Ne AR Se I ee eae 9, 000 
Handicraft Promotion Center_ 23, 230 33, 450 
General industrial training a Serb ia lethal 7, 000 
East-west highway construction, RETSER-.--- 12, 200 13, 800 


Expansion of railroad facilities. - 
Harbor development__. 
Shipping development 


1, 341, 880 


, 669, 000 


275, 000 


nicaniiotoind eben a 1, 400, 000 
7-5 Air transportation improvement_-_-_-- iniciieaeereisiteiess tetera ne 234, 000 
51-125 | Malaria control ; heated = 27, 400 
51-469 | Disease control ; 124, 000 
52488 | Municipal water supply, Taichung 106, 800 
‘4-513 | Medical and paramedical education | 37, 815 
55-359 | Hospitalization II, RETSER 28, 142 
465 | RETSER hospitalization_. | 8, 000 
59-386 | Rural health, JCRR_- 33, 000 
f1-460 | ‘Trade and industrial education 33, 200 
ti2-461 | V-A education__- 67, 000 381, 000 
3-470 | Home economics training 9, 000 9, 000 
ti§-228 | Expansion of educational facilities for overseas Chinese 208, 333 | 208, 333 
f9-515 | Education administration and development 13, 000 | 14, 000 
9-539 | Science education _- 355, 000 | 355, 000 
82-537 | Emergency assistance to Kinmen and Matsu- 3. 039 | 3, 039 
89-425 | East-West highway development 5, 192 5, 192 
92-001 | Communication media 11, 911 16, 910 
¥-163 | J. G. White contract__. 6. 580 | 8, 380 
W471 | Construction equipment (excess property) 126, 403 | 126, 403 
¥9466 | General training 6, 580 6, 580 
99-534 | CUSA administration 818 | 818 
99-000 | Technical support 5, 580 5, 580 


Total 


cludes unsubobligated amount of $9,982,118, 


9, 982, 118 | 


1 47, 


926, 130 











Project 
No. 


—a 


11-333 
12-246 
12-507 
13-335 
14-336 
14-349 


15-337 | 


16-348 
16-486 
18-318 
18-404 
19-008 
19-22 
19-23 


19-24 | 


19-341 
19-342 
21-007 
21-026 
21-28 


22-238 | 


22-277 
22-301 
22-302 
22-343 
22-407 
22-408 
22-409 
22-495 
22-496 
22-497 
22-517 
22-518 
27-079 
28-252 
29-U80 
29-276 
29-432 
29-433 
29-450 
31-314 
31-442 
31-502 
31-503 
34-430 
34-533 
36-504 
36-415 
37-109 
37-110 
39-352 
39-451 


51-344 | 


52-128 
52-130 
52-291 
52-345 
2-392 
52-488 
52-535 
54-132 
54-133 
54-134 
54-292 
54-347 
54-384 
54-459 
55 248 
- 293 
5-351 
5-359 
5-360 
55-361 
59-016 
59-348 


) 
55 
5! 


59-435 | 


61-012 
61-137 
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ICA-MSM/C 


Projects incorporated into other projects, as of Dec 


Research, 

Farm reclamation (RETSER) 

Ground water development (JCRR) ‘ 

Crop and livestock development (JC RR) 

Agricultural credit (JCRR) 

Land reform (JCRR) 

Agricultural marketing and proc essing (JCRR). 

| Home economics and rural youth (JC RR) 

| Food processing (JCRR)_- 
Fishing fieet rehabilitation 
Kaohsiung fishing wharf improveme nt 

| Rural reconstruction program (JC RR) 
Rural reconstruction loan fund (JCRR) 


Local government agriculture program sup port (JCRR) 


Agricultural reconstruction, outlyi ing islands (JCRR) 
Farm tools, 
| General administration __- 
Coal mine improvement__. 
Coal exploration se iodiicia _ 
| Minerals exploration 

Fiseal year 19 5 power tr: insmission and distribution 
Fiscal year 1955 primary system improvement. 
Fiscal year 1956 primary system improvement 
Fiscal year 1956 power transmission and distribution 
Power and communication (JCRR)___-_-- ee 
Fiscal year 1957 power transmission and distribution 
Fiseal year 1957 primary system pene 
Power control communications 
Fiscal year 1958 primary system improve ment. 

154 kilovolt transmission line 

Fise il year 1958 power transmission and distribution 
Fiseal year 1959 primary system improvement. 
Fiscal vear 1959 power transmission and distribution 
Materials standard control 

Industrial center (RETSER). ia 
Industrial program administration ---- 
Industrial consultation 

Employment placement “(RETSER) 
Job training (RETSER).--. 
Industrial advisory services---- 
Municipal roads improvement 
Highway and traffic engineering training 
Highway pavement and improvement 
Bus body construction 
Kaohsiung Harbor extension 
Hualien Harbor improvement 
Warehouse construction—K1LHB_. 
- istal ships construction__. 

JAA improvement 

7: aipei International Airport reh: ab_- 
Transportation specialist. 
Transportation advisory services___- 
Control of specific diseases (JC RR) 
Improvement of village water supply 
Improvement of S. E. practices-- 
Environmental sanitation bureau 
Environmental sanitation (JCRR 
Small village wells. __ 
Municipal water supply, 
Regional water supply, Taipei 

NTU Medical College improvement 
Improvement of nursing practices 
NDMC expansion - 

eoers ment of public ‘health practices 
Health training and education (JCRR) 
Improvement of medical practices 
Medical, nursing, and public health 
Hospitalization I (lepers) (RETSER 
Hospital construction < aa 
Health facilities (JC RR) ; 
Hospitalization II (general) (RETSER) a 
Hospitalization II] (tubere nloais) (RETSER)..-.. 
Hospitalization IV (clinics) (RETSER).. 
| Public health officer__- 

Other he: ni activities (JCRR) 
MSM/C-CUSA-JCRR clinic 

Improvement of vocational industri: 4] schools___- 
Establishment of V-I teacher training de ,partment, 





Taichung 


Cuina (TAIWAN) 


agricultural education and extension (JCRR) 


TPNU... 


agricultural machinery, agricultural engineering, and others’ 


PROGRAM 


. d1, 1959 


ee 


| Incorpo. 
rated 
| into 


‘ 11-453 
-| 1167 
| 12-334 
11-453 
11-453 
ve ; — 11-453 
PRR SN Fy a 11-453 
Satttades : 11-453 


blah 11-453 
‘ ; 18454 
18-454 
11-453 
> 11-453 
12-334 
1s-34 
11-453 


JORR) ___| 


“nmnnty 


ho 85 8D tS tS 


ter 


¥ 


47 

47 
2-474 

47 
247 


x 


© hone 


SS ee 2 4 
22-475 

eid | 27-540 
20-481 
99-000 
99-00 
29-481 
. 20-48 
ieciinas weap ioa 99-000 
<—— ; 31-487 
; . 39-468 
‘ ila 31-487 
iether tanita . . 31-487 
es atka aidan AX 34-512 
34-512 
36-482 
36-482 
jan . a 37-509 


ear tae pce 7-09 
99-000 
99-000 
59-385 
sat marl 52-458 
eee 52-438 


5 eerie ea 55-465 
i ee ae 55-514 
59-386 
4 55-465 
mS - = 55-465 

55-465 

55-514 

59-386 
tm 99-000 
iat x | 61-460 


TOT el ae 
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ICA—MSM/C Curina (Tarwan) Program—Continued 


Projects incorporated into other projects, as of Dec. 31, 1959—Continued 


a 


Or Project rs } Incorpo- 
i No. litle | rated 
ito | into 


1-453 62-011 | Improvement of V-A schools______--- eee date : ] 62-461 
1-467 62-285 | Establishment of V-A teacher training de partme nt, WR Mites caine once wt ieee oa 62-461 
12-334 63-286 | Improvement of home economic teacher training department, TPNU_- Saal 63-470 
11-453 65-288 | Education materials center_-_--__- . i pce ate 69-515 
1-433 66-009 | Improvement of engineering education at CKI i er ‘ 69-515 
11-453 67-010 | Community school demonstration. _.-.............-.-.---- ee stisatpiadiineaaigemtmnni dads 69-515 
11-453 69-139 | Education adviser cola ee 69-515 
11-453 69-462 | Educational advisory Gepiniis.s- - o.., sc hecastshinanay te based ha cei oa 69-515 
11-453 71-017 | Gener: al program planning.-.__.---- erhniecsanees Sscaccotaialenacsl acon waa 99-000 
18-454 72-140 Cl SA/CTM administration cai Soe ober bs les wil ania mites ch oe Sita dues . 99-534 
18-454 75 151 | Economie planning--.-.....-.-.---- Po keuensek aimee aetp eam > 72-452 
11-453 79-154 | Legal adviser service nes = aa abihdominkwia = 72-452 
11-453 BOG t RRONCO TE CU Ire Ce arn ewe ne cect cenincuccdsconss« shan scecSoh ete ineinininseSee arena eae 82-434 
12-334 89-440 | MSM/C motor pool and housing - : : : bis etmeet 99-000 
[8-340 92-325 | Motion picture production facilities. _- ee 92-463 
11453 99-229 | TA predeparture_ ----- = as a 99-466 
11-453 99-258 | Shihmen multipurpose ne am. me fone nities is 99-464 
1-455 99-484 | Miscellaneous advisory services_....—-- aw eaitsaaghe ‘ Siboes acl 99-000 
21-455 es, Sareea toe ees acti = u 
21-456 +. f° 
22-475 
22-474 
22-474 
22-475 
L143 
22-475 
22-474 
22-474 
22-475 
22-474 
22-475 
22-474 
22-475 
7-540 
20-481 
19-)00 
G10 
9-481 
29-481 
19-00) 
31-487 
39-468 
31-487 
31-487 
34-512 
34-512 
s-482 
st-482 
37-509 
37-509 
9100 
19-000 
1-385 
52-458 
52-458 









19-3RA 
19-00 

4160 
1-460 
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STATEMENT OF THE UNDER SECRETARY OF STATE 
WITNESSES 


HON. DOUGLAS DILLON, UNDER SECRETARY OF STATE 
JOHN E. MURPHY, INSPECTOR GENERAL AND COMPTROLLER, MU- 
TUAL SECURITY 


Mr. PassMan. We have with us this morning the Honorable Douglas 
Dillon, Under Secretary of State, and members of his staff. 

Mr. Secretary, we are certainly pleased to have you appear again 
before our committee. Do you have a statement to make to the com- 
mittee this morning, sir? 

Mr. Ditton. Yes, Mr. Chairman, I have a brief statement to intro- 
duce my testimony. 

Mr. Passman. You may proceed in such manner as you see fit. 


PREPARED STATEMENT 


Mr. Ditton. Mr. Chairman and members of the committee, I appear 
before you today in my capacity of coordinator of the mutual secur ity 
program to continue the presentation of the President’s request. for 
appropriations for fiscal year 1961 to finance the continued operation of 
that program. 

The President has requested the appropriation of $2 billion to 
finance the military assistance program, another $2 billion to finance 
the various economic assistance programs, and $175 million to meet 
additional contingent requirements. ‘The total request is therefore 
$4,175 million. This amount is $949.2 million higher than the total 
appropriated for fiscal year 1960. 

By far, the largest portion of the increase—S700 million is for the 
military assistance program. Of the remainder, $150 million is for 
the Developme nt Loan Fund and the balance of just under $100 mil- 
lion is for modest increases in defense support, $29 million; special 
assistance, $23.5 million; technical cooperation, $25.3 million; other 
programs, $1.4 million; and the President’s contingency fund, $20 
million. With your permission I shall address myself to the appro- 
priation items in this order. 


MILITARY ASSISTANCE 


You will recall that the request for fiscal year 1960 was $1.6 billion. 
At the time of transmission the President indicated that this was a 
preliminary and minimum figure. He stated that he would await the 
findings of the Draper Committee which he had requested to make a 
thorough study of the military assistance program to determine the 
actual amount required to achieve the purposes for which the program 
was conceived. At the conclusion of the study he was advised that in 
order to be really effective the program should provide equipment 
approximating $2 billion per year. The Congress had not completed 
action on the mutual security program at that point and rather than 
adjust the request for fiscal year 1960 upward the President urgently 
requested favorable action on the request then pending, pointing out 
his willingness to defer any request for additional funds, but em- 
phasizing the essentiality of the full $1.6 billion for military assistance 
and the $200 million for the contingency fund. 
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When Congress completed action, however, only $1.5 billion was ap- 
propriated for military assistance. Fiscal year 1960 thus became the 
seventh consecutive year in which expenditures under the program 
exceeded new funds made available. These expenditures, however, 
will total only $1.8 billion, 25 percent below fiscal year 1959 and 
approximately 22 percent below the average for the last 5 years, 
Moreover, even with the approximation of the full $2 billion re- 
quested expenditures during fiscal year 1961 are expected to drop to 
approximately $1.75 billion. Expenditures simply cannot indefinitely 
exceed new appropriations without such a result. If the interests 
of the United States do require an average annual output of $2 billion 
of materiel and training as assistance to other countries of the free 
world, and I sincerely believe that they do, then new funds of ap- 
proximately the same magnitude must be made available yearly. In 
view of the present state ‘of the military assistance pipeline any cuts 
below the $2 billion requested will be rapidly translated into an im- 
pairment of our security posture. 

The President, in his message to Congress, indicated that in his con- 
sidered judgment and in that of the Joint Chiefs of Staff the amount 
requested for military assistance is a need for our defense equally com- 
pelling and of equal importance with the needs of our own services. 
Moreover, he indicated that the request for a larger appropriation 
was not being made in order to increase the proportionate share of the 
United States participation in the common defense. In fact, it con- 
templates an annual level of deliveries some two to four hundred mil- 
lions of dollars below performance in recent years. 


DEVELOPMENT LOAN FUND (DLF) 


The fiscal year 1961 appropriation request for this item is $700 
million. 

During fiscal year 1961 the DLF will commence its fourth year of 
actual operations. The proposed increase of $150 million in the 
amount of the appropriations as compared with the appropriations 
for fiscal years 1959 and 1960 would permit the DLF to concentrate 
its activities inc reasingly in countries where conditions are ripest for 

rapid economic gains ‘and in countries where U.S. foreign policy ob- 
jectives require maximum support. The appropriation request takes 
into account an anticipated rise in capital availabilities from interna- 
tional institutions and other nations. For example, this request as- 
sumes that the Inter-American Development Bank will begin to un- 
dertake some of the lending burden in Latin America toward the end 
of fiscal year 1961. It also assumes that the International Develop- 
ment Association will commence operations during the course of this 
year and that current efforts to increase the contribution of other in- 
dustrialized countries to economic development will be successful. 

In the 3 years of its existence, the executive branch believes the DLF 
has demonstrated its ability prudently to lend $700 million during the 
course of a year for development assistance which will work to elimi- 
nate the need over the long haul for continued application of public 
funds first for grant purposes and eventually for DLF type of loans. 
Moreover, the executive branch believes annual lending at the rate 
of at least $700 million is essential to achievement of U.S. foreign 
policy objectives. We must not only continue activity in most of the 
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43 countries to which the DLF has already extended loans, but also 
expand operations in selected countries w here economic returns in the 
near future are potentially the greatest and where support of private 
U.S. capital in its efforts to join in development abroad is needed. 

DLF expenditures will reach close to the $200 million level in 
tiseal year 1960 and the $300 million level in fiscal year 1961. In other 
words, in 3 years of operation the DLF will have achieved a level of 
expenditures equal to its first year’s capital. When you consider the 
emphasis which DLF places on the financing of projects which take 
from 2 to 4 years to complete, this is somew hat remarkable. Further, 
the acceleration in expenditures which is occurring would indicate 
that the fiscal year 1962 level will approximate the capital appro- 
priated for eac th of fiscal years 1959 and 1960. However, given the 
nature of the activities financed it is apparent that DLF ‘will nor- 
mally end a fiscal year with a pipeline of unexpended balances approx- 
imating 3 years of expenditures. 


DEFENSE SUPPORT 


Defense support is economic assistance required, in addition to mili- 
tary assistance, to enable certain countries to make specific contribu- 
tions to the common defense. It is provided to 12 nations contribut- 
ing military forces and forward military bases crucial to collective se- 
curity of the free world. 

_ The appropriation request for defense support for fiscal year 1961 
is $724 million. This is $111 million below last year’s request and 
$29 million above the amount appropriated. However, it is already 
apparent that obligations during fiscal year 1960 will total at least 
$765 million, the difference being financed largely from the President’s 
contingency fund, It is likely that this ie will have to be further 
increased before the end of the fiscal year. In that pe rspective there- 
fore, the request for fiscal year 1961 iS certs ainly conservative. 

I need hardly dwell on the importance of this appropriation before 
this committee, Mr. Chairman. You and several of the other members 
have traveled abroad extensively since Congress last adjourned. Many 
of you have seen first-hand the situation in Taiwan, Korea, Laos, and 
Vietnam. The importance of maintaining effective fighting forces 
on the 38th or the 14th parallel or on Taiwan is readily apparent to 
you. Suffice it to say that the 12 nations involved span half the globe 
from Spain to Korea and are vital to our forward defense. All 12 
are economically underdeveloped and limited in resources available 
for military purposes. By supplementing their economic resources 
defense support assists the recipients to make necessary military con- 
tributions and to prevent economic retrogression or deterioration of 
morale, 

The support of this committee on this important item is vitally nee- 
essary and earnestly requested. 


SPECIAL ASSISTANCE 


Special assistance is economic aid that is necessary to achieve U.S. 
objectives through the maintenance or promotion of political or eco- 
nomic stability. Except to the extent that a country might share in 
i worldwide program such as malaria eradication, it is not programed 
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for countries where the United States is helping to support signif. 
‘ant military forces and which as a result may be receiving defense 
support. 
The fiscal year 1961 request for this item is $268.5 million as com- 
pared to last year’s request of $272 million and the appropriation of und 
$245 million. Fiscal year 1960 obligations will, however, be not less | jyq; 
than $260 million with the difference being provided largely from the | gj 
President’s contingency fund. We believe that the $268.5 million j 8 F oft 
& conservative estimate of the amount required to meet the wide T 
variety of important U.S. interests abroad to which this flexible pro- | ))j) 
gram is addressed. It is planned to be allocated in the following | yqj 
fashion: 
Sixty-nine percent ($179.75 million) is required to continue pro- | sta 
grams necessary to the maintenance of economic and political stability pro 
in the nine countries in which major programs are conducted—Libya, | 99 
Morocco, Tunisia, Afghanistan, Israel, Jordan, Burma, Bolivia, and pro 
Haiti, and also in the city of West Berlin. lio: 
Eighteen percent. ($48.3 million) is planned for the significant fune- | offe 
tional programs which are most effectively conducted on a worldwide | que 
basis—malaria eradication, community water supply development, | vo 
international medical research, aid to American schools abroad, in- | yj] 
vestment incentive program, and the United Nations Emergency | |io) 
Force. 
Seven percent ($20.45 million) is proposed to be used for important 
low-cost or short duration special activities in 12 countries and in 





rect 


the 


mil 


cooperation with two international organizations—OEEC and) 1 
CENTO. Un 

Finally, 6 percent ($20.0 million) is proposed for the new special | 4s 
program for tropical Africa. Es¢ 


I believe a few observations regarding this program would be in | a 
order here. Political change in Africa continues at an unexpected | 1 
pace. The drive for independence is sweeping all obstacles before it. | ml 
At the end of World War II there were only 4 independent countries | *)) 
in Africa. Today there are 11 and 1960 will mark the birth of at least | *«i 
half as many more. By the close of 1960, about 150 million Africans | 
will be members of self-governing nations free to act and speak for |! 
themselves. t101 

This swift change from colonial status to national sovereignty is | **' 
projecting the African continent into new and more powerful relation: [| '!! 
ships with other parts of the world. The balance of voting power | 
in international organizations is being drastically shifted. United | 
States assistance programs in Africa should be expanded in size and } 
scope to be responsive to the dramatic changes. In this connection plu 
we must bear in mind that the most important limitations to future | " 
African development is its unskilled and untrained human resources. 
In simplest terms, the bulk of the population is not acquainted with 
modern economic life, its tools, and its techniques. Accordingly, the 
$20 million proposed program is to be concentrated on education and 
training including both formal education in academic, technical and 
profession: al fields and the upgrading of skills and competence | 
through other forms of training such as agricultural extension, public 
health, public administration and industrial m: inagement. Vocational 
education and training of teachers will be emphasized. 
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TECHNICAL COOPERATION 


The technical cooperation program is specifically designed and di- 
om- | rected to help meet the needs and urgent demands of people in the 
n of underdeveloped countries for economic and social progress. The 
less major purpose is to help establish the institutions, increase human 
1 the skills, introduce technical innovations, and foster more eflicient use 
Mis | oftheir resources. 
wide The request for fiscal year 1961 is $206.5 million consisting of $172 
pro- | million for bilateral country progr ams, $33 million for the United 
ving | Nations expanded technical assistance program, and $1.5 million for 

| the technical assistance program of the Organization of American 
pro- | States. This compares to last year’s request ‘of $211 million and ap- 
lity propriations totaling $181.2 million. Of the $25.3 million increase, 
ibya, | $29 million applies to the bilateral programs, $3 million to the U.N. 
and | programs, and $0.5 million to the OAS program. Last year unob- 
, ligated funds totaling $7.4 million were continued available. In 
Fune- | effect this means that the actual increase in bilateral programs re- 
Wide } quested is less than $15 million. Geographically the bilateral program 
nent, | would be distributed as follows: Europe, $4.0 million; Africa, $24.3 
l, in- | million; Near East and South Asia, $44.7 million; Far East $36 mil- 
ency | lion; Latin America, $39.5 million; and interregional expenses, $23.5 


I 


| million. 
rtant OTHER PROGRAMS 
1d in 
and This category of programs, as the committee is aware, includes the 


United States contribution to several multilateral undertakings, such 
vecial | as UNRWA, ICEM, UNHCR, as well as provision for the U.S. 

Eseapee Program, Atoms for Peace, certain administrative expenses, 
be in | and so forth. 
ected The amount of new funds requested for fiscal year 1961 totals $101 
re it, | million as compares with last year’s request of $112.2 million and 
atries | appropriation of $99.6 milion. Among the items is one—NATO 
least | science program—whic h is new in this category, having heretofore 
icans | been financed from special assistance. 
k for | I would like to point out a special situation regarding the appropria- 

tion requested for Palestine refugees. We estimate a requirement of 
ity is | *% million for this program. Against this requirement we have at 
ition- | this time requested only $18.5 million in new appropriations. Simul- 
yower | taneously we have asked the authorizing committees to repeal the re- 
‘ited | striction on past appropriations which has effectively frozen $6.5 
e and | milion of earlier appropriations. The availability of these funds 
sction | plus the new appropriation requested will give us the $25 million we 
‘uture | Need to do the job. If we are not successful in obtaining the needed 
urces, | Modifications in the authorizing legislation it would be our intention 
| with | request the appropriation of an additional $6.5 million for the 
v, the | Program. 





n and CONTINGENCY FUND 

i and 

stence | The contingency fund for fiscal vear 1961, as for the recent past, is 

public |! proposed as a special appropriation to meet particular requirements 

tional |r assistance which cannot be programed in the normal fashion 
because they are uncertain or unknown. 
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The request for fise al year 1961 is $175 million, which is $25 millioy 
less than last year’s request and $20 million more than appropriated 
The justification for the fund rests on the proposition, amply sup-f 
ported by experience, that the mutual security program, if it is to be| = 
effective, must meet the most urgent requirements for assistance whieh "i 
first develop or become firm subsequent to to the time of the presenta.) to 





tion of the program to the Congress. gre 
During fiseal year 1960 this appropriation has again proved it ) 
usefulness in Laos, Iran, Isr: ael, and in several other locations. iy 
As of today approximately $37 million out of the appropriation of | th: 
$155 million remains available to meet requirements that may aris 
during the remainder of the fiscal year. | 
In closing, I should like to say a word or two regarding the presenta | be 
tion of the program which will be made to your committee. pa 


I understand you have decided to hear the justifications on a fune. 
tional or appropriations basis as you did last year for the first time | wi 
Witnesses who will follow me will therefore be, as a general rule) co 
justifying specific appropriations, and the executive branch has pr! las 
a a special set of presentation books for the committee’s use to 


facilitate the conduct of your hearings. It is my hope, Mr. Chair | sh 
man, that you will find these books worth the effort we have expended | Li 
on them and that some of the rough spots we encountered last year) to 
using geographic rather than functional books will be avoided. “4 


If, after you have heard the various executive branch witnesses whi} 1 
will follow, I can be of further use to your committee I hope you wil 
not hesitate to call on me. en 
Mr. Passman. Thank you very much, Mr. Secretary. It has alway} 0 
been a pleasure to have you before this committee. We often disagre,} la 


but we do so without being disagreeable. li 
I think that I am growing old trying to reach an understanding of} TT 


the program. If I could just generate one little bit of the enthusiasm) 2 
that some of my friends have for this program probably I could doi} * 


better job in the hearings. I have actually tried. But each time! 

travel about the world I come back less sold on the program tha . Ss 

ever before. = 
Are you going to be able to spend some time with us, Mr. Secretary!) 


Mr. Drtxon. I planned to spend the whole day with you, or as mudp | 
as you desire. 

Mr. Passman. Thank you very much. We shall try not to take any} P! 
more time than necessary. | 

I think a majority of the members of the Appropriations Committe} 
have agreed that little by little the prerogatives of the committee, ant 
also the C ongress, are being gradually passed along to the executiy 
branch, and I might also include the judicial branch. The Court has] 
had a lot to do with writing legislation by interpretation in recetl| 
vears. 


j 
INCREASE IN MILITARY ASSISTANCE PROGRAM IN LATIN AMERICA One 
AMOUNT AUTHORIZED 


19 


Now, I have a newspaper article before me captioned “Latin Amer 
ean Military Aid Inquiry Urged.” 
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This is from the Washington Daily News: 


Assistant Senator Democratic Leader Mike Mansfield said he will demand a 
thorough congressional inquiry into the Defense Department’s handling of the 
military assistance program for Latin America. 

The Montana Senator said yesterday he wanted to know why military aid 
to the Southern Republics was being increased by one-third in 1960 after Con- 
gress specifically ordered it held to 1959 levels. 

Would you care to comment on that situation’ It is causing great 
concern in the Congress as to why the specific recommendations of 

the Congress are so ¢ ‘omple ‘tely ignored in these matters. 

Mr. Du LON. ] would be very ol; id to comment on th: at. 

There was a considerable ‘degree of misunderst: iunding about this 
because of the way the original press release that came from the De- 
partment of Defense was phrased. 

I am not able to give you the full details about that, but Defense 
witnesses later on will be. The facts of the matter are that we have 
complied, scrupulously with the provisions of the law as put forth in 

last year’s mutual security authorization and appropriation bills, 

These bills amended section 105 of the legislation to state that there 
should be no more grant military assistance in the fiscal year 1960 to 
Latin America than there had been in the preceding year. The actual 
totals for the fiscal year 1959 were some $47 million, and 1960 some 
“44 million; in other words, we had programed $3,096,000 less than 
limitation imposed by section 105 of the Mutual Security Act. 

Section 103 of the act, which is an earlier section, specifically ex- 
empts military sales agreements for cash and credits for payment in 
dollars from the provisions of section 105. These sales are somewhat 
larger in fiscal year 1960 than 1 in fiscal year 1959. They are $22 mil- 
lion this year as against $5.5 million in fiscal year 1959. The increase 
results from a new sales progr: am of about $6 million in the Argentine 
and an increase in the Venezuelan sales this year from $5 million to 
$14 million, and a smaller increase in sales to Mexico. 

The details of those can also be given by the Defense Department 
witnesses, but the Venezuelan program is a longstanding one under 
which Venezuela has the right to take certain amounts, and in the 
fiscal year 1959 they did not desire to take so much, and this year 
they did, and that is the reason for the increase there. 

In the Defense figures they just limped the whole thing when they 
put it out in the press release, which gave the impression of a viola- 
tion of the law. We had a detailed request from Senator Wayne 
Morse who wrote us when he saw this press item, — if you wish, J 
would be glad to make a copy of that available for 

Mr. Passwan. Thank you, Mr. Secretary. 

If the Congress in the rush of the last early hours in the morning 
passed the legislation which gives you the authority to do that, then 
certainly we should not blame the executive department. 





ie record. 


FUNDS AVAILABLE FOR PROGRAM 


Now, if we may refer to page 218 of the military justifications, for 
19% 9 it was $52,653,000 and in 1960 it is $66,907,000. It is projected 

nto the fiscal year 1961 at $67,098,000, so at least those figures are 
rather hard to reconcile. 
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Mr. Ditton. Those are the same figures that I just read to you, 
Mr. Chairman. They include the reimbursable assistance under se 
tion 103, and when you make deductions from each 

Mr. Passman. There is an increase, nevertheless. 





Mr. Ditton. The combination sales and grants are larger; that j 


correct. 
Mr. Passman. I think that I have explained the position of th 


committee. We cannot blame you for something that comes alon 


right at the end. You have the law to do it, and we should not by 
too critical. 
SALES PROGRAM 


Mr. Ruopes. Were these sales for dollars ? 
Mr. Ditton. Yes. 
Mr. Ruopes. Were they financed by the U.S. Government ? 


Mr. Ditton. Yes, under the mutual security program. They ar 


3-year credits. They are paid off in 3 years. 

Mr. Ruopes. What h: appens to that money? You mentioned se 
tions 105 and 103. I do not have them available so I do not kno 
what they say. 


Mr. Ditton. Section 103 is the section that authorizes sales pr 
grams on a worldwide basis, and it says that the various provision 
of section 105 which refer to grant assistance do not apply to sale 
programs. The money from sales programs goes into a revolvin 


fund of $175 million, I ‘think, and is used on a revolvi ing basis. Whe 
the money comes back in it is available to be spent again. 


Mr. Passman. It nullifies the intent, even though you have th 


legislation to do it. If you get it from some other account and ad 


it to what Congress intended you to have, then the total has the effec 


of at least nullifying the intent ? 
Mr. Ditton. No, sir. We had no idea that Congress had any inte 
of interfering with sales programs. That was never mentioned. 


Mr. Passman. If you had sufficient money coming from the sale 


programs you could take it all from the s sales programs. 


Mr. Ditton. It is limited. There is $175 million in the revolving 


fund. 


Mr. Passman. I am speaking of Latin America. If you wanted! 


put it all in there you would have three times the amount of the reques| 
and there would be no limitation at all. Could you put all of iti! 


there if you wanted to do so? 
Mr. Ditton. I do not think the Latin Americans could use th 
much. We would not want to do that. It just would not happen. 


Mr. Passman. Many of my friends believe that all we are doin 
for the military down there is getting them ready so that they ca 


really have some full-scale re »volutions. 


LEVEL OF REVOLVING FUND 


Mr. Ruopes. What is the level of this revolving fund at the presel 


time? 


Mr. Dutton. $175 million is authorized, but I do not know ho 


much we have actually sold. I do not know what the figure is. 
Mr. Murpuy. Our anticipated receipts for 1961 are $40 million. 


fo 
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Mr. Ruopes. For repayments ? 

Mr. Murpuy. For repayment which can be used over again. 

Mr. Ditton. So on a 3-year basis that would seem to indicate 
about $120 million is in the process, or something like that. It is 
somewhere under the $175 million. This applies to sales in a great 
many other parts of the world in addition to Latin America. 


SALE OF MILITARY EQUIPMENT TO VENEZUELA 


Mr. Ruopes. You mentioned Venezuela. Is the political situation 
in Venezuela such that it is wise for us to continue to make sales of 
military equipment to that Government ? 

Mr. Ditton. Off the record. 

(Discussion off the record. ) 

Mr. Ruopes. Thank you. 


COMMITMENTS TO FURNISH MILITARY ASSISTANCE 


Mr. Passman. Mr. Secretary, I believe that in other parts of the 
world there are some nations—at least one that I know of in Europe— 
where we have commitments to furnish military equipment, or funds 
for military equipment—but those nations, and particularly one of 
them, are now able to buy their own equipment. But because of our 
agreements, entered into in previous years, we have to live up to those 
contracts and provide the money. 

Mr. Ditton. There are one or two such outstanding commitments. 

Mr. Passman. I wonder if our enthusiasm for an increased military 
may get us into a similar position in other parts of the world. While 
we were cutting the appropriation back some 4 or 5 years ago we were 
told that we were going to cripple the program, yet we find that the 
committee was right and the witnesses were wrong. Because we went 
ahead and entered into the agreements, we have to live up to them. 

Mr. Ditton. These are not for any substantial sums. 

Mr. Passman. From little acorns big oaks grow. 


CRITICISM OF MILITARY ASSISTANCE PROGRAM IN PHILIPPINES 


Mr. Secretary, I have an article here from the Washington Daily 
News of Tuesday, February 16, 1960. It is with regard to the Philip- 
pines. 

I quote from the article: 


The Philippines’ Army Chief would like to send American Army, Navy, and 
Air Force advisers home on the next boat—and charge their transportation to 
Uncle S sam. 

To Lt. Gen. Manuel Cabal, the Philippine equivalent of our Chairman of the 
Joint Chiefs of Staff, these advisers are “bloodsuckers” who “accomplisb 
nothing.” 

He says the 62 officers and enlisted men here live too high on the hog, and 
look to the Philippine Republic to pick up the tab. They have failed to deliver 
a single missile or a single tank, and their “advice” consists of little the lowest 
Philippine private does not already know. 





And, from another paragraph : 


We have nothing to show for it, he says. Today we have a total of armed 
forces of 46,000—with obsolete weapons. We have two squadrons of F-86—F’s 
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We are asking for a squadron of all-weather fighters. We have had to moth. 

ball all of our propeller-driven F—51S’s. We have asked for 116 modern tanks: 

we have yet to take delivery of 1. Our tanks were sent here from Korea. 
The article continues: 


General Cabal complains that the Philippine Government is required to pay 
$175 a month rent on a home for American enlisted men while he, the highesg 
ranking officer in the country, is limited to $100. 

Did you happen to see this strong indictment of our program and 
officers out there 4 

Mr. Ditton. No, I have not seen that, but it appears to me fron 
what he has to say there, as you read it, he was primarily complaining 
because he had not received the amount of military equipment, the 
modern military equipment, he thinks is necessary, That is natural, 
because we gave them what we thought was needed for the P hilip 
pines rather than maybe what they thought themselves thev shoul 
have. And we were governed by the amount of funds available. 

Mr. Passman. The article states: 

He says the 62 officers and enlisted men here live too high on the hog an 
look to the Philippine Republic to pick up the tab. They have failed to deliver 
a single missile or a single tank, and their advice consists of little the lowes 
Philippine private does not already know. 

That is a rather strong indictment. 

Mr. Ditton. I think the Defense Department would rather answer 
that. 

Mr. Passman. All of this will be made available. 


CRITICISM OF MILITARY PROGRAM IN COMPTROLLER GENERAL 8S REPORT 


Knowing of your interest in the entire program, maybe you cal 
help us out on this one. This is from an article in the Washingtoi 
Daily News of Thursday, March 3, 1960, captioned “Comptroller 
General Campbell’s Report.” 

I quote: 

The General Accounting Office charged today that large quantities of arms 


in excess of actual needs have been supplied to many countries under the US 
military aid program. 


Comptroller General Joseph Campbell warned in his annual report to Congress | 
that, as a result of such excessive arms shipments, many allied countries are 


building up military forces which the United States may be unable or unwill 
ing to support indefinitely. 

Mr. Campbell indicated that his criticism was based on a series of GAO re 
ports—all of them classified for security reasons—on the military aid program 
in at least 10 countries. 

He listed the countries—without specifying which have received the excessive 
arms—as Italy, Turkey, Greece, Iran, Korea, Japan, Vietnam, Laos, Cambodia 
and Pakistan. 

His criticism appeared to back up charges made in Congress that the Defens' 
Department, in some cases, has used the highly secret military aid program t 
get rid of surplus or obsolete U.S. military supplies. 

Mr. Campbell blamed the situation, however, on the Defense Department’ 
failure to set realistic force objectives in allied countries as a basis for the 
military aid program. 

He warned that excessive arms shipments to some countries had created 4 
situation in which: 

The recipient countries themselves cannot maintain the arms or support the 
forces set up under the military aid program. 

The United States will be unable or unwilling to continue to support thes 
excessive forces over the long haul. 
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Mr. Campbell said that the Defense Department had made some progress in 
solving the problem and that, as a result, military aid to some countries has 
been reduced. 

But he said there had been undue delay in limiting the military aid program 
to supplies and forces which the recipient nations agreed “to support and commit 
for mutual defense purposes.” 

The Comptroller General was prevented by security restrictions from spelling 
out the details of his criticisms of the military aid program. But he had this 
to say about this overall operation : 

“Lists of items of military equipment and supplies for recipient countries 
continue to be developed and used to support annual appropriation requests 
without sufficient knowledge, in many Cases, of the real needs of the countries. 

“Material has been delivered, in some instances, in quantities that could 
net be effectively used or properly maintained by our country forces. 

“Our examinations also show that funds provided by the United States to 
support military budgets of many countries have not been adequately con- 
trolled to insure that the funds are used for the purposes for which they were 
given. 


COMMENT ON ALLEGATIONS 


Mr. Ditton. I will be glad to comment on that. Obviously, I 
cannot comment on the details, but there are two or three items there 
which I think are things that I should comment on in my capacity. 

In the first place, I notice he listed, as countries to which we had 
given too much military aid or equipment, both Italy and Turkey, 
which are NATO countries whose force goals are set, or were set, after 
very exhaustive study in combination with other NATO countries 
in the overall NATO military plans, and our deliveries have been in 
accordance with these. So, if he considers these excessive, it means 
that he, as the Comptroller General, is taking it upon himself to 
criticize the planning of NATO, which I think is probably not quite 
his function. 

Also, he states that certain of these deliveries are in the amounts 
that the countries concerned will be unable to support themselves. 
That is certainly true in the case of some of these Far Eastern coun- 
tries. We recognize that. Then he goes on to say that we will be 
unwilling or unable, as a country, to continue to support them over the 
long haul. 

For one, I think in the face of Communist aggression we are not a 
country that will turn tail, and T think we will continue to support 
them as long as it is necessary. 

As to the force goals, I thing that our present force goals are proper. 
We have a criticism there regarding some of the programs that I 
think is valid eriticism, and IT think the Defense Department will 
prepared to talk to that. 

We have, in answer to this type of criticism, completely changed and 
modernized our programing process for military assistance, making 
a beginning this year in the fiscal year 1961 program. For the fiseal 
year 1962, the new process will be completely in effect so as to give far 
greater weight and importance to comments of country teams and to 
regional military commanders. 

I think the greater weight given them as against the services in 
Washington will prevent any furnishing of equipment which may 
not be needed on the spot, that sort of unnecessary equipment which 
I think in the past, on occasion, has been subject to a valid criticism 
and one that we are now working on. 
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FOUR-YEAR SUPPLY OF TIRES AND TUBES IN JAPAN 


Mr. Passman. Mr. Secretary, Mr. Campbell has discovered that an 
army logistical de ‘pot in Japan has ordered a 4-year supply of tires and 
tubes, more than $55 million worth, without even a place to store them. 
Would you care to comment on that ? 

Mr. Ditton. Mr. Murphy informs me that order has been canceled, 

Mr. Passman. Only after the GAO discovery of the condition, 

Sut that is just one of hundreds of illustrations. 

Mr. Dizon. I think that is why the GAO is very effective. It is 
useful to have them. Also, having Mr. Murphy as an inspector gen- 
eral will help. 

Mr. Passman. Mr. Secretary, we are always going to be friends 
because I respect your views, but you agreee with the GAO only after 
you have been so completely pinned down that there is no way out. 

Mr. Ditton. Whenever their facts are accurate we agree with 
them fully. 

Mr. Passman. How do we know who is accurate? GAO says this 
and you say that. 

Mr. Ditton. I never differ with the GAO on the facts; it is with 
the interpretation. 


EXCESSIVE AIRCRAFT DELIVERIES TO JAPAN 


Mr. PassmMan. The audit report on the Japanese program indicates 
that you have delivered aircraft to Japan in excess of the available 
qualified pilots. 

Mr. Dizon. Mr. Murphy informs me that there was a temporary 
period when deliveries got a little ahead of their training schedule. 
That has long since been eliminated. The situation is the other way 
round. Of course, we are trying to get the Japanese to increase their 
aviation so we can withdraw our own air units from Japan and let 
the Japanese Air Force take over the defense. 

Mr. PassmMan. It is a little farfetched when we give them more 
planes than they have qualified pilots. And that happened at the very 
time the executive branch said we were ruining this program by 
reducing the appropriation. 

Mr. Ditton. Two programs were going along. There may have 
been a period of a few months when there were more planes than pilots, 
but it did not last for any length of time. The present aviation pro- 
gram is on a cost-sharing basis, and the Japanese will pay the larger 
share of the production of these airplanes. 


CONSTRUCTION OF UNNECESSARY FACILITIES IN PAKISTAN 


Mr. Passman. The GAO reports on Pakistan indicate that the mill 
tary assistance program wasted several millions of dollars in military 
construction costs by providing facilities with which the Pakistan 
Army was unaccustomed, and such facilities were deleted from the 
program only after the Pakistan Army brought this to the attention 
of the MAAG in that country. 

Mr. Murphy, would you like to comment on that? 

Mr. Moreny. I am not familiar with that one. 

Mr. Passman. I suggest that you read the report. 
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Mr. Murruy. It does indicate that the mistake was rectified, does 
it not ¢ 

Mr. Passman. Only after the GAO discovered it and brought it out. 

Mr. Murpeny. After the Pakistan Government consulted with the 
MAAG. 

Mr. PassmMan. This is out of the general report. 

Mr. Murrny. It does say that the Pakistan Government and the 
United States Government got together. 

Mr. Passman. The Pakistan Government got the GAO to investi- 
gate MAAG ? 

Mr. Mureny. What I was trying to say was that the GAO report 
acknowledges when the Pakistan Government and the MAAG con- 
ferred on the requirements they were eliminated as unnecessary. 


CONSTRUCTION OF UNIVERSITY IN LAOS 


Mr. PassMan. In Laos there was one high school so we built a 
$500,000 university. 

Mr. Ditton. I understand that is a teacher-training institute, but 
the ICA will be prepared to testify on that. 


CRITICISM OF U.S. PROGRAMS IN ETHIOPIA 


Mr. Passman. Now, I have before me another article from the 
Washington Daily News entitled “So Many Do So Little. Why are 
we in Ethiopia?” 

Then the articles goes on to say : 


There are about 400 American families in Ethiopia today. Many could be 
classed as unnecessary, either to the benefit of Ethiopia or to our own prestige 
here. 

We have MAAG—the military assistance people—and we have the Inter- 
national Cooperation Administration, the foreign-aid group. 

We have the Ethiopian airline people, who more than justify their presence, 
and we have the U.S. Information Service. 

I quote an efficient man, a business executive. 

“It seems to me the most of ICA’s function here is entertaining each other. 
You take people out of their former environment and set up false standards of 
rich living. 

“Maybe these people could not make it back home, but here they can hobnob 
with the upper crust on a living scale they never dreamed of. 

“It costs the American Government about $25,000 to bring a family out here. 
They bring cars, refrigerators, all the household gear—the lot. I bring my 
people out here for about $2,500.” 


Of course, he represents the free enterprise system and he is not 
supposed to be spending money like the others. I continue to quote: 


“What I cannot understand is why it takes so many people to do so few 
things. 

“You have got a Director, a Deputy Director, an Assistant Deputy Director, 
and in the final analysis all they have got to direct is one stenographer and a 
couple of bearers. 

“We are selling long-term prestige projects instead of immediate efficiency. 
We are trying to sell them Greenbelt, Md., while they are still punching holes 
in the ground with sharp sticks. 

“We are establishing bad habits of efficiency instead of preaching efficiency. 
These people really do not know what they need. We are supposed to move in 
and sell them on what they need now—not 20 years from now. 

“But what do they see? They see the ICA’s taking all the American holidays 
as well as the coptie church holidays. 
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“They see the secretarial staff being driven to and from the office for lund 
in Government Vehicles. And we have wrecked the housing situation.” 

The foreign assistance people are given at $200 to $250 monthly housing 
allowance. 

Unless they spend it, they do not get it. So they spend it, thereby driving y 
rental values. This is not only true in Ethiopia, but Somalia. 

It has placed such a false value on rental property that an employee, say, of 
Ethiopian Airlines, cannot really afford to rent a decent place unless he arrived 
before the aid program. 

“The one thing,” my friend of 10 years says, “is that the locals do not under. 
stand efficient management. We are not showing them eflicient management, 

“We are showing them bureaucratic overlap, and that is one thing they already 
know about. We are also showing them how to spend American funds on othe de 
people’s products.” 

I noticed myself that there were only two Chevrolets, police cars, in Addis 
L.iverything else is German Taunus, Opel, or Volkswagen. t] 

Yet we have plowed $100 million in outright aid, plus heaven knows how 





| 


of 


m 


: ; : : : = m 
much in maintenance money, into assistance here. I took this one to Victor 
Harralls, who runs the profitable Ethiopian Airline. ; 

“Look.” said the blunt Mr. Hlarralls, who has been around for about 12 years, u 
“vou will notice that the point 4 people use British Landrovers to haul the W 
help back and forth. a] 

“We have flatly priced ourselves out of a market, and on our own dough, | 
do not like to see Landrovers, on our money, when it should be jeeps. but what ™ 
are you going to do?” 

Would you care to comment on that situation ? 

al 
COMMENTS ON CRITICISM OF ETHIOPIAN PROGRAMS 
al 


Mr. Ditton. I honestly cannot comment on the details of what the | 
ICA does in the Ethiopian program: That I will have to leave for} © 
the ICA witnesses. But I certainly can comment on two things. One > ™ 
is the general importance of E thiopia strategically to us, and a fact f © 
that we have very important naval communication facilities in Ethie > “ 
opia which make the maintenance of friendly relations with Ethiopi 
vitally important to us. 


SOVIET ASSISTANCE TO ETHIOPIA 


Secondly, the Soviet Union, as you know, has taken a big’ interest 
in E thiopia and has made available $100 million in a line of credit 
to Ethiopia, which is more than the total which we have given to | 
Ethiopia. The figures in that statement are erroneous. Our total | 
economic assistance to Ethiopia is somewhat under $38 million. 

Mr. Passman. He was giving the total, overall. 

Mr. Ditton. Our total economic is that, and our total military is | 
about $44 million, which is a total of $82 million, and he was talking 
about $100 million, so we are less than that. The Soviets are ahead 
of us in the total amount of aid. 

Mr. Passman. They are ahead of us in commitments. We do not 
know whether they have delivered anything. 

Mr. Ditton. They have started to deliver. We know what they 
have delivered. 

Mr. Passman. But on a hard-headed Joan basis. 
Mr. Ditton. Most of their assistance is on a basis whereby it is re- 
payable over 12 years in products of the country concerned, Whether 
they will actually insist on payment at the time these things come due 
nobody knows. They have not so far. 
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incl 
U.S. PRICES IN WORLD MARKET 
ising 
Mr. PassmMAn. Flere is an article from the W: ashington Daily News, 
g up 


captioned “Gare ia Sees Philippine Market Slipping Away From the 
yo | United States,” and I quote: 


rived Philippine President Carlos P. Garcia says Uncle 


Sam is pricing himself out 
of the world market. 


niler- He notes that West Germany has been able to offer the Philippines goods and 
er machinery 30 percent cheaper than American firms. 
eady 


And the quality of German goods in many cases is higher than ours, Presi- 
other dent Garcia adds. 


dis. | That is one of the aid-recipient nations and we would like to have 
| those people a little friendly, if we are going to continue pouring our 
how | money inthere. Did you happen to read this article? 
‘ctor | Mr. Dunnow. I have not read that particular article, but I do not 
‘ears | think it is a fact, overall, that we are pricing ourselves out of the 
the | world market at all. There are certain items where — prices 
' are lower than ours, but there are plenty of others where we are fully 
par } competitive, F * 
‘| Mr. Passman. Weare still competitive on some ? 


Mr. Ditton. On the great bulk. 

Mr. Passman. Mr. Secretary, I think that Secretary Anderson 

and also our distinguished Secretary of State indicated some alarm, 

and I think the press has indicated on many occasions that many of 

t the | our economists, our high Government officials, are greatly alarmed 

e for p over this country losing its foreign markets. They are to some ex- 

Ope | tent alarmed over the continued decline in our gold reserves, and the 

» fan tremendous increase in the dollar credits held by central governments 
Eth | aud foreign nat ionals. 

Hopla 2 ae oe a 

DECLINING GOLD RESERVES 


I believe that our gold reserves are down now to $19 billion plus, 
ind ina brief 8 years the foreign dollar credits of governments and 
terest | nationals have increased to approxim: ately 316 billion. I think that it 
credit 2S brought out before the committee that fore ign governments have 
en to p 2 “lirect claim to our gold reserve, and that they may, if they should 
- total elect to do, requisition gold for =< ir dollars. F urthe rmore, foreign 
nationals who hold doll: urs could, by turning them in to the central 
governments, place the central governments in the position of requi- 

ary isp ‘tioning gold for those dollars. Overall, this would mean that, by 
king | ™&mipulation, the foreign governments would have a claim on our 
ahead | *!? billion gold reserve of $16 billion. Of course, we would get into 
trouble only if they should lose faith in our ability to manage our 

lo not | Monetary system. 


{ they CHANGES IN BALANCE OF PAYMENTS 


As these men, and your associates, have expressed some alarm, we 

— wonder if we might receive the benefit of your views on this matter 
hether Mr. Ditton. Yes. I would be delighted to give you some thinking 
ne due #2 that because this was a problem whic h es aused considerable publie 
diseussion last. vear, and considerable concern because during the first 

part of last year, and reaching a height during the early summer, 
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it looked as if our balance of payments deficits were continuing ty| 
mount in a way that if continued unchecked would have been really 
alarming. 

Looking back now, it was apparent oe the bottom level was 
reached in the second quarter of last year. There has been a strong 
recovery movement since then. ’ 

What happened was that we had an increase in our imports be. 

cause we were In a state of boom here and our exports lagged some. 
what behind because the economies of other countries, particularly 
in Europe, were a little later in responding to the boom over her, 
They are now in full expansion and our exports are going up ac 


cordingly. 


Also, we had certain temporary factors working against us las 
year, one of which you are familiar with, in that the Department of 
Agriculture’s cotton price program for sales abroad was such that 
for the first 8 months of last year we sold practically no cotton abroad 

That program was changed. Asa result, the situation is ver ‘Vy much 
improved by two normal processes, an increase in exports and a level 
ing off in our imports. The final figures for the year, instead of be 
ing considerably worse than the year before were only very slightly 
worse than they had been in 1958. There was a deficit. in our balane 
payments of about $3.7 billion as against about $3.4 the year before 

During the early summer some competent economists and organi: 
zations had estimated that the deficit might be over $414 billion. That | 


turned out to be a very pessimistic appraisal but these same competent 


organizations aro now estimating that for the year 1960 this trend} 
of an improvement will continue and that there will be such an im- 
provement that our balance-of-payments deficit will be cut approx: 
mately in half in 1960 and will be back in the $114 billion to $2 billior 
level, which is the level that we had during the 1950's. Certainly thi 
is a movement in the right direction and has already led to very great}} 
increased confidence in our balance of payments. 

The figures for the month of January, which are the latest figure 
available, show a truly remarkable favorable increase which, if car 
ried out over the year, would lead to a betterment of our position by 
as much as $3 billion. 

I think that a projection for the entire year based upon 1 month 
probably overly optimistic and I would not want to suggest. it shoul 
be used as a model. Exports over several months go up and dow 
Nevertheless it is indicative of a very major improvement. 

We had a surplus on our commerce ial exports in January of $3) 
million as against only $94 million in the same month the year befor 


GOLD LOSSES DECLINING 


Our total gold losses have reacted in the same way. We lost abou' 
° billion in 1958 and in 1959, even though our balance-of- paymetl 
‘elo it was larger, this loss was reduced to about a billion dollars be 
cause countries abroad had gotten adequate stocks for themselves ¢ 
gold and also had confidence in our dollar. 
Since the beginning of this year, in the first. 2 months, our loss 0 
gold has been limited to about $35 million, which is, as you can see 
a very much lower rate. This would mean a loss, if it were carrit 
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through the year at the same rate, of just under $200 million for the 
year. 
PLANS FOR PROMOTING U.S. EXPORTS 





















All in all, we think that the situation is far better. That does not 
mean that we do not have a long-range problem. We in the executive 
branch are in the process now of preparing a new program to stimulate 
exports and to do everything we can do to help our exporters around 
the world, and give better service by the Department of Commerce 
within this country. This is being discussed now with businessmen 
and exporters and will probably be ready soon for public announce- 
ment and presentation to the Congress, which will be asked to make 
certain supplemental appropriations for this purpose to the Depart- 
ments of State and Commerce at an early date. 

We think this is necessary because other countries have had to do 
this; other countries now do this. A favorable trade balance is nec- 
essary for us to carry the burden, primarily of maintaining our U.S. 
militar y forces abroad, which comes to some $3 billion a year in for- 
eign exchange. The foreign aid program net, the economic portion 
of it, costs us about $600 million a year in our balance of payments. 
We have to cover those two items, if we are going to maintain our secu- 
rity position in the world, through increasing exports. 


EXPORT-IMPORT RATIO IN 1960 


Mr. Passman. Mr. Secretary, was it January or February or either, 
in which our imports actually exceeded the value of our exports? 

Mr. Dixon. In neither of those 2 months. 

Mr. Passman. Now, did that ever get into the press? 

Mr. Dixon. If it was in the press, it was in error. 

Mr, Passman. It was in the press, I think one of the Cabinet Sec- 
retaries commented concerning it. 

Mr. Ditton. If it was in the press, it was in error. 

Mr. Passman. By how much, percentagewise ? 

Mr. Ditxon. I don’t know. The only figures available are for 
January and the figures I gave you are the accurate figures for Janu- 
ary. Figures for F ebruary are not available as yet. Nobody has 
them, but the people who follow this say the same trend has continued 
as in January and there will be a substantial favorable figure. 

Mr. PassMan. But we do have a worry, do we not, about losing 
world markets? 

Mr. Druxon. It is an impermanent problem. The Department of 
Commerce made a very interesting study last fall about this pricing 
out of the market. It indicated that except for a few items this was 
not true. We had done this very clearly in steel, in automobiles, and 
in certain heavy electrical equipment. Except for those items, how- 
ever, it was not generally true. 


AUTOMOBILE TRADE AFFECTS BALANCE OF PAYMENTS 


Actually, of our balance of payments deterioration in the last 
few years, nearly a billion dollars can be accounted for by one item, 
automobiles; the combination of the increase in imports and de- 
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crease of exports of U.S. automobiles because they were just. too 
large—tastes changed and our industry did not change quick enough 
with them. 

Mr. Gary. Will the gentleman yield? 

Mr. Passman. Yes, of course. 

Mr. Gary. I saw an editorial in the Richmond newspaper last 
night and I think it said one out of every four of the foreign cars 
that are being imported into America are made by American auto- 
mobile manufacturers who have gone abroad and set up plants 
and are manufacturing the goods, because of che: aper manufacturing 
costs. They then send the manufactured articles back to this country, 

Mr. Dition. It is correct that about one out of four of the foreign 
imports are made by American companies. Those companies have 
been in Europe for some time and were directed primarily to the 
European market. When the foreign cars began to come in here they 
aggressively moved into that market, too, before they started their 
own compact cars here and they did get a quarter of the foreign 
market here. That is quite correct. 

Mr, Gary. That indicates that the foreign manufacturer does have 
a considerable advantage over the manufacturer in this country. 

Mr. Ditton. I am not sure because this shift from net export to 
net import happened at the time before we were manufacturing com- 
pact cars in this country and there was no other small car available 
except what was manuf: vetured abroad. Now that they found that 
the market for smaller cars in the United States is large, all the big 
manufacturers, as you know, have gone into these compact cars. They 
now say they are coming out with even smaller ones next vear to | 
meet a demand which they did not know was there. 


BILL TO FACILITATE EXPORT OF PRIVATE CAPITAL 


Mr. Passman. Are we not going to consider on the House floor 
today a bill which would export U.S. capital? 

Mr. Ditton. Mr. Chairman, in the Boggs bill the administration 
had recommended that they facilitate the export of capital only to 
the underdeveloped areas, because we thought that would get private 
enterprise there and relieve some of the burden on the mutual security 
program, which we all want to do wherever possible. However , the 
committee expanded that. provision to make it general for any capital 
going abroad. That. is the reason the bill is in the shape it is wher 
it comes before the House today. 

Mr. Ruopes. Will you yield, Mr. Chairman ? 

Mr. Passman. Yes. 


EFFECT OF DLF “BUY AMERICA” POLICY ON BALANCE OF PAYMENTS 


4 


Mr. Ruopes. Will the Development Loan Fund “Buy American’ 
loan policy affect the balance of payments in any way ? | 
Mr. Ditton. Yes, it will. We feel by this policy of putting primary 
emphasis on our goods and services from the United States we will 
increase the amount of the funds that will be spent here by about 5) 

percent of whatever is appropriated. 
To date something over 50 percent of Development Loan Fund 
expenditures have been in the United States, but that will not con- 
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tinue in the next vear or two because we know from the orders and 
projects that have been financed that in our best estimate if we had 
not made this change only approximately, say, 30 percent of what 
we spent would have been spent here. Now, we think that figure will 
be at least 80 percent and indirectly maybe higher because the re- 
maining 20 will probably be to cover financing of local currency 
costs. 

When we do that in many cases we ask the country to put the funds 
in escrow and use them to buy or cover costs of importing equipment 
and materials or anything they want from the United States, so in- 
directly practically 100 percent will be with the United States. 


BASIS OF BALANCE OF PAYMENTS COMPUTATION 


Mr. Ruopes. Actually the method of figuring the balance of pay- 
ments does not take into account shipping of things. It merely takes 
into account the transfer of funds and since the transfer of funds 
completely takes place in the United States, the fact that the economic 
wealth represented by the object leaves the country is not reflected in 
the balance of payments. 

Mr. Ditton. No. The balance of payments reflects net claims on 
goods or on our gold supply. Exports are not a drain on the gold 
supply. 

SUBSIDY FOR MINING GOLD 


Mr. Ruopes. Before I propound this question, IT must remind you 
that Iam from Arizona. Would it help the overall balance of pay- 
ments or the gold picture of the United States if some subsidy were 
paid for the mining of gold? 

Mr. Ditton. A subsidy for the mining of gold ? 

Mr. Ruopes. Yes. In other words, at the official price of gold 
today, it does not pay to operate most of the mines in the United 
States. Most of the gold you get is gold which is a byproduct of 
the production of copper or lead and zine and in some instances some 
other base metal. 

There are mines which have been shut down which could produce 
gold at a certain figure. It seems that you cannot raise the official 
price of gold. However, if it were important to the international 
picture, that we have more gold physically in Fort Knox or someplace 
like that. wouldn’t it be possible to pay a gold miner a subsidy in 
dollars and yet buy the gold and hold it only at the official price / 

Mr. Ditton. Well, I would prefer to have someone from the Treas 
ury Department comment on that, but my own first reaction would 
be that while such a thing could work, the great danger would be 
that other countries in the world would think it indicative of a step 
toward a raise in the price of gold, this would be a devaluation of 
currencies and therefore would be a very dangerous thing to do. 
The total amount of extra gold that might be obtained from it might 
not be worth the risk of taking such a step. I would think that 
would be their attitude. This is obviously something they would 
have to comment on. 
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IMPACT OF FOREIGN AID ON AMERICAN ECONOMY 


Mr. Passman. Mr. Secretary, we discussed a matter yesterday rela. 
tive to spending the money. I think the Secretar y of State indie ‘ated 
that when we appropriate dollars for foreign governments, crediting 
their accounts, there are two ways in whic h that dollar has an impact 
on the American economy: One is direct, where the purchase is made 
immediately, and the other is when it maybe comes back gradually, 
But eventually it all gets back to America, does it not, either through 
requisitioned gold or goods, and it does not have any impact on our 
economy until it is actually spent ? 

Mr. Ditton. The impact on our economy of our expenditures, as 
far as commercial activity goes, only takes effect when some American 
goods are manufactured and shipped abroad. There is no impact be- 
fore that time. 

Mr. PassMan. That was my question. But eventually, whether the 
Nation makes a purchase tomorrow with the dollars or whether some 
other nation, after the recipient has made a purchase, the impact or 
the effect is when that dollar is finally spent ? 

Mr. Ditton. That is correct. 

Mr. Passman. But it must always come back home, sooner or later! 

Mr. Ditton. That is when the eventual effect takes place. 

Mr. Passman. But it eventually comes back, whether in the imme- 
diate or distant future. 

Mr. Ditton. Some may be in the very distant future because over 
the past few years a few of the nations in Europe were building up 
their gold stocks which they probably will keep for a long time unless 
they are under great pressure. I think they have pretty well accom- 
plished that now and that will cease and this will begin to flow more 
quickly. 

REDUCTION IN AMOUNT OF FOREIGN AID 


Mr. Passman. U.S. News & World Report says we have no intention 
of reducing foreign aid. I wonder if that is a correct report. When 
that hit me in the eyes I wondered whether I had gotten my eyesight 
back. I am quite serious about this. It is somewhat alarming if we 
have no intention of reducing foreign aid, whether that applies to one 
year or whether it means from here on in. 

Mr. Ditton. At the moment that applied to the balance of payments 
problem. It applied just to our request for this year, that our appro- 
priations request would not be lower. 

Mr. Passman. Was your answer in response to the question of 
cutting the foreign aid program or to the question of cutting foreign 
aid to reduce the ‘outflow of U.S. gold and dollars? 

Mr. Dizon. The question, as I remember it, was in response to 
questions regarding the impact of the overall foreign aid program on 
our balance of payments and I pointed out that its impact was no- 
where near as great as was often considered to be the case and then 
went on to say as far as the executive branch was concerned, we had 
no intention of requesting less funds for foreign aid. 
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USE OF SURPLUS MILITARY EQUIPMENT 


Mr. PassMan. If this committee, upon its investigations in several 
countries, and working with the Comptroller General’s Office and 
with others in Government, should establish that there is a surplus 
of military aid in some of these countries, and that we are giving such 
aid in excess, and if it could be established that the Defense Depart- 
ment, in order to get rid of surplus goods, is requesting and trying to 
justify a large amount—if we can actually pin it down—then you 
would not have any objection to making adjustments; would you? 

Mr. Ditton. I am entirely opposed to any system of military assist- 
ance Which is geared to getting rid of equipment by the services here, 
and to any extent that can be shown to be the case—which I do not 
believe it is—it certainly should be stopped. 


REDUCTIONS AND LAPSES IN PREVIOUS REQUESTS AND APPROPRIATIONS 


Mr. PassMAN. I say that for this reason, Mr. Secretary: Only a 
few years ago, possibly 3 years ago, we had a meeting with our 
President, and we all know that when a person is as busy as the Presi- 
dent, he has to rely upon his subordinates to provide him this infor- 
mation. 

This committee had reduced the military assistance program the 
year before and, believe me, we got a bad press on it. We ruined the 
program, according to the press ‘and a lot of those in the administra- 
tion, especially the ‘Defense Department. So they set up an emergency 
meeting at the White House because it appeared to them that we were 
actually going to ruin the program again; but it just so happened 
that a few hours before we had the meeting at the White House, 
$58,800,000 had completely lapsed, that much money which they could 
not. even reserve. It just went by the board, and back to the Treasury. 

This is one thing this committee has to fight every year. When we 
start making cuts, we are accused of ruining ‘the program. 

There are several instances, but I recall that one of a few years ago 
in particular. I think the President later dressed down some of his 
subordinates—for having him call this meeting to indicate we had 
ruined the program, then having his Secretary sit there and admit 
that just a few hours earlier $580,800,000 had lapsed. They could not 
even obligate it. They said it had gone back. 

That is one reason why we are searching in these questions, because 
of past experience. 

We believe vou will back us if we can find ways to cut wasteful 
spending. 

Mr. Ditton. I certainly will. I would like to say that instance you 
mentioned happened just before I came back here. I have been well 
aware of it. 

Mr. Passman. That is one of many, Mr. Secretary. I am merely 
citing the one. 


LEVEL OF MILITARY ASSISTANCE PIPELINE 


Mr. Ditton. I would like to point out one thing, that this year 
for the first time, I think, there are facts and figures to back up our 
position on military assistance because the pipelines have reached a 
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low level. Our deliveries for this year, this fiscal year, are for the 
first time being reduced quite dramatically, LO0 to 5VO million dollars. 
which indicates the euts that have been made in the past have reached 
the point where they are taking hold in what is coming out of the 
other end of the pipeline, which has not been the case until this fiscal 
vear, 1960. 

~ Mr. Passman. But you have fewer things to buy because eventually, 
if you are not shooiing, vou get these wi arehouses so filled—such as 
this situation out in Japan—you don’t even have a place to store it. 
If we were fighting, there would be some argument for increasing it. 
But when you keep shipping out something that is just as good next 
vear as this year, it has to be pointed out. 

' Mr. Ditton. Unfortunately the Soviets are modernizing their 
armies and we have to do the same thing if we are going to stay in 
the league with them. 

Mr. Passman. A lot of things you shipped out in 1945 you will 
still use in 1960. Advanced weapons is another thing entirely. A lot 
of the items they buy fill the warehouses, and they do not have space 
for them. I think we shall adequately establish that as fact before 
conclusion of the hearings. 

On page 2 of your general statement you seem to stress the point 
that expenditures for the military assistance program are exceeding 
new appropriations for this perro In fac t, you state, “Fiscal vear 
1960 thus became the seventh consecutive year in which expenditures 
exceeded hew fund Sin ade : ave lable.” 

Do you not regard this fact as an indication on the part of the 
Congress to phase out this program and to bring it down to a reason- 
able minimum’ Conversely, does not vour request for $2 billion in- 
dicate a desire on the part of the executive branch to continue this 
program at a level of more than SZ billion a vear for some time in the 
future ¢ 

Mr. Ditton. No, sir, not quite. I think that our view was that Con- 
gress had wanted to make sure that they had used ? this pipeline, 
which was unnecessary, and I quite agree it should be brought down 
to the lowest level possible. It now has been. I do not think that the 
Congress has taken a decision. What they do this year will be very 
indicative because there are no more funds available to spend more 
than we get. If the Congress does very drastically cut funds avail 
able, it would mean deliveries would fall very drastic: ally. Next year 
for the very first time we are programing expenditures for S250 mil- 
lion less than the funds we are asking for that reason. Our idea was 
to stabilize the program at about the $2 billion level, which is what 
our best studies indicate is necessary. This is some 10 or 15 percent 
lower than the level that we have had as an average for the last 5 
vears, Which has been $2.2 billion to $2.3 billion, 


LEADTIME FOR MILITARY PROCUREMENT REDUCED 


Mr. Passman. Of course, Mr. Secretary, the leadtime has been 
drastically reduced, too; has it not 4 

Mr. Ditton. Thatisright. They used to talk of leadtime of 2 years 
and things like that. We now seem to have come to a pretty eood con- 
clusion of about a year and a quarter 
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Mr. Passman. That is from 2 years to 15 months. In all probability 
it could be shortened to 6 months if we could cut redt: ape in Govern- 
ment / 

Mr. Dinton. That is right. 


EFFECT OF REDUCTION IN FUNDS ON SECURITY POSTURE 


Mr. PassMan. Mr. Secretary, if the Congress were to reduce this 
82 billion request to an appropriation of half a billion, would you 
detail how such action would be “rapidly translated into an impair- 
ment of our security posture” / 

Mr. Ditton. It costs us about $1.2 billion, something in that neigh- 
borhood, merely to maintain the forces that are presently in the field, 
such as the Korean forces, so if you were to cut sharply below that 
level it would mean that these forces would have to be disbanded and 
that oak | certainly sharply impair our national security pre 

Any cut between roughly the $2 billion level and the $1.3 billion 
level would come out of modernization. Those are the laude. 

Mr. Passman. It could come out of modernization, but it would not 
necessarily come out of modernization. 

Mr. Dinnon. [think that is what they feel would be necessary. 

Mr. Passman. Who feels that would be necessar vy! 

Mr. Ditton. The Department of Defense. They feel the figures 
show to maintain the existing forces requires about $1.2 billion. 

Mr. Passman. With all due respect to them, they can make good 
Cases. 


Mr. Dinto~. Tam not familiar with the details. 
EFFECT OF REDUCTIONS IN PREVIOUS YEAR'S REQUES1 


Mr. Passman. Mr. Secretary, last vear in your general statement 
io the committee vou said 
I believe the funds the President has asked the Congress to authorize and 
appropriate are the minimum, and possibly even less than the minimum amounts 
needed to prevent the weakening and retrogression which can invite disaster ; 
including the supplemental estimates of 8500 million for Development Loan Fund 
operation, fiscal year 1961, the Congress reduced the estimate for the mutual 
security program by $1,204,182,000. 

Would you comment as to the effect this sizable reduction had on 
the program, and also state if this reduction weakened and caused 
retrogression in the program to the point of disaster / 

Mr. Dinton. Mr. Chairman, in the first place, the $500 million fig 
ure Was not requested by the administration for use in fiscal year 1960. 
It was for fiscal year 1961, not for fiseal vear 1960, 

Mr. Passman. It would be $704,802,000. Would you answer that 
part, as to whether we are flirting with disaster because we made a 
reduction 4 


AIRCRAFT AND WEAPONS REQUIREMENTS IN TAIWAN 
Mr. Dinton~. Yes, sir. We have reduced our military deliveries 


from the $2.2 billion level to the $1.8 billion level, and practically all 
of that, in fact all of it, has come out of the delivery of more modern 
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weapons. Soat the moment we have a situation which we were trying 
to correct, but the situation exists, that presumably the Chinese Com- 
munists now have available aircraft opposite Formosa that are supe- 
rior in performance to anything that we have on Taiwan. The rea- 
son for that is we did not have funds available to program the aircraft 
we would like to have programed there. They are in the 1961 pro- 
gram, because we think they are of very high priority. We are gong 
to try to find ways of shifting around in the 1960 program to get 
some out there. That is a specific example. Beyond that, in Korea 
we have had nothing in the way of modernization. Department of 
Defense witnesses can cite you chapter and verse regarding our air 
defenses there, which are very low and if anything should happen 
there we would be in a very bad position and we would all be very 
sorry that our strength was not a little bit greater 

Mr. Passman. Mr. Secretary, the generals in the Pentagon and the 
generals at Taiwan had better get their heads and figures together. 
The information we get out there does not indicate they expect or 
need any great increase. 

Mr. Ditton. They need some high performance aircraft. 

Mr. Passman. The generals had better get together before they 
make their case before this committee. They are not necessarily ex- 
pecting very much but could use a moderate amount. 

Mr. Dion. Taiwan received a tremendous amount during the 
Quemoy crises. 

Generally, the situation is very good, excepting high performance 
aircraft. That is all I had reference to. 


EFFECT OF MILITARY AID CUTS ON KOREA 


Mr. Passman. You do not reallv see where we are facine disaster 
as a result of the $704,182,000 reduction last vear? 

Mr. Dirnto~. IT am very unhappy about the reduced streneth of 
forces in Korea and if something should happen out there, T think 
we wouk ls ill be sorry th: at we had not made more funds available for 
them. We hope very much nothing does happen. 

Mr. Passman. I think that would be true all over the world, but the 
time has come when we are just about going to have to operate on 
what we are taking in. If we do not, we will have a very cheap 
dollar. You are one of our great international bankers. T have 
high regard for you. Look back at the 1929 crash. T do not think 
Mr. Hoover had anything more to do with that than T did. = was 
one of our great Presidents and continues to be one of our greatest 
patriots. 

I wore out my $15 suit and $5 shoes trying to get around the next 
corner, If we do not stop spending in excess of our revenues we 


might eet hack into that condition. T believe vou know it. 
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Mr. Ditton. I certainly fully agree with vou Mr. irman, but 
T would like to point out that the President’s bude et ys 1961 fore 
‘asts a $4.2 billion surplus. 
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Mr. PassMan. That is provided the Congress raises taxes in seven 
different categories, including increasing postage by a half billion 
dollars. I shall not go into the other six categories. But I think you 
know, as I know, th: it we are not going to ‘tax cooperatives in ‘the 
manner requested. You are not going to do away with the depletion 
allowance, raise postage ates this. year, or do away with e apité al gains. 
The surplus forecast is largely based upon those considerations. 

Mr, Ditton. Only a very small portion of it. 

Mr. Passman. You would not call half a billion dollars in postage 
very minor, would you? 

Mr. Ditton. It is about 12 percent of the $4.2 billion. 

Mr. PassMan. How about the depletion allowances / 

Mr. Ditxon. I think total taxes are about $800 million out of $4.2 
billion. It isabout $314 billion. 

Mr. Passman. That means the surplus will not be there to the ex- 
tent predicted if we do not raise taxes. 


NEED FOR DLF FUNDS FOR SUPPORT OF U.S, POLICY OBJECTIVE 


In connection with your statement on page 3 that an increase is 
needed in DLF funds in foreign countries where U.S. foreign policy 
requires maximum support, would you name those countries? And 
also, are you saying that the DLF is now being used for foreign policy 
political objectives. rather than as an instrument for the economic de- 
velopment of the underdeveloped countries, Mr. Secretary ? 

Mr. Ditton. Regarding the latter, most certainly the DLF is an 
instrument of U.S. foreign policy. It is to be used primarily or en- 
tirely in the economic development field, but it is very clear it was 
created and put under the foreign policy direction of the Secretary 
of State, explicitly by the Congress for the purpose of being an instru- 
ment of our foreign policy y. 

It was rather interesting when this corporation went through 
that the report of the Senate committee specifically stated that they 
wanted it understood that this did not in any way diminish the fact 
that this Development Loan Fund would be under the direct foreign 
policy guidance of the Secretary of State and would continue to be 
an instrument of foreign policy. 


DEFENSE SUPPORT OBLIGATIONS FOR 1960 


Mr. Passman. In connection with the “Defense support * request. fo. 
$724 million, I note from your statement on page 5 that obligations 
for fiscal year 1960 will total at least $765 million, which is $14 million 
above the $751 million authorized for this purpose in Public Law 
86-108, with further increases in sight before the end of the fiseal 
year. In view of that faet, would you say that the contingency fund 
and the transferability provision nullify ‘the action of Congress, not 
only in setting a ceiling, but also in appropriating a specific amount 
of funds for this purpose ? 


USE OF CONTINGENCY FUND 


Mr. Ditton. No, sir: because when we use the contingene vy fund, 
and Congress certainly intends we use it or they would not have ap 
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propriated it, it is always used in one of the other ap propr lution Ccate- 
vories, either * Defense support, ° “Spe Clal a Ssistane e, Lee hnie ‘al as- 
sistance or “Military assistance and these funds are transferred to 

hose categories, depending OlL W hich COURTLY and W hich program they 
vo lO support. For instance, when there is a typhoon in Korea, or 
on Taiwan, and we have to go to the contingency tund for some addi- 
tional help, that is certainly in accordance with the ¢ OngTyress, ideas 
ind there is no limitation on that. 

1 do not think the Congress means to put any limitation on that 
sort of thing, but the amount of contingency fund used is then added 
io the “Defense sup port : umount in those particular countries, I do 
not. think there is any problem there. 

Mr. Passman. Mr. Secretary, again, as chairman of this commit- 
Lee, Lam voing to have to admit that a lot of these things are agreeq 
to in the early hours of the morning, 4 or 5 o'clock, after the Mem- 
bers are completely exhausted, the last day of the session and every- 
body in the Hlouse is complaining, "Why do you not bring us a bill 
back.” I do not know whose pent it is that this bill always reaches 
the floor for final passage on the very last day of the session and usually 
then. about 4 or 5 o’clock in the morning. But in effect, this does at 
least technically nullify the action of the Congress: does it not / 

Mr. Ditton. I do not think so. 

Mr. Passmawn. It ts also over the amount of the authorization. 

Mr. Ditton. In the authorization bill, also, they authorize the con- 
tingeney fund and give the President coniplete discretion to spend 
that anvwhere he desires. It has — been pointed out that this is 

be the safety valve of the program this transferability of the 
fund. It would be perfectly possible if you prefer to account for the 
fund separately. We have an accounting of where all this money 
has been spent from the fund. We would be glad to give it to you. 

Mr. Passman. We shall eet it later on, When we LO into detail. 

Mr. Ruopes. Before you leave that point, may I ask a question, 
Mr. Chairman / 

Mr. PassmMan. Yes. 

Mr. Ruopes. Is it your philosophy the contingency fund is such that 
the money would be spent for a purpose the need for which was not 
apparent at the time that the Congress passed the regular appropria- 
tion bill? 

Mr. Ditton. Primarily, ves. That is what we primarily wish to use 
it for and the great bulk of it is used in those cases. 

Mr. Ruopes. Sort of an emergency fund / 

Mr. Ditton. Yes: or where the situation changes in the country for 
one reason or another. It is an emergency fund. 

Mr. Ruopes. Is it a change which would have taken place at a time 
when you could not have reported it to the Congress / 

Mr. Ditton. When we were not fully aware of it: that is correct. 

Mr. Passman. Now, Mr. Secret: ry, do you hot Souehs transfer 
into that fund when you ree eive these funds You do not wait for 
an emergency to develop 

Mr. Murpny. If I may, Mr. Secretary, in fact, Mr. Chairman, this 
fund is not normally transferred at all. We usually continue to ac 
count for the contingency fund as a separate appropriation item. The 
only exception is when the fund is used for military assistance. 
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Mr. PassMan. But you start spending out of it immediately, before 
you liquidate the other account. 

Mr. Mourrny. It is one of the resources that are available to the 
program and it is taken into consideration in the planning for the 
year. It is quickly apparent, for ex: unple last year when the appro- 
priation authori ization request of the President was $835 million, and 
we got a $695 million appropriation, we knew right then and there 
that we were not going to be able to do the defense support job with 
such a reduction. 

Mr. PassMan. You immediately started spending the money out of 
that program before you waited and found out whether you could cut 
back at the end of the vear and have sufficient money. You programed 
out of this emergency fund at the beginning. 

Mr. Merpuy. Along about September or October. 

Mr. Passman. Not long after you got the money. 

Mr. Murruy. Yes. 

Mr. ‘Taner. They did not get the money then. 

Mr. Murrniy. September 28, the : appropriation was enacted. 

Mr. Passman. That means ina matter of a few days, then. 

Mr. Tanen. i was the 12th of September when we adjourned. 

Mr. Passman. You started transferring out when ? 

Mr. Murrnuy. The programing exercises started right after the ap- 
propriation Was enacted, in the month of October. 

Mr. Passman. You answered my question to my satisfaction, that 
you purposely ignored the intent of the Congress. You did not know, 
because the Congress said, “This is the amount of money you need.” 
That is how we set it up. We gave the contingency fund to you and 
for the very first program you started getting into the contingency 
fund without knowing whether at the end of the year you would 
have suflicient money to meet our commitments. You transferred 
$45,475,000 immediately. 

Mr. Ditton. That was for some items such as the special assistance 
figure for Israel, which the Congress had specifically requested that 
we take care of and there was no fund for it in the other programs. 
It had to come out of contingency fund. 

Mr. Passman. We did not quarrel with that. We certainly quarrel 
with the programing, taking the money out just about the day you 
got it. And you started spending it without waiting to see whether 
or not you would have sufficient money from the amount that the 
Congress had specified. 


SPECIAL ASSISTANCE PROGRAM 


The same question applies this year to the estimate for re ial assist- 
ance. The authorization for fiseal vear 1960 is $247,500,000, but I note 
on page 6 that you propose to obligate not less than $260 million. 

Mr. Ditton. $716 million of the difference is for the state of Israel. 

Mr. Passman. Again you are spending more money out of the ac- 
count than the Congress intended. 

Mr. Dinton. No. The Congress told us— 

Mr. Passman. We gave you the assistance. I do not know whether 
it was a 5 o’clock a.m. agreement or one at 3 p.m. I am not going to 
quarrel. But we shall quarrel this year because we may not reach an 
agreement until 7 o’clock in the morning this time. 
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SPECIAL PROGRAM FOR TROPICAL AFRICA 


Would you comment on this proposal of the $20 million special 
program under special assistance for tropical Africa / 

Mr. Ditton. The details of that will be presented very fully by ICA 
witnesses. However, the purpose is that in tropical Africa a lot of 
new countries are coming into independence and it is very important 
to increase their standards of knowledge and technical training. We 
think this should be done primarily on a regional basis and not on an 
every-little-country basis because some of these countries are too small 
That is why we asked for it in this particular program. A very similar 
thing, I just happened to see in the paper this morning that the See- 
retary General of the United Nations, who traveled through that area 

earlier this year, found that there was a similar problem and indicated 

that he was going to ask for a special fund for very similar purposes 
of about $5 million through the U.N. and he felt this was vitally 
important. I think this is the basic reason for this program. 

Mr. Passman. Mr. Secretary, it appears to at least one member of 
this committee that we could at least wait until these nations get set 
up before we start earmarking money or requesting money for them, 
We were told yesterday that we did not go in and develop any pro- 
grams until afterward. 

Mr. Morpny. I thought the Secretary said we did not commit any. 

Mr. Passman. Did not commit any. But you make plans, put it in 
the bill, eapenet money, and about the day they become an independent 
nation we are there with some dignitary to say, “This is available.” 
How many new countries do you expect to bring into being—now a 
possession or territory of another nation—for which you have money 
in this bill this year? 

Mr. Ditton. Some of them are covered generally, most of them by 
this general Africa fund but there are, I think under technical assist- 
ance programs, probably some funds for Nigeria, which is becoming 
independent this year. 


SOVIET UNION AID TO NEWLY INDEPENDENT COUNTRIES 


Certainly you have seen, Mr. Chairman, how rapidly the Soviet 
Union and their allies have moved into these new countries, partic- 
ularly Guinea, which became independent first and certainly if we 
were in a position to have no funds available until after these coun- 
tries had been independent for a vear or two, we would not be able 
to compete on equal terms. 

Mr. Passman. Mr. Secretary, we were told over and over again in 
iad vears that we would never be placed in the position of being 

hlackmailed. However, we have been forced into that position, it 

ippears, every time a new nation is proposed. We are in there with 

request for funds even before it becomes an independent union; 
yet time and time again, with few exceptions, if any, it has not been 
pinned down that Soviet Russia has given anything. They are 
strong on promises, weak on deliveries: and we understand it is either 
\ barter system, where “We like you, we give you this; we want you 
to like us, you give us this.” It is an exchange of loans. TI believe 
that was brought out in the testimony yesterday. I am not going 
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to try to fix the policy, but if this committee is going to have to 
appropriate funds on this threat, “If you do not do it, Russia will,” 
[ do not think it is right. It is a good thing we started these hearings 
early because we are going to find out whether Russia is delivering, 
or whether it is promises, or hardheaded, profit-making loans. 

Mr. Ruopes. Will you yield, Mr. Chairman / 

Mr. PassMan. Yes, of course. 


USE OF CONTINGENCY FUND POSSIBLE IN NEWLY INDEPENDENT COUNTRIES 


Mr. Ruopes. I am surprised that this sort of thing is not the exact 
sort of thing which the contingency fund would cover. In other 
words, why would it be nec essary to npernbes ite for Nigeria or for 
Somalia or some other nation which might become independent, but 
which has not yet become independent when we provide for contin- 
gencies in the contingency fund? I think your own definition as to 
how the contingency “fund would be used would cert: ainly fit that. 

Mr. Ditton. I think that is a good question. We have tried, I 
think, to put everything that we could reasonably foresee before the 
committee. Certainly we can foresee that Nigeria will be independent 
and will need something. Certainly during this year we did program 
a certain amount of funds out of the contingency fund for technical 
assistance programs in those very countries that you are talking about, 
so the contingency fund is used for that purpose. 

Mr. Ruopes. I think it is commendable that you let us know what 
you are going to do. Task this question. Isn’t it possible that the fact 
that we “night be appropriating money for a country which has not 
yet come into independence would encourage that country to try for 
independence? In some instances that I can think of we have ear- 
marked money for countries in these justifications. Some of the 
countries, if independent, will probably not have a viable economy, at 
least in the foreseeable future and probably should never become inde- 
pendent. 

Mr. Ditton. These countries are going to become independent 
whether we like it or not, certainly economically. I do not think the 
fact that we put technical assistance down in these program books for 
certain countries has any influence whatsoever on whether they will 
become independent or not. Aside from figures for technica] coopera- 
tion, they are not supposed to know of these. These future figures 
are classified. In any event, they are so small compared to the funds 
they have been getting from their own metropoles and to their needs 
in the future that I do not think they could have that practical effect. 


CHARACTER OF SPECIAL PROGRAM FOR TROPICAL AFRICA 


Mr. Passman. Mr. Secretary, on this $20 million special program 
and in the special assistance for tropical Africa, is not your proposal 
a program that would normally come under the tec hnical assistance 
progr: am / 

Mr. Dutton. I think I would rather leave that to largely be an- 
swered by the ICA witnesses. There is a very close ried arity. If we 
pre ‘ferred to do that it might be possible, but ro felt that because of 
the regional nature of this it would be better te have it programed it 
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special assistance. They cite one other reason: it would go beyond 
the normal amount of commodities that we ordinarily program with 
technical assistance. 

In our technical assistance programs in a number of countries you 
know we have small special oe components to finance the com- 
modities that are needed to carry out the technical assistance pro- 
grams and because of this, instead of splitting it and having some in 
special assistance and some in technical assistance, we tried to make 
one appropriation to justify it as one overall program. You are quite 
correct, it is very closely related. 


PROGRAM SIMILAR TO TECHINICAL COOPERATION 


Mr. Passman. Mr. Secretary, I am glad you said “they” because 
I like you better the longer I am with you. But it appears to me this 
is another technical aid program, and you already have so many of 
them now I cannot keep up with them. The statement reads: 

Accordingly, the $20 million proposed program is to be concentrated on edu- 
cation and training including both formal education in academic, technical, and 
professional fields, and the upgrading of skills and competence through other 
forms of training such as agricultural extension, public health, public adminis- 
tration, and industrial management. Vocational education and training of 
teachers will be emphasized. 

If that is not technical aid— 

Mr. Ditton. The objectives are identical. 

Mr, Passman. Then we get into another program. How are we 
going to keep up with them? 

You are taking it out of technical aid. If you plant this $20 mil- 
lion over here, we might get busy marking up this bill and forget 
about it and give you more than you need. To me it is another tech- 
nical aid program. 

Mr. Ditton. I do not think that will happen, Mr. Chairman. 


PROJECTION OF FUTURE COSTS OF PROGRAM 


Mr. Passman. I noticed that the Budget Director, Mr. Stans, in- 
dicated in a recent article that we are mortgaging—and I use my own 
phraseology—unborn generations, or have mortgaged them, to the 
extent of some $750 billion, That is on account of our commitments to 
various programs. As you have said in the past this program could 

sasily go on for 20 or 30 years. I wonder, since we made these com- 
mitments and Russia is alw: avs going to be a threat if we do not do it, 
if you could project this into the future and estimate the probable 
cost ? 

Mr. Ditton. That would be a very difficult question. 

Mr. Passman. It is a commitment. We oueht to know what it 
might cost. 

Mr. Dintox. What I would think would happen would be that as 
the years go on our grant aid programs would gradually diminish 
and that our needs for Development Loan Fund type of financing 
would possibly slightly increase. We would hope that a increasing 
nee “ds of the de ve loping ceountr ie s would large ly he het by l: arger con 
tributi 1OnS from other industrialize dl cor intrie sso we woul | hot his uve to 
increase our own funds for development. 
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As regards the military program, I have no way of estimating that 
because that is dependent on the Communists. If they meet with 
us in Geneva and really make some progress. on disarmament, we 
could all save a lot of funds for our children but I do not have much 
hopes of that. 


ESTABLISHMENT OF LENDING INSTITUTIONS 


Mr. Passman. This isa kind of taffy-pulling contest; is it not? In- 
stead of declining, the program is going to increase, including the 
new banks which we are setting up. 

Mr. Ditton. The new banks are fine because they bring in other 
countries to take a substantial share of the burden. 

Mr. PassMAN. We give it to one country and they give it to an- 
other? Is that the way it works? 

Mr. Ditton. No, the International Development Association will 
have a membership of practically all the countries that are in the 
World Bank and for every 33 of hard money we put up these other 
countries will put up something over $4. 

Mr. Passman. And there are about 56 of them / 

Mr. Ditton. The ones that are competent to really do it in any 
amount are much fewer, seven or eight, but we are meeting with nine 
of them this week here in Washington to try and get them to enlarge 
their programs. We are having a meeting here which begins 
tomorrow. 


PUBLIC DERTS 


Mr. Passman. I have just finished checking the public debts of 
those countries, and while their public debts are decreasing ours is 
voing up. 

Do you not think that we should try to arrive at an estimate of 
the costs of the program, projected into the future’ We are already 
mortgaged up to $750 billion, two and a quarter times the assessed 
values of all properties in America, so we ought to go ahead and find 
out where this thing is taking us, because we are committed now. I 
wonder if we could project this out and see about how much we 
should add to the $750 billion to which Mr. Stans referred. 

Mr. Dimton. Mr. Stans referred to items which were contingent 
liabilities as of now. He did not refer to items that might become 
liabilities in the future. This would be estimating future liabilities 
and future expenditures and it would only be meaningful against 
future revenues. 

Mr. Passman. You certainly predict this will go on in the future. 

Mr. Diti0n. I do, but I predict our economy will rise very rapidly 
and our total percentage of our economy that we will have to use for 
this purpose will certainly decline. 

Mr. PassmMan. We certainly hope so. 

Mr. Ditton. Yes, sir. 

Mr. Passman. We shall now recess until 1:30 p.m. 
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AFTERNOON SESSION 


Mr. PassmMan. The committee will come to order. 


PLANS FOR REDUCTION OF GRANT AID 


ag Secretary, on March 3, 1960, our very able and sincere colleague, 
Mr. Gross, on the floor of the House quoted from an address m: ide by 
our distinguished President on October 21, 1952, when he, before his 
election, was speaking to the New York Herald Tribune Forum, 
President Eisenhower, then a candidate for office, said this: 

Certainly I know we must find a substitute for the purely temporary business 
of bolstering the free nations through annual handouts. That gets neither 
permanent results nor friends. 

Has an alternate to that program been developed ? 

Mr. Ditton. We have a very comprehensive report this year in 
response to Congress’ action last year, the Mansfield amendment 
which asked us to prepare a program showing how we eventually 
could eliminate grant assistance. We have made a big step in that 
direction this year by sharply reducing our requests from the pre- 
vious levels that we had thought necessar vy for grant assistance. 

Mr. Passman. How many countries have been programed for a re- 
duction in the aid program for the fiscal year 1961 or have been com- 
pletely eliminated / 

Mr. Ditton. For the fiscal year 1961 there were reductions in about 
1) programs. 


ELIMINATION OF GRANT AID PROGRAMS 


Mr. Passman. How about eliminations completely ? 

Mr. Ditton. This year possibly just small countries. 

Mr. Passman. How many have you completely eliminated / 

Mr. Ditton. The way that it is programed here, it looks to me as if 
four countries will no longer receive special assistance. They are 
Iceland, Liberia, Costa Rica, and Ecuador. One of those countries 
I think is very likely to have another program, in any event, from 
the contingency fund. 

Mr, PassMAn. They do have some type of aid program. 

Mr. Ditton. Uruguay and Venezuela are entirely out. 

Mr. Passman. No type of program at all, technical aid or military? 

Mr. Murpny. There is some military assistance sales planned for 
Venezuela but not grant assistance. 


LUXEMBOURG 


Mr. Ditton. Luxembourg is now out. 

Mr. Passman. The program has been completely cleaned up and 
there are no unobligated funds? They are completely out? Let us 
find out if there have been any countries really taken out and there 
are no funds remaining. 

Mr. Murrny. At Luxe mbourg we would expect to have $2,000 un- 
expended at the end of this year which would be paid out in 1961. 

Mr. Passman. Any others? 

Mr. Mcreuy. The two that the Secretary mentioned, Uruguay and 
Venezuela. 








gue, 
e by 
. his 
rum, 


iness 
ither 


r in 
lent, 
ally 
that 
pre- 


 Te- 
‘om- 


pout 


is if 

are 
tries 
rom 


ry? 
for 


and 
t us 
here 


ul- 


and 


ee 


189 


Mr. PassMAN. Do you have any prior obligations, any unexpended 
balance ¢ 

Mr. Murrny. Yes. There would be some technical cooperation 
funds but no new money. 

Mr. Passman. So there are actually no programs where we have 
pulled our personnel out, and they have come home 4 

Mr. Ditton. I imagine that the personne] are all out of Luxem- 
bourg. 

Mr. Murruy. It would fall in that category, because the money 
would be spent back here in the States. It would not be needed for 
any personnel over there. 

Mr. PassMan. What is the size of Luxembourg ? 

Mr. Murpuy. I do not know. 

Mr. Ditton. It is rather small. 

Mr. Passman. What was the original program total for Luxem- 
bourg ¢ 

Mr. Murray. $8,105,000; and all but $2,000 of that is expected to be 
spent by June 30, 

Mr. Passman. Have we brought about complete stability and 
strength to a point that they do not need us any longer? 

Mr. Mourpny. This was military assistance. 

Mr. Passman. How about the other programs ? 

Mr. Murpny. Just military assistance. 

Mr. Passman. Did you get them trained well enough that they can 
support themselves ? 

Mr. Ditton. They can support themselves. 

Mr. Passman. That is about the smallest country we have? 

Mr. Murrny. It is one of the smallest. 

Mr. Passman. It is encouraging to know that one is out. Would 
you be a little bit more specific and positive about the $2,000? The 
$2,000 actually being spent. Find out whether or not it is going to 
be spent for personnel. 

Mr. Murpnuy. I will do that. 

Mr. Passman. Can you state now whether any personnel is left in 
that country ? 

Mr, Murrny. I would rather not on the record. Let me check. 

Mr. Passman. It might be we are going to spend more than the 
$2,000 to get them out. 

Mr. Murrny. There is a possibility. 

Mr. Passman. What is the possibility ? 

Mr. Murrnuy. That I have the information. The book shows that 
there are no personnel in Luxembourg at the moment. They are out. 

Mr. PassmMANn. Do you contemplate sending any in? 

Mr. Murrny. Not with the $2,000 worth of expenditure in training. 


NATO SCIENCE PROGRAM 


Mr. Passman. Would you comment briefly on this NATO science 
program which you mention on page 9 of your statement ? 

Mr. Ditton. This is not a new program, Mr. Chairman. We have 
had it in effect for a number of years. 

Mr. Passman. Under the same title ? 
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Mr. Ditton. Under the same title. Hlowever, it was funded out of 
special assistance for the past few years. This time we decided it 
did not really belong there. It did not fit in our definition of “special 
assistance,” and it ought to stand on its own feet as a separate pro- | 
gram. It is in its third year now. It is designed to stimulate growth | ve 
in science and train scientists in the NATO countries because it was or 
decided in the alliance it was a necessity to improve our scientific | * 
capabilities vis-a-vis the Soviet Union. hi 

Mr. Passman. How much are you requesting for this item / 

Mr. Ditton. $1.8 million. 

Mr. Passman. Did you reduce the special assistance request by a 
comparable amount ? 

Mr. Ditton. If this had been in special assistance, it would have 


EOE 


f 
been $1,800,000. 
Mr. PassMAn. You say that it was in special assistance ? d 
Mr. Ditton. In previous years. 
. 
LEVEL OF SPECIAL ASSISTANCE REQUEST 


Mr. Passman. How much did you reduce the special assistance re- 
quest because of this transfer ? : 

Mr. Ditton. By the same amount. , 

Mr. Passman. What amount did you have for special assistance 
last year / 

Mr. Ditton. We had $1.2 million last year and we had 

Mr. Passman. What did you have in the total special assistance 
wecount last year? 

Mr. Murrny. The appropriation was $245 million. The Secretary |) 
said earlier this morning the obligations are now estimated at. $260 
million. The difference comes largely from the contingency fund. 
Had this item been left in special assistance, the figure we “would have 
used would be $261.2 million. 

Mr. Passman. What did you have last year? 

Mr. Mureny. We used $1.2 million this year. 

Mr. Passman. I am trying to find out how much money you have 
total for special assistance last year, the entire account for the fiscal 
year 1960 

Mr. Murpuy. An appropriation of $245 million. 

Mr. Passman. What are you requesting for the fiscal year 1961 ¢ 

Mr. Murry. $268.5 million. 

Mr. PassMan. Which is $23.5 million more than you received last 
year. 

Mr. Murpery. More than was appropriated. 


CONTINGENCY FUND USES 


Mr. Passman. I believe that we covered an item earlier this morn- 
ing similar to this, but it came out of the contingency fund. You had 
a separate request for $20 million. 

Mr. Murrny. An increase of $20 million over last year for the con- 
tingency fund. 

Mr. Passman. You can understand how this would confuse the 
committee, when you break this down in a different account but for 
the same items for which you have asked money. 
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INCREASE IN OVERALL MSP REQUEST 


Mr. PassMANn. For the one part of foreign aid known as the Mutual 
Security Program, the budget estimate calls for a total appropriation 
of $4,175 million as compared to the actual appropriation for the fiscal 
year 1960 of $3,225,813,000. The estimate is an increase of $949 mil- 
lion above the 1960 appropriation. 


BUREAU OF THE BUDGET ACTION ON MSP REQUEST 


What did you request of the Bureau of the Budget for this program ? 

Mr. Ditton. Our original request of the Bureau of the Budget was 
for $4,927,600,000. 

Mr. PassMAN. I am reading from the Wall Street Journal of Mon- 
day, November 2, 1959: 


Treasury Officials, worried about the country’s balance of payments problems 
as well as Federal spending, are understood to be advocating that the President 
ask the Congress for the same $3.2 billion of new aid spending the lawmakers 
gave him in this fiscal year. The State Department, which oversees both eco- 
nomic and military aid, is pressing for a larger request, officials disclose, on the 
ground that congressional paring may reduce the lower aid request to danger- 
ous levels. 

Could you tell the committee how much this request is inflated in 
order to take care of the item to which I have referred ? 

Mr. Ditton. Nothing is inflated. I do not know what officials they 
are talking about. During the budgetary preparations I talked a 
number of times at length - to the Sec retary of the Treasury and he 
never had any such opinion and never made any such recommendation. 


EXCESSIVE REQUESTS ALLEGED 


Mr. Passman. There have been some leaks from downtown involv- 
ing the chairman and members of this subcommittee. I think we know 
that. It has been talked that the request was deliberately made ex- 

cessive this year so that this committee might make what was called 
the “usual reduction” but leave enough money to run the agency. That 
is embarrassing and an indictment of this committee. 

Just how can we pin this down to know where the discount is? 


BREAKDOWN OF INCREASES IN REQUESTED AID 


Mr. Ditton. It is very easy. As I explained, I think earlier, the 
increase of $949,700,000 comes from military assistance to provide a 
level of deliveries somewhat less than the last 4 or 5 years, $200 silo 
to $400 million less. So that cert uinly is not in our view inflation at 
all. We believe that is what is nec essary. That is the bulk of the 
increase—$150 million of the remainder of the increase is in the 
Development Loan Fund, where we ask for $700 million, the same 
amount that we asked for in each of the 2 preceding years, and we 
still believe that is a minimum figure. I do not think that there can 
be any question that was inflated. 

53909—60-——13 
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BUREAU OF THE BUDGET ACTION ON REQUEST 


With regard to the other figures, we actually asked for very r 
tively sm: ul] amounts that are only altogether just under $100 milli 

more than was appropriated, and it is far less than anything we ha 
exer asked for before. Those figures when we went to the Bureau 
the Budget were reduced very little. We went to the Bureau wi 
a small figure, and all of our economic grant programs were only) 
duced in the Bureau of the Budget process from $1,355 million; 
$1,300 million, or a total of $55 million. We went tothe Bureau oft 
Budget and asked for the same amount as we had in past years { 
the contingency fund, $200 million, and asa result of our conversatia 
with them that was reduced to $175 million. In addition, we ask 
for a $25 million appropriation to cover needs in the investme 
guaranty fund, and after further study in the Bureau of the Budg 
it was decided that we would probably not need that appropriation th 
particular year because we would not make investment guarantees: 
the same speed that we thought, so we dropped that appropriati 
request at this time. 

The program is continuing at the same rate of speed as it ordinar 
would. The big reductions in our original request of the Bureau: 
the Budget, before we came to Congress, were $346 million in militar 
assistance where we had asked for $2,346 million and $300 millio 
in the Development Loan Fund, where we had asked for $1 bilho 
This latter figure, we indicated last spring, was what we intended 
request and thought was the minimum needed. We still think th 
amount of money could be well expended abroad, but taking int 
account our fiscal situation here, we reduced that to $700 million. 

Mr. Passman. Mr. Secretary, I have every reason to believe thi 
you are going to concur in my thinking that we should spend a litt 
time on this. 

Mr. Ditton. Certainly. 

Mr. PassmMan. It is something that needs to be cleared up. This 
a rather complicated bill, in many different parts, and we are dealing 
with billions of dollars. 


WALL STREET JOURNAL ALLEGATIONS 


Now, I am just wondering why we can’t work together and fi 
out why the Wall Street Journal would say such a thing, if there wa 
not factual foundation. Did you see that article, Mr. lnnpell 
General ? 

Mr. Moreny. I heard about it. 

Mr. Passman. I wish that you would read it. 

Mr. Mcreny. The only thing that I would say is the article is 
error in at least one respect, in quoting this $5.2 billion figure, and 
therefore I would assume it may be in error in other respects. 

Mr. Passman. Let me say that I read the $5.2 billion figure in at 
other paper, and I was talking about it with one of the people dow 
at. the ICA, who said, humorously, that it was a propaganda figure, 
and there was no idea of receiving that amount. He was talking int 
humorous vein, but we are talking in a serious vein now. We pick up 
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this paper and we see where the officials would request a larger amount 
than needed or expected. 

Mr. Taser. I have been around here a long time, and I have never 
known of a time when there was not an asking price. You have to 
expect that and not get too much disturbed by the fact that it 1s an 
asking price. 


COUNTRIES RECEIVING AID 


Mr. Passman. Last year, on pages 1516 and 1517 of the hearings, 
there was printed a list of the countries of the world, which indicated 
also which countries were recipients of our largess. Would you sub- 
mit for the record at this point a similar list related to your proposed 
fiscal year 1961 program, and also indicate how we managed to in- 
crease the number of countries from 87 to 974 Indicate the countries 
which have been added to the list that you give for the previous vear, 
and how long they have been nations and the population of each? 

Mr. Murruy. I have that. 

Mr. PassMan. Are any of these countries principalities? I notice 
that this list calls for 98. 

Mr. Mcreny. On January 1, 1960, Cameroun came into existence. 

Mr. Passman. Do you have them in the budget for anything ? 

Mr. Mcrpuy. I believe they could benefit. They would be eligible 
for the special program for tropical Africa, but there is nothing 
specifically planned for them. 

Mr. PassmMan. Prior to that one, could you tell us the last nation 
that came in? 

Mr. Murpny. The UAR came into being on February 1, 1958. 
Guinea came into being October 2, 1958. Malaya, August 31, 1957. 
Then there are two portions of the Soviet Union that were recognized 
when the United Nations were set up, the Ukrainian U.S.S.R. and 
Byelorussia. 

Mr. Passman. They are both really a part of Russia. 

Mr. Murrny. They have their own representatives in the U.N. and 
they are recognized by the states inthe U.N. 

Mr. Passmanx. You do recall, Mr. Inspector General, that we agreed 
one year, and we finally made a compromise, that there were only 87 
nations and that there were 76 recipients of the foreign aid program, 
past and present. Mathematically, you are reducing the percentage 
of the nations getting aid by listing all of these little new nations. 

Mr. Murpny. If they come into being they have to be added to 
the list. 

Mr. Passman. Can we go over this sometime so you can help me 
arrive at the population figures. I understand that some of the coun- 
tries listed have populations of from 10,000 to 25,000, or less. There is 
one listed with a population of 1,000. 

Mr. Murpny. We can insert that. 

Mr. PassMan. We wish that you would do so. 
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(The requested information follows :) 
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Countries of the world— eeieneene list of MSP and non-MSP countries—Con. 














} ; 
| a | Countries | 
| receiving aid | 
1959 Proposed in prior years | Non-mutual- 
population fiscal year | but not pro- | security aid 
| estimate 1961 program | posed as aid | recipients 
(thousands) | recipients in | 
| | fiscal year 
| | 1961 | 
= i am Be ll —s = pears, 
FOE. oon ns ceenedivinsaoteses Amun eens | Re ii cindvabicn aoe sna 
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OT aa a seahice Sein tage asipicslanliiendhnioton RE a Tee 
ENON Ud oo on oc a hac ormeimeteiserm mine aiomiewlasia WG Ras te ois a dae hehe. 
77. Rumania Ae RmCre Raia Riders Rid teach sagen | PRB) edie cncocawind aca cteonneees xX, 
78. San Marino ? Savas na eiaiacaanaa te seactaicats WO hese wea 5 ee ee ee x: 
tn RII coco iedavas inish tana h anni tn cocina ataesciiiuaes 1 | ot SES Dae ee ce 
NINE coos is nin nial akan Price Seance iar 29, 874 Mies asx sieoaStalaie tasaindbowap elilensitivane 
OS; Orie a acca sc taangegnee Sich aaedo a ROE tT icncweviekscnlsonannaeaueees 
ee aa ica eh clr ca nian: Ci ke le ad Sik loidits Bobslasibicat ae eR acai ae en 
Bi OTR E oo ones csccccadadwcceanacsunlewse CIEE Tiers tssnescnnduauswestadas X. 
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Population estim ite, 1958, 
Date certain countries were established as nations: 
Andorra: In existence since 1278. Granted constitution as a republic in 1806 by Napoleon. 
Bhutan: Inde pendent state until 1865. British ruled until 1949. India took over Bhutan’s external 
affair t it is still semi-independent. 
Bye lor issian 8.8.R.: Oct. 24, 1945. 
Cameroon: Jan. 1 , 1960. 
Guinea: Oct. 2, 1958, 
Malaya: Aug. 31, 1957. 
San Marino: In existence since the 4th century. 
Ukrainian 8.S.R.: Oct. 24, 1945. 
United Arab Republic: Feb. 1, 1958. 
Vatican City: May 13, 1871, when the papacy was confined to the Vatican. 
3 Population estimate, 1957. 
* Population estimate, 1956, 
5 Development Loan Fund. 
6 The United Arab Republic consists of Egypt and Syria. 


*Country added since last year’s report. 


Notr.—Assistance under mutual security is defined as follows: Mutual security includes funds authorized 
ind appropriated pursuant to the Mutual Security Acts of 1951 and 1954 and amendments thereto, and 
funds (including public debt authorizations) heretofore available for the European recovery program, 
China aid, and Mutual Security Act of 1951, as amended, but excludes funds obligated in fiscal year 1951 
under the Act for International Development; also excludes funds available for investment guarantee 
ae Be 





iis list includes all the members of the United Nations, plus countries the existence of which is recognized 
by one or more members of the United Nations. 


DRAPER COMMITTEE RECOMMENDATIONS 


Mr. Passman. In November of 1958 the President appointed the 
Draper Committee to study this program, Its study and recommenda- 
tions were not completed in time to be reflected in the 1960 program, 
Would you comment as to what recomme ndations of the Draper Com- 
mittee have been incorporated in this year’s program ¢ 
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PROGRAMING OF MILITARY ASSISTANCE PROGRAM 


Mr. Ditton. Our recommendation of $2 billion as the size of the 
Military Assistance Program is in general accord with the recommen. 
dations of the Draper C ommittee, which said that a program of that | 
size was, they felt, the minimum, the sort of cruising level we should | 
have for the next "fe »w years. In addition to that, the m: jor change | 
in the Draper Committee recommendations are things that IT men. 
tioned earlier, the very extensive change in our methods of operation 
in the progr aming of this Milit: ary Assistance Program, so that we give 
very consider ably more weight to the detailed recommendations from 
the field and put very considerably more responsibility on country 
teams and unified commanders in the field. 

I think because of that, from now on better programs will follow, 
That was really the heart of the Draper Committee recommendations, 
improved administration of the program, I think in that field they 
made some very good recommendations and we have adopted most of 
them. 


ATTITUDE OF MAAG CHIEFS TOWARD LEVEL OF AID 


Mr. Passman. Mr. Secretary, if we have MAAG chiefs who feel 
this program is excessive and that they already have all of the equip 
ment they need, but are being prevailed upon to accept equipment 
not. actually needed, and if those MAAG chiefs should be broughi 
before this committee, do you think if they would agree to testify 
it would be short circuiting the Executive or the Defense Depart- 


ment, and do you think it ‘would, in any manner, possibly hamper | 
their future promotion prospects? I can tell you very definitely that | 


some of the MAAG chiefs do feel that way. 

Mr. Dirtton. Under this new system I do not see how that could 
happen. 

Mr. Passman. Under what new system ? 

Mr. Diiton. The new system of programing we have evolved. 

Mr. Passman. I am not impressed with the Draper Committee re- 
port. I do not see how they could file any other type of report. It 
seems that if such a report is acceptable to the Executive, they put 
it into effect; and if not, you do not hear any more about it, such as, 
for example, the Fairless report. 

Mr. Ditton. They were critical of the way the Executive had pro- 
crammed their military assistance in the past and thought it was 
not the most efficient way. They made some recommendations for 
improving the efficiency of the program which we found good recom- 
mendations because they did give greater authority to the local MAAG 
chiefs. 

Mr. Passman. Out in the field ? 

Mr. Ditton. Out in the field. 

Mr. Passman. And they, along with that, recommended a very sub- 
stantial increase in expenditures. 

Mr. Ditton. That was another part of their recommendation. 

Mr. Passman. It was a part of the report. 

Mr. Ditton. That is right. 


Mr. PassmAn. That part is actually embodied in this year’s request. 


How about the other parts of the report ? 
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Mr. Ditton. The other parts that are administrative we have 
adopted and that is why I think we will have better programs in the 
future. I think maybe they found something similar to what you are 
now talking about 

Mr. Passman. If they had found what I found, they would not be 
recommending an increase in the appropriations. 

Mr. Diton (continuing). For the local MAAG chiefs to have a 
ereater voice in the program. The committee so recommended and 
MAAG chiefs do have a greater voice. 

Mr. PassMaAn. If you would let the committees get to the MAAG 





' chiefs first we could save some money. 


Mr. Ditton. That will be fine. 
VALUE OF CONTINUING MILITARY ASSISTANCE ‘AUTHORIZATION 


Mr. Passman. Last year the executive branch requested a continu- 
ing authorization for the military assistance phase of this program. 
The Congress approved a 2-year authorization, for fiscal years 1961 
and 1962, and put this item in the Defense Department budget in com- 
petition with other funds of the Defense Department. If this com- 
mittee had wanted to start hearings on the military assistance budget 
on January 18, would you have been in a position to do so? 

Mr. Ditton. Mr. Murphy says that we did not have the presentation 
books ready so we would not have been in a position, 

Mr. Passman. If not, of what value, then, is the 2-year authori- 
zation ¢ 

Mr. Ditton. I do not know how to answer that. 

Mr. Passman. Let us be perfectly honest about it. There is no use 
for us to pursue that. 


DEFINITION ON CONTINGENCY FUND 


What is your definition of the President’s contingency fund ? 

Mr. Ditton. The President’s contingency fund is a fund which is 
voted by the Congress to the President to be used as he desires. 
A detailed definition says it is a special fund from which to meet, to 
the extent possible, the particular requirements for assistance which 
must be met in the ensuing fiscal year, but for which no specific pro- 
vision can properly be made in the program proposed under the vari- 
ous categories of assistance because the requirements are now uncer- 
tain or unknown. 


USE OF CONTINGENCY FUND TRANSFER AUTHORITY 


Mr. Passman. Referring again to this transfer of authority, I note 
that the President transferred $31,300,000 to the Military Assistance 
Program. What. was the basis for this transfer / 

Mr. Dituon. The transfer from the contingency fund to military 
assistance was $31,247,000. $5,463,000 of that total was in response 
to the needs for emergency assistance in Laos to meet the Communist 
threat last year. 

You remember there was an invasion in Laos which started in 
August and led to quite an emergency last fall. Off the record. 

(Discussion off the record.) 
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SAUDI ARABIA 


Mr. Passman. Saudi Arabia is one of the wealthiest countries if 
the Near Eas 

Mr. Ditton. Most certainly ; yes. 

Mr. Passman. As we agreed earlier, certain comment may hay 
to be taken out of the record. You can decide that. I do recall 
3 or 4 years ago that King Saud of Saudi Arabia—off the record. ‘ 

(Dise ussion off the record.) p | 

Mr. Passman. Of course, that came after the books had been closel| 
IT think that it arrived about 1 hour too late to be obligated in tha; 
fiscal year, so they had to let me in on it. J said, “OK, if you hari 
your neck out, we shall try to go along with you. 

Is this a similar situation ? 

Mr. Ditton. Off the record. 

( Diseussion off the record.) 

Mr. Passman. It is one of those things that happen. 
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LAOS 


We notice some of this aid went to Laos under the guise of insuriy 
political stability. What isthe purpose of that money ¢ 

Mr. Ditton. To support the Government’s de ‘fense against Con 
munist infiltration from North Vietnam. 

Mr. Passman. They have Communists right in their army, do they} 
not, and we had to agree to bri ing in a certain unit ? 

Mr. Ditton. That is correct. They tried to bring in two. One: 
them escaped and went into North Vietnam and took part in this infil 
tration last year into Laos. There was one unit whie ‘h has been taken{ 
into the army, and split up, and is now a part of it and is apparenth 
allright. Asa result of our expanded training program, the traimmg 
of this army is infinitely better than it has been in the past. 

Mr. Passman. How much better? 

Mr. Ditton. A good deal better because they were not very £00 
before. 

Mr. Passman. It could be a good deal better but still be extremel} 
unsatisfactory. 

Mr. Conve. I visited Laos and from seeing the natives themselves 
I can imagine what they had to work with at the outset. It is amazing 
what that small band of Americans has done up there to train thes 
troops. ‘They are really primitive people. 

Mr. Passman. I might state to the distinguished gentleman that 
we actually do not know whether they have ———— or ———— troops 
We are just putting up money to support that many troops. We 
have never had the privilege of counting them. All we do is to tak 
some obsolete payroll that the French used there and provide money 
on that basis. If this year you are able to establish that they actually 
have ———— troops : you will certainly assist this committee. I do not 
think we have any positive proof. 

Mr. “a I think the military have much better knowledge this 
year because they have more people out there in the field training these 
people. [ think they can answer that. 
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Mr. Passman. In many instances we are told to attend to our own 
business. We were not permitted to go up there. Do you have any 
knowledge of that, that we do not know the number and that we had 
to take their word from some old records? 

Mr. Ditton. I do not know about the military forces. I know in 
the past there were times when our people, through a lack of language 
and such difficulties, did not travel in some of these back provinces 
there at all, but now they are beginning to do that. They are travel- 
ing all over the country. 

Mr. PassMAn. They are beginning to do so? 

Mr. Dron. Yes. 

Mr. Passman. But it is yet to be determined how many troops they 
have? 

Mr. Ditton. I think we know how many they have, but I will leave 
that to the military. 


ASSISTANCE BY OTHER COUNTRIES TO UNDERDEVELOPED AREAS 


Mr. PassmMAn. What are the other major countries of the world do- 
ing in the way of providing assistance to the underdeveloped coun- 
tries? 

Mr. Ditton. There are a number of these countries that are provid- 
ing increasing assistance. The United Kingdom has, in the last few 
years particularly, been helpful in that regard. Their total amount 
of assistance has increased from about $150 million a year to where in 
the coming year they will be making available about $420 million a 
year. 

In the fiscal year that ended this March there had been about—— 

Mr. Passman. Is that to their colonies? 

Mr. Ditnon. They have very few colonies. 

Mr. Passman. Is that to those who have allegiance to the sterling 
bloc? 

Mr. Ditton. Certainly, it is to such countries as India and Pakis- 
tan, which are members of the sterling bloc and also members of the 
Commonwealth. There is no colonial connotation at all any more 
there. It is very helpful in carrying out the needed economic develop- 
ment in India. They are really, doing a very good job. 

The Canadians have increased their fund the same way. They pro- 
vide grant assistance through the Colombo plan. 

The Germans have recently started. They made a pledge of a grant 
which I think was the first full grant in the Indus River project, $30 
million worth of deutsche marks. They have also agreed that they 
will increase these funds in the future. 


NEW INTERNATIONAL BANKS TO AID UNDERDEVELOPED AREAS 


Finally, the new banks that we are talking about will help. The In- 
ternational Development Association which is being formed on a basis 
by which we put up about 32 percent of the funds, another 45 percent 
is put up by other countries in hard currency, and the remaining funds 
are put. up in soft currency by less developed countries. Thus the 
other caiptal contributors are putting up $4 for every $3 that we put 
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up. We are having later this week, beginning tomorrow, a meeting 
here which came out of economic meetings we had in Paris in January, 
at which all the countries of Europe, probably in answer to our 
urging, agreed that they should do more in this field and agreed to 
meet here and see what they could do. 


GRANTS BY FRANCE 


I have not mentioned grants. I have kept that to the last, but the 
French have spent in Africa exclusive of Algeria, which is a part of 
metropolitan France, a total of around $400 million to $500 million a 
year for the last number of years, which is a higher percentage of 
their gross national product than we have spent in our economic aid 
program. 

BRITISH TRADE WITH RED CHINA 


Mr. Passman. I am very much pro-British. I would not want to 
be misunderstood. Of course, Great Britain recognizes Communist 
China. To what extent are they trading with Red China, and is Red 
China benefiting at least indirectly from the trading ? 

Mr. Ditton. Their trade is not large at all with Red China. They 
hoped it would be larger, but the results have not been very promising. 


COUNTRIES GIVING ECONOMIC ASSISTANCE TO LESS DEVELOPED COUNTRIES 


Mr. PassMan. What has been the total amount of such assistance 
by those countries, by country, up to June 30, 1959, and what has been 
the total amount of U.S. assistance for this purpose during the same 
period ? 

Mr. Ditton. We will be glad to furnish you a table on that. 

(The requested information follows :) 


The following table shows economic assistance to less-developed countries by 
the United States and other industrialized countries of the free world. In con- 
sidering these figures, it needs to be remembered that there is no standard 
definition and terminology of what constitutes aid. The statistical accuracy and 
the international comparability of the figures also creates problems. The OEEC 
Secretariat is now undertaking the compilation and analysis of these data but the 
results of that work are not yet available. Therefore, the attached figures repte 
sent the best information which is now available. 
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Economic assistance to less-developed countries by certain industrialized free-world 
countries } 


{In millions of dollars] 





| 


| | 
Country | 1954-56 1957 | 1958 1959 | Total, 
| | 1954-59 

— — amen | | a rie litical facta iain 
AMMAN Ee a Se ee 71.0 | 34.3 | 41.5 | 34.7 | 181.5 
RE og da tdas marta at neon peoeeaee- 12.0 | 8.0 | 12.0 | 22.2 | 54.2 
DR ae nae o PTT 64.2 | 23.2 60.5 | 59.3 | 207. 2 
Denmark .......-...----.--.---------------|------------]------------| 2 | 5 | ej 
SIS bso: ia oc Giesiin aisaxaeion ieee Ssicedieiaesaea ma tearas | 1, 444.1 857.1 | 2752.1 | (3) 4 3,053.0 
Germany °- --- Mdaatwudonn Siedemeece | (3) 33.5 107.1 124.9 4265.5 
RR eee cook aan aenadaasscsenecsnsand | 16.5 | 7.6 8.0 | 5.6 37.7 
rg anit lane ies oaes ae 34.3 | 29. 4 53.5 | 42.5 159. 7 
Netherlands DESC LinmAShewsnessacuea 58.4 | 24.7 | 22.9 26.9 | 132.9 
Neen ee es aen 9.8 | 5.8 3.0 | 4.6 23. 2 
Norway paane speek aaniasomaee | 3.0 | 9 1.5 | 7 6.1 
Sweden ____-- nae eeeeanieepenanneteer itis 2.2 3 .8 Lat 4.4 
Switzerland _ - ae -| 3 | a 1 | a 6 
United Kingdom _. ee eee Ce bea | 484.5 155.9 176.4 | 240.8 | 1, 057.6 
ANE. lanka piaioune® ee 4 2, 200.3 1, 180.8 2 1, 239.6 (3) 45, 184.3 
Pies tee OS. occ cancacenauces ‘ 4, 663.8 | 2, 417.0 2, 264.2 | 2, 695. 0 12, 040.0 


‘Expenditures (grants and loans) during fiscal years of countries concerned. 

?The apparent drop in French aid expenditures is largely accounted for by devaluations of the france at 
the end of 1957 and 1958. 

+ Not availabie. 

‘Incomplete because of unavailable figures. 

5 Not including reparations payments to less-developed countries. In the case of Germany, these have 
through 1959 amounted to about $428,400,000. During the same period, Japanese reparations payments 
were $204,000,000; in addition, the accumulated trade debt of Indonesia to Japan, totaling $177,000,000, was 
canceled in 1958 under the reparaens agreement. [Italian reparations payments have been $181,300,000. 

‘Including mutual security, Export-Import Bank, and Public Law 480 expenditures. 


ELIMINATION OF AID TO COUNTRIES GIVING AID TO OTHER COUNTRIES 


Mr. Passman. If some of these countries that we have helped—and 
are helping—with our money, to get them back on their feet, are now 
helping other countries, why could not our program to those par- 
ticular countries be phased out and stopped altogether? The way it 
is it is sort of a goulash. 

Mr. Ditton. | think it isa pretty good goulash. 

Mr. Passman. How much are we going to be able to cut back? It 
looks as though some of these programs are getting bigger every 
year. I am afraid to look at your technical aid program this year. 


JAPANESE REPARATIONS 


Mr. Ditton. Japan is now making available in the form of neat 
tions industrial equipment valued at about $75 million a yea 

Mr. Passman. That could happen without the aid eae Is 
that nota different type of program ? 

Mr. Ditton. That is correct; but we take that into account in 
figuring out what. we need to do to help any individual country, and 
ours is reduced by that amount. 

Mr. Passman. We are giving Japan about $75 million, are we not, 
and they in turn are giving it to somebody else? So, would it not 
save a lot of bookkeeping if we went direct and credited them ? 

Mr. Ditton. Do you mean in the military assistance program ‘ 

Mr. Passman. It isall one big stew. 

Mr. Ditton. We get the use of a lot of facilities in Japan that are 
very helpful to us. 
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Mr. Passman. France is one of the NATO countries; is it not? 

Mr. Ditton. That is correct. 

Mr. Passman. What is the present situation as to France’s 
ance of American stockpiles of atomic weapons? 

Mr. Ditton. Off the record. 

( Discussion off the record. ) 

Mr. Passman. There are several questions? 

Mr. Ditton. There are several. 

Mr. Passman. I wonder if we should not defer this to General 
Norstad. 
Mr. Ditton. 


accept- 








Yes, he will be very helpful. 



















INVESTMENT INCENTIVE FUND 


Mr. Passman. Last vear the House Committee report, on page 8, 


stated: 


The committee has specifically denied the $5 million requested for the in- 
centive investment fund program. 

However, your section 111 report indicates that you have ear- 
marked $2,500,000 for such a program. Would you justify such ac- 
tion in view of the committee report statement ? 

Mr. Ditton. I was informed that the committee in conference did 
not carry that forward and we were free to ask—— 

Mr. PassmMan. Why would you do it when the Senate did not dis- 
agree with the House’s position / 

Mr. DiLton. Mr. Murphy informs me that the debate on the floor 
of the Senate indicated that the Senate expected funds to be avail- 
able for this purpose. 

Mr. Passman. Does the debate on the floor of the Senate take prec- 
edence over the House report, Mr. Murphy 4 

Mr. Mourrny. I do not think that I can answer that question. It 
shows disagreement between the House and the Senate, that is all. 

Mr. Passman. Can you indicate in the Senate report disagreement 
with the House report? The House report did specifically mention it. 

Mr. Murpny. Yes, it did. 

Mr. Passman. Is this not just another case where the will of the 
Congress and this committee is completely ignored ? 

Mr. Taser. We will have to appropriate specifically for line items. 

Mr. Passman. We are going to have to do it. I have never known 
of this committee’s recommendation being so completely ignored. We 
put it in the report rather than the legislation. 














LOCAL CURRENCY AVAILABILITIES 











What is your estimate as to the amount of local currencies, by cate- 
gory, avail: able to the mutual security program in the fiscal year 1961 
for obligation or commitment ? 

Mr. Ditton. We will furnish you with a table. 
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(The requested information follows :) 


Amount of local currencies by category available to the mutual security program in 
fiscal year 1961 


[In thousands of dollars equivalent] 





Estimated 

Estimated } amount 

| unobligated Estimated | available 
or uncom- | new deposits, for obli- 
mitted de- | fiscal year | gation or 
posits as of | 1961 | commitment, 

June 30, 1960 fiseal year 

| 1961 


MSP (U.S. owned) -_-_- - | 91, 219 105, 667 96, 886 
CLOT DONS LOGUINET YY OWNOG) . «goon ns ce cccnnsccerscenense —1, 633 740, 370 | 738, 737 
Public Law 480, title I (U.S. owned) 344, 181 560, 701 904, 882 
Other (country owned) | 8, 139 1, 500 9, 639 


441, 906 1, 408, 238 1, 850, 144 


Mr. PassmAn. What was the amount of Public Law 480 funds actu- 
ally used in the fiscal year 1959, and what is estimated for use this 
fiscal year ?¢ 

Also, what is your estimate as to the amount of local currencies, by 
category, available for obligation or commitment to the mutual se- 
curity program in fiscal year 1961 ? 


UNEXPENDED BALANCES IN FOREIGN CURRENCIES 


Mr. Mcurriry. The total unexpended balance at the end of the fiscal 
year 1960, or the beginning of the fiscal year 1961, is estimated at 
$1,589,017,000 equivalent. 

Of that, $194,941,000 equivalent is proceeds from the sales of agri- 
cultural surpluses made pursuant to section 402 of the Mutual Se- 
curity Act. 

$411,685,000 equivalent is counterpart funds generated through 
grant assistance under the Mutual Security Act. 

$967,970,000 equivalent is sales proceeds under Public Law 480, 
title I, and the $14,421,000 equivalent of other generations is such as 
proceeds under title II of Public Law 480 and some other small pro- 
grams, 

With respect to the fiscal year 1959, Mr. Chairman, at the end of the 
fiscal year 1959 the grand total unexpended was $1,763,788,000 equiva- 
lent of which $276,340,000 was section 402 proceeds; $565,216,000 was 
counterpart funds; $909,542,000 for Public Law 480 title I sales pro- 
ceeds, and the balance of $12,690,000 was miscellaneous items that I 
previously referred to. 


LOCAL CURRENCY AVAILABLE AS WELL AS DOLLARS 


Mr. Passman. Which means that you will have that in addition to 
what you are asking us to provide this year. 

Mr. Mureny. Yes. These amounts were taken into consideration 
in arriving at this year’s request. 

Mr. Passman. You did not answer my question. 

Mr. Murpny. I said, “Yes.” 
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Mr. Passman. You will have local currencies approximating $1,500 
million to spend over and above the new dollar funds that you are 
requesting ? 

Mr. Mcurrny. That is correct, sir. 

Mr. PassmMan. You could runa rather extensive program on that ? 

Mr. Ditton. You cannot import anything with loc al currence y. 

Mr. Conte. Is that local currency tied up and cannot be taken out 
of the country ? 

Mr. Dirtton. That is right. 

Mr. Passman. It is what the executive branch has been referring to 
as a loan, but the American people got wise. 

Mr. Ruopes. These are total figures from all sources, Public Law 
480 and all that ? 

Mr. Ditxon. Yes. 


TOTAL LOCAL CURRENCY AVAILABILITIES 


Mr. Passman. As it applies to mutual security, but not total local 
currency. What of the total local currency ? 

Mr. Murpny. I would have to look that up. My recollection is that 
vou asked that question last year. 

Mr. Taner. About $1,230 million. 

Mr. Passman. In addition to this? 

Mr. Taper. Yes. 

Mr. PassmAn. Which would make it about $2.5 billion ? 

Mr. Murpuy. Yes, approximately. 


VALUE OF LOCAL CURRENCY LOANS 


Mr. Passman. In that connection, Mr. Benjamin Fairless continues 
to be one of America’s most respected and outstanding businessmen 
and executives. 

I shall quote Mr. Fairless— 


In our view, loans by the United States repayable in the unconvertible curren- 
cies of foreign nations are undesirable, and the practice of granting them should 
be terminated. Our relations with other countries will suffer from U.S. control 
of large amounts of their currencies. The soundness of the loans device should 
not be jeopardized by inviting repayment in foreign currencies which cannot be 
freely spent by the United States. 

I wonder if Mr. Fairless is still of that opinion. 

Mr. Ditton. T have not asked him. I think that all IT can do is to 

say what I said last year when we mentioned this—that experts, people 
whom we respect, differ on this, and Mr. Eugene Black, who probably 
knows more than anyone about financing in the international field, 
and who is certainly very sound, favors loans repayable in the local 
currencies. You ae take whatever opinion vou prefer. 

Mr. Passman. I should like to take Mr. Fairless’ opinion, and cut 
this thing down and just not go so far afield on it. If I had an option, 
T would quickly j join Mr. Fairless. I have a high regard for him. 

Mr. Ditton. Our thought if these loans were pay able in local cur- 
rencies has Leen they have replaced what we largely did before on a 
grant basis. 

Mr. Passman. It is fully a grant, in my spinion. As far as I am 
concerned, it is even worse than a grant because not only do we give 
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it away, but we confuse other nations and our own people. I am in 
business, and the quickest way for me to lose a customer is to let him 
get overobligated to me. I had one berate me over the telephone last 
night because I would not give approval for him to move some equip- 
ment from Vicksburg, Miss., to Natchez, Miss. So, you let them get 
into you; they owe you payments that they cannot pay, and you are 
no longer the fine gentlemen from whom he bought that equipment. 
I do not think that nations are any different from individuals. We 
are going to get these people so obligated, we are going to own so much 
of their currency, that, if they are similar to most human beings, they 
will not like us. I have a right to my opinions on that, and I do not 
¢and alone. TI believe that Mr. Fairless put his finger on it. Has the 
Fairless Committee been abolished ? 

Mr. Ditton. It was a one-time Committee asked to make a report. 

Mr. Passmayn. Is that true of the Draper Committee ? 

Mr. Ditton. Yes. 

Mr. Ruopes. I am inclined to agree with you except I do not agree 
with the fact that the loan is not better than a grant. The buyer is 
repaying in his own currency, which isa sacrifice. He has to work and 
sacrifice to get this currency. However, we cannot spend the currency 
unless we will spend it in a certain way. I would much rather proceed 
with a loan program than a grant program, but I do not think it is 
healthy for us to take the currency under those conditions. One dis- 
advantage, among many, is that you always have a possibility of an 
argument between you and the other country as to how the currency 
is to be spent. 

USE OF LOCAL CURRENCIES LIMITED 


Mr. Passman. I would subscribe to the loan part of it if it were a 
loan. But, we provide dollars. They repay in local currency. You 
can spend a percentage of it, maybe through the embassies; but for 
the remainder you cannot bring anything out of the country with it. 
You spend it back in their country. They repay it and you respend 
it: so it remains a revolving fund in their country. Is that the way 
it works? 

Mr. Dit10n. That is about the way. The one thing that I would 
like to point out about the Dev elopment Loan Fund with regard to 
payments in local currency is that while we have the same problem 
about using them for exports out of the country, we are totally free 
to spend them any way that we want to in the country. Where we 
have this close control, primarily over the local currency generated 
under Public Law 480, which is a part of our agricultural s: ales policy, 
the country will not agree to the Public Law 480 program except 
under that sort of an agreement. 

Mr. Passman. You cannot spend those Public Law 480—— 

Mr. Driton. We have to spend them inside the country. 

Mr. Passman. It gives us no right to tell them what they can 
spend the funds for in their own country ? 

Mr. Dimon. We can spend dollars for our own purposes. 


LOANS VERSUS GRANTS 


Mr. Passman. But you cannot bring anything out of the country. 
If in Ethiopia you need $50,000, and you have $5 million in their cur- 












206 






rency, it is just excess. What I am trying to ascertain is if it is some- 
thing that is going to remain in the country, be spent in the country, 
for the benefit of the country, and we are not going to bring anything 
out of the country, how are we calling it a loan? We are not getting 
anything that we can bring back to the American taxpayer, and that 
is the reason that I can never recognize it as a loan. 
















































Mr. Dition. If it pays for our Embassy. We do not have to spend Mi 
dollars for the Embassy and it does help. tuall 
Mr. Passman. Are you not thinking there in terms of a very small | fiscal 
percentage of the total, when you refer to our Embassy’s spending! Mi 
Mr, Ditton. That is correct. 1959 
Mr. Passman. It would be unreasonable to expect that the Embassy | I co 
employees would take their pay in local currency. " - year 
Mr. Dititon. That is right. of w 
Mr. Passman. I think we have hoodwinked the American taxpayer (‘I 
with this program. You give dollars, you are accepting local cur- In 
rency, and you are going to spend the currency in the country, if at | were 
all, and you eannot take anything out of the country. If that is not M. 
a grant, my head is too thick to comprehend. a | 
J ae o +s milli 
REGAINING DOLLARS FROM LOANS M 
Mr. Ruopes. If, on the other hand, you have an American com- | *PP! 
pany which wants to establish a factory in India and you lend that 000 
company rupees from the repayments of the Development Loan } ®PP! 
Fund and have them repay you in dollars, then you have gotten your M 
dollars back. That is about the only way that you can get them back M 
in specie. com 
Mr. Ditton. Yes, or the only other alternative is if one of these less 
developed countries develops a stronger currency over the years dur- M 
ing the course of a fairly long program. For instance, Japan’s cur- oe 
rency is very useful now, and it is perfectly possible the currency of 1 
Taiwan will be 15 years from now. 409 
Mr. Ruopes. Another possibility would be that the country might M 
have a product. which we want which we could buy with their cur- doll 
rency and ship into this country. ntl 
Mr. Ditton. That is right. M 
Mr. Passman. You must have their agreement. You cannot bring } gyj¢ 
something out of their country without specific agreement. they 
Mr. Ditton. That is the general rule. the 
Cor 
USE OF LOCAL CURRENCIES TO BUY PRODUCTS FROM UNITED STATES Cor 
Mr. Ruopes. That is what I wanted to make clear. He said as far : 
as the DLF is concerned. 
Mr. PassMan. You cannot take anything out. Itstaysinthatcoun- |... 
try. tog 
Mr. Ruopes. What about my first example, where a company wants - 
to build a plant. 
Mr. Ditton. That would be all right. You could do that. A 
Mr. Ruoves. Then have the company repay you for the rupees in | me 
dollars. ne 


Mr. Ditton. That would be all right. 
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0. Mr. Passman. Of course, that could only happen in very few 

y, | lected countries. 

ig Mr. Dixon. It probably would not happen in too many. 

fg 

at USE OF PUBLIC LAW 480 FUNDS IN 1959 

d Mr. PAssman. What was the amount of Public Law 480 funds ac- 
tually used in the fiscal year 1959 and what is estimated for use this 

Il fiscal year ¢ 

r! Mr. Murpny. We do not have the total obligations for the fiscal year 
1959 in the worldwide summary. Could I insert that in the record ? 

sy | I could give you the estimate for 1960. Our estimate for the fiscal 
year 1960 for all local currency obligations is $2,013,978,000 equivalent, 
of which $791,786,000 equivalent is Public Law 480: 

er (The following was subsequently furnished for the record :) 

r- In fiscal year 1959, $873,045,000 equivalent of Public Law 480 local currencies 

at were obligated for mutual security program purposes. 

s Mr. Passman. Is that in addition to the dollar appropriation made 
for the Mutual Security Program last year, in the amount of $3,200 
million ? 

Mr. Murpny. Yes. Some, of course, is a direct result of that dollar 

n- | appropriation. This includes counterpart commitments of $999,794,- 

at | 000 which were generated from mutual security program dollar 

in appropriations. 

ar Mr. Passman. It is in addition to the dollar appropriation ? 

ak Mr. Mourpny. Yes; it is local currency available for obligation or 
commitment. 

Sg REPAYMENT TO CCC 

de Mr. Passman. Does the ICA reimburse the Commodity Credit 

if Corporation for Public Law 480 commodities ? 

Mr. Mcrrnuy. No, sir, except when they are supplied under section 

402 of the Mutual Security Act. 

. Mr. Passman. Why do you not reimburse them, if you are taking 

ay dollars and you have been generating local currency that you can use 
in the country / 

Mr. Murruy. Where we do use dollars, Mr. Chairman, and to the 
ig , ely ae cant ces 5 ial 

© f extent that the Commodity Credit Corporation holdings are involved, 
they do get reimbursement, but Public Law 480 spec ‘ifically provides 
the product can be sold and that the capital of the C ommodity Credit 
Corporation will be repaired by appropriations especially made by the 
Congress for that purpose. 

ai Mr. Passman. How can we arrive at the total cost of the foreign aid 

program, if this committee deals with the dollar requests for the mutual 
security program, and you have this other money, local currencies, 

Mh | available? To get, the total cost would you not have to put the two 

_ | together? 

a PURPOSE OF PUBLIC LAW 480 

Mr. Mureny. The difficulty is that the Agricultural Trade Develop- 

in 


ment Act is an act for the disposal of U.S. penennees and it is only 
incidental that some of the proceeds may be used or are useful in 
achieving our foreign policy objectives. 


5390960 -14 





208 


Mr. Passman. It is very wonderful that we can do that. But I am 
still thinking about the total amount of the taxpayers’ money, whether 
in surplus agricultural commodities or dollars. You have to put the 
two together to get the total. 

Mr. Mourpny. It depends upon what you call the total, Mr, 
Chairman. 


TOTAL COST OF MUTUAL SECURITY PROGRAM 


Mr. Passman. Since you bring that up, I am going to call this the 
call your request — year of $4,175 million for 
the Mutual Security Program item No. 1; then I am going to add to 
that about $2 billion for oversea dues construction: also, I am 
going to pick up the interest on money we have borrowed to the ex- 
tent of foreign-aid spending, and that is about $3,245 million; so I 
um going to do my best to establish the foreign-aid program at about 
$10,490 million a year. That is what I am going to try to firm up, 
and I am going to need your help. 
Mr. Taper. You can’see how quickly he has come to your aid. 


CONGRESSIONAL CONTROL OVER USE OF PUBLIC LAW 480 FUNDS 


Mr. PassmMan. What congressional control is there over the amount 
of Public Law 480 funds that ICA may utilize in the program? 

Mr. Murpny. First of all, Congress established a limitation on the 
total sales. That is the first control, so there is a ceiling on how much 
can be sold. 

Mr. Passman. How much ? 

Mr. Murpuy. Well, about $1.5 billion a year. That is the total. 


Mr. Passman. I want to correct my figures. I think I have been 
using $1 billion. 

Mr. Murrny. It used to be $1 billion, but it was raised. 

Secondly, Congress in Public Law 480 has stipulated, under section 
104(e), that 25 percent should be used for loans to U.S. entrepre- 
neurs who are interested in making investments abroad. This is the 
so-called Cooley amendment. 


AMOUNTS AVAILABLE FOR MUTUAL SECURITY PROGRAM USE 


Then in the course of events Congress set out a lot of sections in 104, 
subsections, which stipulate that portions of local currenc ‘ies will be 
used for various U.S. purposes—foreign buildings, Embassy expenses, 
and so forth. There is a whole list of them, and after those are pro- 
vided for, Mr. Chairman, what is left is available for section 104(c), 
(d) (e) and (g). 

Mr. Ditton. There is also a substantial amount of this that 
to pay ocean freight for our own steamship lines. 

Mr. Passman. But you have a law controlling the amount you can 
spend there; do you not? 

Mr. Ditton. That comes out of the $1.5 billion. 


U.S. “HOUSEKEEPING” EXPENSES PAID FROM PUBLIC LAW 480 FUNDS 


Mr. Passman. When you put the total figure together, could you 
tell us the amount in each country, where we are ‘being repaid “for 
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our dollars in local currency, that is actually utilized by the em- 
hassies, to defray housekeeping expense for our country in the foreign 
countries. It is a very, very small percentage. Could you provide 
that information for the record ? 

Mr. Murpuy. I will attempt to get that for you. 

Mr. PassMAn. Why attempt? Can’t you get it? 

Mr. Murpny. I do not have records on it. 

Mr. Ditton. We can do it easily. It comes from the Treasury De- 
partment. 

(The information referred to is as follows :) 


DEPARTMENT OF STATE 


Application of U.S.-owned foreign currencies purchased by Foreign Service disbursing 
officers during the fiscal year ending June 30, 1959 


{In thousands of U.S. dollars equivalent] 


Total foreign | Disbursed for the account of— 
currency | 
purchased 
from U.S. Foreign Educational | Salaries and 
Treasury | buildings exchange expenses, | All other 
program | | 


Afghanistan 547 | $547 |__. 
Argentina. -- ie aie 40 |_- 
Australia__ 499 | 171 | 

Austria meas , 324 | 200 | 
Belgium and posse ssions - ___---- 52 | 313 
Bolivia__.-_- : i = 91 | 91 

Brazil dade amareeieik § 229 

Burma ‘ is , 105 116 
Cambodia__- a 243 | 243 | 
Canada : 512 | 230 

Ceylon -- ictal co Wanns tenia adam” \ 283 

Chile saseiaccaiS : ate , 116 | 420 | 
OO ee ; 2 461 

Costa Rica pn ipalelade nieces : PE etic uke 
Cuba be ee : 28: 163 
Crechoslovakia.____----------- f 5 
Denmark - - - aa 5 97 
Dominican Re ‘public 7 23 23 | 
NI ee ek 149 

El Salvador __. ‘ é ei } 21 

Ethiopia_ __- ; ieee 180 

Finland ee ee : 159 

France and possessions a ma 3, 076 , 931 
Germany... -- eines . 9, | , 248 

Ghana Send Feet Be 2 2 
Greece vi Tee, 2, 36: 770 
Guatemala _ __- Se ears f 18 
Haiti : 7 seed ¢ 19 
Henduras awe aa ’ 22 
Hungary a 82 | 49 
Se ae J 5 
India stink eins with tastes . , 26 31 
NR = oe ee : 576 | 231 
Iran ec ge cee ale 88 | 37 
Iraq TEs eee eee 56 | 56 
MOND dc cohen edcotieneniacbedl 5 | 145 
Israel__ z eee , 188 | 321 
Italy a a = 1,8 | 266 
Japan peice co Tinea 2 216 
Jordan RT eee 14 
Korea es Dee Set 318 339 
Kuwait_.____ oe te aa 2) 2 
Laos : | 

DON eo cc 10 
Libya | 

Luxe mbourg- 

Malaya 

Mexico_- 

Morocco + 

Netherland and posse ssions 

New Zealand. - 

Nicaragua 

Norway 

Pakistan 

Paraguay 


See footnote at end of table, p. 
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Application of U.S.-owned foreign currencies purchased by Foreign Service disbursing 
officers during the fiscal year ending June 30, 1959-—Continued 


Total foreign Disbursed for the account of— 
currency : , pee 5 aes 
purchased | | < 
from U.S. Foreign Educational | Salaries and 
Treasury buildings | exchange expenses, All other 
program | state 





ES ae ee ie $604 $508 | $5 $47 $45 
Philippines__._...-- Eee RON Ts 173 172 | 1 Sale passieuace 
a 303 109 | (1) 152 4] 
Portugal and possessions... ._--- 165 &3 (1) 29 53 
a is ‘ 5 Dla barsonteraice tec 
a ee 4 a lela lad alas aii a heals 
CN oot: ccm mctinwadécewaowas aT Di levatieensds caters . 
a 1 Ih ahcenineiaiecistacctintelen nal cReleichincansce Nea ‘a 
I a 1, 776 438 ( 493 84 
I eo Noe Baten cake 2 fh Re ees * bie 
IR gs Se aS 69 ee 
IUD. «be ca cutininte maseini ede 8&9 Neale tae Neat ak dc tng eta 
itl 614 269 ( 178 lf 
I Sn a Se 1) OO Nida a A ta 
MR oe ie de oa dee 5 TR Re etbirtn int Dhaest meen eae acest 
DN ihre cl Nin ct tee 698 168 2 272 25 
Union of South Africa ‘ 15 TE thiiitidintidenaglcnacosnmnsme’ Sis . 
Union of Soviet Socialist Repub- 

lies __ alice ‘ 3 Sj ccd ae ae clare elbiaadal 
United Arab Republic ae : 952 103 ( 418 431 
United Kingdom and colonies. -- 5, 797 4,497 8S2 134 2M 
Uruguay . iiecbieich aiuabe 7 7 
Venezuela ee ad ae 117 SN Reais ats aad ia haihibiy etiatas indie talaainlier a 
Vietnam aie - ene meters 701 157 1 127 4lt 
Sa an creas 1, 141 381 2 271 487 





DNs do Hiedcceeevecduat ; 76, 729 20, 992 5, 062 16, 366 34, 309 







1 Less than $500. 


NOTE. 
rounded. 





-Amounts are rounded to the nearest thousand and will not necessarily add to totals similarly 


ICA PURCHASES OF LOCAL CURRENCY 


Mr. Passman. How about our own ICA personnel ? 

Mr. Mureny. Any use for ICA personnel has to be bought from 
the Treasury. 

Mr. Passman. Inform us as to how much ICA buys from the 
Treasury, or spends, in the interest of the mutual security program 
in these countries. 

Mr. Mureny. I did a study on that recently. I can tell you that. 
We found out in the first 9 months. of 1959, utilization by ICA of local 
currencies was just in excess of $5 million, so on an annual basis it 
would be maybe $6,700,000 equivalent. 

Mr. Passman. Could you break that down for us by countries? 

Mr. Mureny. Yes, sir. 

Mr. Passman. And let us know to what fiscal year you apply it? 

Mr. Murruy. It was the first 9 months of calendar 1959. I have 
it by country. I will submit it. 

Mr. Passman. Approximately $5 million ? 

Mr. Murreny. Yes, sir. 

Mr. Passman. In addition to this $5 million, how many dollars 
did ICA spend in the same countries / 

Mr. Mcurery. Well—— 
Mr. Passman. You do a little study on that, too; will you? 
Mr. Mcrruy. Yes, sir. 
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Mr. Dition. I think what you mean is that, out of some $40 million 

























nq 
of administrative expenses of the ICA, you were able to use some $5 
— | million. 
Mr. Passman. Yes. I want a percentage. What does it run, about 
— | 10or 11 percent? 
Mr. Ditton. It seems to. 
Mr. Murpeuy. I would have to study it more. I am afraid, in the 
— } $5 million, Mr. Chairman, there are some charges that would not 
*} Tf have been made to the administrative account, but would have been 
i} made to the program expense account for technicians’ travel, and 
_ | things like that. | 
x: Mr. PassMANn. You will get that information for us? 
- Mr. Murreny. I will do the best I can. I will make an estimate. 
oe (The information requested follows: ) 
“i67 lalue of local currencies purchased with appropriated doliars to finance ICA local 
= costs in MSP benefiting countries 
5h {In thousands of dollars equivalent] 
_ Dollar equivalent of U.S.- Dollar equivalent of U.S.- 
431 owned and non-U.S.-owned owned local currency 
2M local currency purchases purchases ! 
os Countries We - _ . prise 
“4 Jan. 1, 1959- Estimate, Jan. 1, 1959- Estimate, 
487 Sept. 30, 1959 calendar Sept. 30, 1959 calendar 
—_ year 1959 year 1959 
, 306 
— (3) 
arly pede Me Shh TE 
nn 0 OB es des ie e 
ritish Honduras. - fees lea 4 atid nes 
a 95 127 90 120 
om Cambodia Dee oe 7 
che Mee ee, 
am t 
at. I teusdor een | = von gee|nneesesncees “ 
‘ Egypt ere eR SM Be Date ia ca 109 145 4 
cal : Sa RN Be aS me so oe 142 ND hg ee 
i a a a a 7 


Laos 378 504 


ENN oe en hh KS a 1, 748 2, 331 é de 
NESS Sa Pee re ht i ee ae -| 905 ROME dics aa clna cra aicad neal ans 
Mexico a SR I a ee oe a a cca ace SN ee ee oo 


Morocco 


See footnotes at end of table, p. 212. 
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Value of local currencies purchased with appropriated dollars to finance ICA local 
costs in MSP benefiting countries—Continued 





ea 
Dollar equivalent of U.S.- Dollar equivalent of U.s.. 
| owned and non-U.S.-owned | ownked local curréncy. 
| local currency purchases purchases ! 
Countries ee. i 


| 
at 
| Jan. 1, 1959-| Estimate, Jan. 1, 1959- | Estimate, 
| Sept. 30, 1959 calendar Sept. 30,1959; calendar 
| year 1959 year 1959 


(1) (3) 


| 
| 
| 
| 


Netherlands ela ali eth ee Oe alae ans q 39 
re din petunia ‘ | 59 
Nigeria ia eal RaloA tas Jckomenunel 

Norway aicinnns 5th Dipoe ee | 1 
Pakistan | 612 
Paraguay . 4 267 
Peru _- ; 

Philippines : 833 | ‘ 
Rhodesia 23 | 
Somalia Pee tenak niceties mire | a7 | 223 
i nate ae < 137 
Sudan a 

Surinam . 

I ac cain ination A 

Tunisia 

Turkey : | 

I nn Su teemsienynwel 

SND Goc ensues J 

Venezuela 

Vietnam 


I i eas an 


1 Included in cols. 2 and 3. 

? Less than 500. 

3 Included with India. 

‘It is estimated that 20 percent applies to administrative funds and 80 percent to program funds 


PUBLIC LAW 480 OBLIGATIONS, BY COUNTRY, FOR MSP PURPOSES 


Mr. Passman. Submit for the record a table showing the amount 
of Public Law 480 funds programed for each country. 
Mr. Mureny. Yes, sir. 


pro: 
red 

N 
inte 
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(The table referred to follows :) 


Public Law 480 obligations, by country, for MSP purposes, cumulative through 
fiscal year 1961 


{In thousands of dollars equivalent] 








Cumulative Cumulative 

obligations, obligations, 
June $0, 1961 June $0, 1961% 
Berane, (OGG kn $699, 373 | Far East, total_........... $434, 278 
aaa erees eee es 24, 064 IR a —— 
Pa, «3 SoS ee —— i)" SS eee ee ---- 
I eS ar oe 4, 780 moenNe a oS Sk ——— 
OGRE sso iceman 6, 204 I ies Sia aches ; —- 

CS aS Sree 106, 500 Korea......-. ieee = — 
RUN apes eee aes a Philippines________-__ —-- 
TUSOMeTIA.... cooks ~— TMOG. | aw cna ——- 
es Wee a a Se Se —-- 
I et Z ——- es 
i te — | Latin America, total____ ~~ 276, 623 

Re -—— 

SO oe 8, 403 Beeontinn. ss oe 34, 731 
—— Ne a re Ss. 17, 278 
Near East and south Asia, ON cg Sl cpeeanins o 185 
So ae 1, 247, 544 ES eee en ee 29, 280 
ON a ea. ei TN 7, 730 
NN a se —— NNO i teen aek 10, 605 
ps ee eae ees — rree ss oe ss 2,147 
Nase tp ea —- en 16, 962 
United Arab Republic_- a Uruguay__ SS 3 24, 700 


All areas, grand total. 2, 657, 818 
Actual through June 30, 1959, estimated for fiscal year 1960 and fiscal year 1961. 


Mr. Passman. Now, does ICA have absolute control over those 
Public Law 480 funds which are available to it? 

Mr. Murpnuy. Yes, sir. These funds are apportioned by the Bureau 
of the Budget, allotted like dollars are, Mr. Chairman, and programs 
for their use have to be approved through the proper authorities. 

Mr. Passman. You have the same type of control as you do with 
the dollars ? 

Mr. Murpny. Yes, sir. 


USE OF LOCAL CURRENCIES IN PROGRAMS IN SUBSTITUTION FOR DOLLAR 
REDUCTIONS 


Mr. Passman. Can ICA substitute Public Law 480 funds to finance 
projects where regular Mutual Security Program estimates have been 
reduced or denied ? 

Mr. Morpny. In arriving at our mutual security estimates, we take 
into consideration the local currencies available. ‘Local costs of proj- 
ects are planned to be met with local currencies so, unless in certain 
cases those local currencies are used for other purposes, we would have 
no need to use dollars. 

Mr. Passman. Let us answer this question. If you have a $1 mil- 
lion program in a country and this committee cuts it back or the Con- 
gress cuts it back $100,000, can you use Public Law 480 funds to 
substitute for the dollar reduction ? 
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Mr. Duxon. To the extent that programs are foreign exchange 
costs as they usually are, certainly not. It would not be possible, 
Beyond th: it, I do not quite know how to answer it bec ause, as far as 
I know, this committee has never cut a particular program in any 
country. 

Mr. Passman. We may cut it to where you have to make reductions, 
Can you offset the reductions by spending local currency, if local cur- 
rency is acceptable in a nation ? 

Mr. Ditxon. If there are projects that local currencies are useful 
for, you spend local currencies; but you cannot offset the things that 
were cut here, because these are foreign exchange expenditures. 

Mr. Passman. I do not think we have the answer for the record. 
If you are really going to take the overall appropriation, and there 
has been a reduction made, you have to reduce the allocation to these 
particular countries so you may find that you have less money in some 
country where you have a Mutual Security Program. 

Can you use local currency that has accumulated to our Govern- 
ment in that country for the Mutual Security Program to offset the 
dollar reduction made? 

Mr. Ditton. It won't offset the reduction made, no. You can use 
any local currencies you have in that country. 

Mr. Passman. Which would be the effect, if you had a Mutual Se- 
curity Program where it could be operated by dollars or by local 
currency, you could then substitute local currency for dollars if it was 
acceptable to the country ? 

Mr. Mureuy. The difficulty, Mr. Chairman, is that we would not 
program dollars in the first instance in that kind of a circumstance. 
If the thing can be accomplished with local currency, we do not ask 
for dollars to do it. If you reduce the dollar appropriation, the things 
that have to be removed are items that could only be brought into the 
country with foreign exchange and of course local currency will not 
substitute for those items. 

Mr. Passman. There are instances when I am traveling abroad in 
which I spend dollars when I could as easily spend local currency. But 
with the policy of this committee, we do not spend local currency: we 
deal entirely with dollars, regardless of the country we are in. 

Mr. Mureny. We don’t. Where local currencies are on hand we 
program dollars only for foreign exchange costs and we program 
local currency wherever it is usable. 

Mr. Passman. But if there should be instances where we have cut 
the program back and your allocation, in the opinion of the top eche- 
lon, is too low and you find that local currencies could be used in place 
of dollars, do you have the authority under the law to use them? 

Mr. Moureny. If the situation which you describe ever came about, 
Mr. Chairman, we would have the authority under law to use it, but 
I find it. difficult to conceive of such a situation coming about. 

Mr. Passman. I want to apologize for having to take so long to 
get the answer, but thank you just the same. 

(Short. recess taken. ) 





DLF CONSIDERATION OF AVAILABLE PUBLIC LAW 480 FUNDS 


Mr. Passman. What consideration does DLF give to the amount of 
Public Law 480 funds that are available when it is considering a loan 
application from a particular country where such funds are available? 

Mr. Ditton. We give full consideration whenever there are local 
currencies available that could be used in the DLF loan. Asa general 
guideline, however, DLF prefers to make its loans available for situa- 
tions where they need to import foreign materials, to cover foreign 
exchange costs. 

In the few countries where we have made loans for local currency 
purposes, we always check very carefully to see if there are any loc al 
funds available from any source, whether it is Public Law 480 or 
not, and if they are available, we use these rather than DLF funds. 


DLF LOAN TO THAILAND FOR MEAT PROCESSING PLANT 


Mr. Passman. In Thailand, did we make a loan of $750,000 and 

we had approximately $2 million in local currency in that country / 

Mr. Dimon. We did make a loan in Thailand, but I do not 
know—— 

Mr. Passman. Is that not one case where instead of making a 
$750,000 loan we could have used local currency for the plant‘ 

Mr. Ditton. I think the loan was for foreign exchange and not for 
local currency. 

Mr. Passman. It was for the purpose of building a packing plant; 
was it not ¢ 

Mr. Ditton. Yes, but they had to import the materials to build 
the packing plant. 

Mr. PassMan. Some of them. They did not have to import the 
labor, did they ¢ 

Mr. Ditton. No, but I presume the $750,000 did not cover the whole 
cost. 

Mr. Passman. Let us find out. What is the total cost of the pack- 
ing plant? If we are going to make a loan for a packing plant we 
should know what it cost. 

Mr. Ditton. We would be glad to give you the full details on it. 

Mr. Passman. Maybe Mr. Murphy has it with him. 

Mr. Ditton. The whole story on this is that the total foreign ex- 
change cost of the project for labor, materials, equipment and tech- 
nical management services was $1,226,700. 

In addition, 19 million baht were required in local currency, all of 
Which was put up by some other source; the DLF financed $750,000 
of the $1,226,700 cost in foreign exchange. The rest of it was put up 
by two private concerns that were interested in making this equipment 
available. 

Mr. Passman. There was a question of needing the foreign ex- 
change. It was not a question of them not being able to put this up 
out. of Public Law 480 funds ¢ 

Mr. Ditron. That is right. They did not use Public Law 480 funds 
because they were able to use their own local currency. 

Mr. Passman. We could have built the plant, if we had been there 
to squeeze out a hard bargain, out of local currency ? 
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Mr. Dit1on. No, sir. Part of the foreign exchange cost is for tech- 
nical services, various equipment and material that had to come from 
abroad and labor for technicians from abroad. 

Mr. Passman. Since we are on this particular case, do you have 
your men go over their worksheets and establish the correctness of the 
estimate? In this one case, could you furnish the committee with in- 
formation ? 

Let us take this one loan over in that part of the world. What did 
it actually cost to build this plant, and what did they have to import 
in the way of materials? What part represented labor, and what en- 
gineers did they use? 

Mr. Ditton. DLF will have a full story on that for you tomorrow. 

Mr. Passman. We should like to look at it before it goes in the 
record. We may want to supplement it with information that we 
have, 

(The information requested follows :) 


DLF LOAN FOR MEAT-PROCESSING PLANT IN BANGKOK, THAILAND 


The DLF loan of $750,000 is being used to assist in the financing of a contract 
between A/S Atlas of Copenhagen, Denmark, and the Livestock Trading 
Corp. (Ltd.) of Bangkok, Thailand, for complete construction and assembly 
of a meat-processing plant in Bangkok. Under the contract, A/S Atlas will 
provide all the equipment, materials, tools, and services needed for the plant. 
The contract is of a turnkey nature and is being financed from the following 
three sources : 


RN RN cies bat ae as caw _ $750, 000 


A/S Atlas______- ti ; ici weiccntincnc: "nn 
Livestock Trading Corp. 


Total foreign exchange costs___.._____________-- Ba ae 1, 226, 700 
1 Suppliers’ credit repayable in 5 years. 


In addition, the Livestock Trading Corp. will cover all the local costs of the 
project estimated at 19 million baht ($900,000 equivalent). Inasmuch as this 
is a turnkey contract, the DLF loan finances only part of the total foreign ex- 
change costs. 

1. Question: What did the Thai meat-processing plant actually cost to build? 

Answer: The total cost of this project is estimated at $2,126,000, of which 
$1,226,700 is the estimated foreign exchange cost and 19 million Thai baht (equiv- 
alent of $900,000) is the estimated local currency cost. The project is not yet 
completed. 

2. Question: What imports are being financed under the DLF loan? 

Answer: Of the total foreign exchange cost of $1,226,700, $1,066,700 is being 
used to finance the importation of materials, equipment, and tools such as elec- 
tric hoists, bleeding conveyors, electric saws, moving tables, sterilizers, high- 
pressure washing units, singeing stoves, cookers, scales, heavy duty trucks, and 
water pumps. The remaining $160,000 will finance technical management serv- 
ices. The $750,000 DLF loan will assist in financing these foreign exchange 
costs. 

3. Question: What part of the costs of project is for labor? 

Answer: Labor costs for the construction of the meat-processing plant will be 
covered by the 19 million baht investment made by the borrower, the Livestock 
Trading Corp. Local labor costs are not being financed under the DLF loan. 
The only expenditures for personnel covered under the loan will be the foreign 
exchange costs of technical management services from outside Thailand provided 
by A/S Atlas for a 2-year period. The $160,000 for this purpose will finance the 
services of one chief packinghouse mechanic, one chief packinghouse veterinarian, 
one technical manager and four slaughtering end-product specialists. 

4. Question: Who is the engineer on this project? 
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Answer: The engineering for the project is being provided by A/S Atlas of 
Copenhagen, Denmark, the supplier, who is fully responsible for the assembly 
and construction of the plant, as well as its operation for the first 2 years. 


NUMBER OF INTERNATIONAL AND NATIONAL LENDING AGENCIES 


Mr. Passman. What is the present number of U.S. and interna- 
tional lending agencies in which we participate with funds available 
for loans to underdeveloped countries? How many different agen- 
cies can make loans? 

Mr. Ditton. In the international agencies ? 

Mr. Passman. International and national. How many agencies 
are we interested in ? 

Mr. Dirton. Not including the ones that we have no interest in ? 

Mr. Passman. No; just American and those to which we contribute 
capital. 

Mr. Ditton. We have the Export-Import Bank and the DLF, 
which are our two agencies; the World Bank, which we have an in- 
terest in; the Inter-American Development Bank, which we have an 
interest in; and there is the proposal to create a new International 
Development Association, which is now before the Congress and before 
other governments for ratification. 

The International Monetary Fund is not for development. purposes; 
it is not for underdeveloped countries: it is for monetary purposes. 

There is one other which I should mention, the International 
Finance Corporation, which is a subsidiary of the World Bank. 

Mr. Passman. There are about eight of them in total ? 

Mr. Ditton. IT come out with seven. 


INTERNATIONAL DEVELOPMENT ASSOCIATION 


Mr. Passman. This new one, the International Development. Asso- 
cation, will be to help underdeveloped countries through use of local 
currency ? 

Mr. Ditton. It will have a capital of a billion dollars of which $320 
million is due to come from the United States and about $450 million 
in hard currencies from various other countries; the remainder will 
he paid in local currencies by the underdeveloped countries which 
cannot afford to pay their full subscription in hard currencies. 

Mr. Passman. The Inter-American Development Bank can make 
loans with repayment in local currencies? 

Mr. Ditton. They have two operations that are quite separate. 

The regular bank cannot. They make loans repayable in hard cur- 
rency, but they have a subsidiary part. which they call a special fund 
which bears the same relationship to the Inter-American Bank that 
this new IDA would bear to the World Bank and it can make loans 
in local currency. It holds about one-fifth— 20 percent—of the capi- 
tal of the Inter-American Bank. 

Mr. Passman. Under your DLF, if you make a loan to country “B” 
and they are repaying in local currency, you could not take the local 
currency of country “B” and make a loan to country “C”, could you? 

Mr. Ditton. No. That would not be practicable. 

Mr. Passman. That really pins it down as a grant as far as I am 
concerned. 
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Mr 


Mr. Ditton. That is right if you approach it on that basis. ul 
Mr 


Mr. Passman. Does the administration support the proposed legis. 































































lation creating the International Development Association ¢ Mr 
Mr. Ditton. Yes, sir. Mx 
Mr 
RELATIONSHIP OF VARIOUS LENDING AGENCIES “a 
in th 
Mr. Passman. What effect will this new agency have on the opera- | unde 
tions of the DLF and the other organizations in the overall local } town 
currency accumulation ¢ Mi 
Mr. Ditton. It will make available more funds for development, Mi 
Tt will be a method by which our allies will take a greater share of } M1 
the burden of this effort than they have ever done in the past, and | was! 
naturally to the extent that it is available, there will be less need for M 
the DLF or purely American outfits to do the same job. more 
M 
EFFECT OF NEW ORGANIZATIONS ON DLF FUND REQUIREMENTS = 
Mi 
Mr. Passman. There is no indication that there is any let-up on the M 
amount of money requested for DLF on account of these new or gani- M 
zations coming into being; is there? It looks like the request is in. 
creasing. DISC! 
Mr. Ditton. No. The request is the same as it was last year. We 
have found, and it is our continued feeling, that the need this year 
will be greater than it was in the past. This is particularly true be | M 
cause of India’s requirements. ing 
We think that practically all of the increase will be taken care of } Mar 
by the additional amounts of funds that will come from other cow- It 
tries; therefore, we are asking for no more than we asked last year. La 
natio 
PURCHASES WITH LOCAL CURRENCY He 
Mr. Passman. Mr. Secretary, have you had many complaints from on 
foreign nations where we have made loans under the different cate- } tari 
gories that we were spending local currencies too rapidly, maybe on | porte 
souvenirs and such as that which we may take out of the country ? a0 
Mr. Ditton. I am not aware of any such complaints, myself, sir. a 
ina 
ORIGIN OF BUDGET EXPENDITURE REQUEST N 
Mr. Passman. Would you say that the expenditures for the foreign | °"! 
aid program are requested by the Congress or by the administration! M 
Mr. Dinton. The foreign aid programs are requested— Lwe 
Mr. Passman. No. Would you say that the expenditures for the | ™ 
foreign aid program are requested by the Congress or by the admin- | 
istration ? eae 
Mr. Ditton. Expenditures—I would say the funds are requested } ‘SP 
for expenditures by the administration and voted by the Congress. | ™ 
Mr. Passman. I have a letter dated January 26, 1960, Department doll 
of State, Washington, addressed to Mr. Horn, signed by Mr. Temple | ©" 
Wan: maker, Acting Director, Office of Public Relations, the second _ 
paragraph which reads: 2 ; 
Government expenditures are, as you know, requested by congressional action, “ie 


which refiects the wishes of the people of the United States, expressed by theif 
representatives. 
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Mr. Ditxon. I do not think that is very good English. 

Mr. Passman. Pardon? 

Mr. Dixon. I do not think that is very well expressed. 

Mr. Passman. Is he off base ? 

Mr. Ditton. I never heard of such a thing. 

Mr, Passman. He had better have a chat with some of them down 
in the executive branch if that is the way he thinks it operates. I 
understand there has been a little pressure for funds from down- 
town. 

Mr. Ditton. My guess is there have been about two lines left out. 

Mr. Passman. Let us see if there has been anything left out. 

Mr. Dimon. I think if he said what he probably meant to say it 
was requested of the Congress by the Executive. 

Mr. Passman. It would have been clear if he had put a couple of 
more lines in, 

Mr. Ditton. That is right. 

Mr. Passman. I thought you possibly meant it had been deleted. 

Mr. Ditton. No. 

Mr. PassmAn. I knew you would not imply that. 

Mr. Gary? 


DISCRIMINATION AGAINST AMERICAN PRODUCTS ABROAD AND FOREIGN 
COMPETITION 


Mr. Gary. Mr. Secretary, the editorial that I referred to this morn- 
ing was published in the Richmond Times-Dispatch of Monday, 
March 7, 

It reads: 

Labor unions have joined industries in protesting against “increasing discrimi- 
nation” against American goods, and the failure of our allies to reciprocate for 
postwar foreign aid financed by American taxpayers. So says Ray Tucker in 
today’s column. 

There is also increasing resentment against the migration of many American 
firms who have established production branches abroad to take advantage of lower 
tariffs, wages, and taxes. One of every four of the 611,000 “foreign cars” im- 
ported by this country were manufactured by European branches of American 
auto firms. 

About $9 billion of American capital reportedly has been invested in these 
oversea American enterprises. Labor economists estimate that this has resulted 
ina loss of between 500,000 and 600,000 jobs in this country. 

Now, so far as you know, are those facts and figures approximately 
correct ? 

Mr. Ditton. I would not have any way myself of answering that. 
[would have to check with the Department of Commerce. One state- 
ment in the early part of that article is incorrect, where it talks about 
increasing discrimination against our products. We have been very 
successful in the last year In reducing discrimination against dollar 
exports. I would say ‘that in the last 13 months or so since the begin- 
ning of last year somewhere between at least 75 and 80 percent of all 
dollar discriminations that were in effect a year ago have been re- 
moved. We have promises of further remov als during the course of 
this year which should bring that figure by the end of the year up to 
about 95 percent, so there will be only a very limited amount of dis- 
crimination remaining against our goods by the end of this year. It 
has been a very rem: arkable opening up and I think that is why our 
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exports have begun to increase again. ‘Those figures are from the De- 
partment of Commerce. I would have to check those with the De. 
partment of Commerce as to how many jobs have been lost in the 
United States because of this. 

Mr. Gary. The question in my mind is how are we going to meet this 
competition? Isn’t this going to very seriously affect our American 
economy if we cannot sell our products abroad and if our manufac. 
turers are moving out of this country and manufacturing products 
abroad and s sending them back for sale in the United States in com- 
petition with the products manufactured in this country ? 

Mr. Ditxon. I would think it would be very serious if we could not 
sell our products abroad. 

I do not think that is the fact. We are selling them abroad as of 
the moment in very satisfactory amounts. There was a remarkable 
increase of our exports in the month of January which is indicative of 
that. 

IMPORTS OF FOREIGN SHOES 


I have had brought to my attention, indicative of one item here, an 
article that appeared in the Washington Star last night which talks 
about imports of foreign shoes: these have increased ‘tremendously— 
something like a thousand percent over 1958—so that one of the lead- 
ing manufacturers of footwear here entered into negotiations with 
a rich Chinese family in Hong Kong to set up a shoe plant there. 
Much to their surprise, after they studied the matter very carefully, 
this company, which presently distributes over 30 million pairs of 
shoes in the United States, found out that they could make shoes 
cheaper in their new plants in the State of Mississippi than they could 
make them in Japan and Hong Kong; so they decided not to go 
ahead. 

It. really is a question of keeping ahead of the game with modern 
machinery and inventiveness and everything that we have been 
expert in. 

I think there will be certain things that we are at a disadvantage 
in but there will be other things that we can continue to sell in very 
substantial quantities. 


U.S. TRADE WITH WESTERN EUROPE 


Mr. Gary. You have a chart here dealing with U.S. trade with 
Western Europe which shows that in 1955 our exports were $4,300 
million, Our imports from Europe were $2.4 billion, In 1956 the 
exports were $5.3 billion and the imports were $2.9 billion; in 1957 
our exports were $6 billion and the imports were $3.1 billion: in 
1958 the exports were $4.7 billion, the imports, $3.3 billion; in 195? 
the exports were $4.7 billion and the imports were $4.4 billion, almost 
identical. There was only a $300 million difference between our ex- 
ports and our imports for the year 1959. That would indicate that we 
are losing our foreign market ; would it not? 


BALANCE OF PAYMENTS IMPROVING 


Mr. Ditron. Mr. Gary, certainly it is true last year, as I said 
earlier; we had a relatively bad year in our export business, Imports 
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increased because we had a boom here and our exports did not start 
increasing until late in the year, since the boom did not start abroad 
until a later date. 

All the projections we have this year show that. instead of a surplus 
of exports of only $1 billion, which is what we had last year—the 
smallest in some time—that we will have a surplus this year of some- 
where between $214 and $3 billion. 

That will be a great improvement and will undoubtedly show up in 
the figures that we will have for 1960, balanced off against Europe and 
against other regions, too. 































































vith 
B00 
the 
1957 
: in 
1959 
nost 
. ex- 
t we 
































TRADE WITH 





JAPAN 


Mr. Gary. We were in Japan last fall. We were told that the 
Japanese people in the field of electronics were making radio transis- 
tors for our American manufacturers. In corroboration of that after 
I returned somebody came into my office with a radio transistor bought 
under the trade name of one of the big manufacturers in America, and 
on the back of it was the well known inscription “Made in Japan” 
If our own manufacturers bring Japanese products over here and sell 
them to our people, how are we going to maintain our labor markets 
and standard of living in this country ry 

Mr. Ditton. We will have great difficulty unless we can sell more 
abroad than comes in in the form of imports. I am firmly convinced 
we can continue to do that and certainly an up-to-date record indicates 
that is what is happening right now. That is why we are planning to 
lay great ~ on our export program. 

As far a s Japan is concerned, despite the great increase last year, 
the total foaaie from Japan were only about. the equivalent of our 
exports to Japan. 

Japan, of course, is a very big market for U.S. products. I do not 
mean to say there isn’t a serious problem in certain items. Particu- 
larly in the case of Japanese products, where the wages paid are so 
much lower, we have to work with Japan to have a sort of a voluntary 
export quota arrangement. We have such an arrangement on a num- 
ber of items; for example, in the textiles field, in the field of stainless 
steel flatware, and woolen goods, tunafish and various other things. 

Mr. Gary. When does the reciprocal trade law expire ? 

Mr. Ditton. Two years from now, in June 1962 

Mr. Gary. The Congress will not have to consider that problem, 
then, this year? 

Mr. Ditton. No, sir. 


SITUATION IN LAOS 










Mr. Gary. What is the situation now in Laos? 

Mr. Ditton. The situation in Laos is that they are calling for new 
elections. There will be elections in Laos, in April, I think, to elect 
anew Parliament and to form a government under the regular system. 

Hammarskjold, as you know, went out there at the time of the crisis 
last fall and then sent out a special representative who has recom- 
mended a U.N. technical assistance program of some sort. out there 
with U.N. technicians and a continuing U.N. presence in Laos. We 
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think that is very helpful because the fact the U.N. will be on the spot 
is likely to prevent a recurrence of the invasion that took place last 
summer. The obvious attempt by the Communists to topple the Lao 
Government was not successful and we hope that as a result the situa- 
tion will stablize. 

However, it is always a problem because there is a very long 
border there. Laos is a relatively small country with a border that 
runs along North Vietnam—a much bigger country which is deter- 
mined one way or another eventually to extend the influence of com- 
munism in southeast Asia; Laos is one of their objectives. 

Mr. Gary. We were out there last fall and it appears that the situ- 
ation with reference to the rate of exchange between our currency 
and the local currency at that time had been satisfactorily resolved. 

Mr. Ditton. That is correct. 

Mr. Gary. Does that situation still prevail ? 

Mr. Ditton. Yes, sir. 

Mr. Gary. It is my recollection the exchange rate is about 80 kips 
toadollar. Is that not what they agreed on? 

Mr. Diiton. I think that is correct. 

Mr. Gary. That has stabilized the situation ? 

Mr. Ditton. The economic situation is better there for that reason. 
It has stabilized. 

Mr. Gary. What has been the reaction of the people against the 
Government on account of that stabilization ? 

Mr. Dirtxon. I do not think there really has been any. The Gov- 
ernment felt there might be some at the time and always resisted it. 
We always thought this was exaggerated so we kept pressing for it. 
I think we turned out to be right. As far as we have seen there has 
not been any reaction against the Government. 

Mr. Gary. There has been no recent disturbances of a military 
nature there ? 

Mr. Ditton. No, sir. The situation for the moment seems better. 

Mr. Gary. I think that is all. 

Mr. Passman. Mr. Alexander? 





AID TO UNDERDEVELOPED AREAS BY OTHER COUNTRIES 


Mr. Avexanper. Mr. Secretary, I was with the members of this 
committee when we visited most of the countries in the Near East 
and the Far East and some of the countries in Europe and I came 
away with the definite feeling that countries like Japan, Thailand, 
West Germany, England, many of the countries that we had been 
helping have progressed far enough that they should be helping us in 
a very definite way in regard to assistance and aid to underdeveloped 
countries. 

What if anything can we say definitely that they are doing that 
would possibly relieve us of obligations or spending of money that 
would assist in this grave problem ? 

Mr. Ditton. I think they are moving in that direction. Certainly 
the British have increased, as I said earlier, their foreign aid program 
substantially. They are increasing their defense expenditures this 
year fairly substantially—almost 10 percent. 
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The Germans have made a contribution toward the Indus River 
settlement of $30 million. They are coming here this week to talk 
with us about possible ways in which they can make more funds 
available for less developed countries. They sane to take a larger 
quota in the World Bank when its quota was increased and they also 
took a larger quota in the new International Development Association ; 
so they have put up extra money. 

In the case of Japan, they are carrying out their reparations pro- 
gram. They are also coming to join us in the meeting this week to 
se if they cannot, over and above that, begin to make funds available 
on a long-term-loan basis for aid purposes in southeast. Asia. They 
are also increasing their defense expenditures and gradually taking 
over some of the defense commitments we have in Japan itself. They 
are beginning to pay a larger share on their military assistance. They 
are also ine reasing their load. 

We will be furnishing, i in answer to the Chairman's request, some 
figures and a table on all these countries, but our general feeling is 
that they are all beginning to move. Some are moving much more 
rapidly and effectively than others. Some can do a good deal more 
than they are now doing, but movement is in the right direction. 


TOTAL AID BY OTHER COUNTRIES 


Mr. ALexanper. Would you venture a guess as to the amount all of 
these countries are contributing to economic aid 4 

Mr. Ditton. I would have to check that fairly carefully. I think 
it is well over a billion dollars. It would be up in the nature of a 


billion and a half dollars, something like that, I would think. 
Mr. ALExANDER. Do you think it will increase next year? 
Mr. Ditton. Yes; it ismoving ahead. 


EFFECT ON U.S. PROPORTION 


Mr. Atexanper. Do you think we can get some relief from the 
amount of requests that we have due to the assistance and aid that 
they are now giving and what we expect them to give later on? 

Mr. Ditton. Certainly our proportion of the load overall has de- 
clined and will continue to decline as their contributions increase. 
Whether it will be possible to make in the near future any very sub- 
stantial absolute decrease in the amount of funds that are required 
from the United States, I am far less certain. The demands overall 
have increased, What has happened is this increasing demand has 
been met by the i ee efforts of these other countries. 

Mr. ALEXANDER. I definitely think that they are not giving in pro- 
portion to what they are able to give and I think we ought to prod 
oa with every means at our command to get some assistance from 
them. 


OEEC AND CENTO PROGRAMS 


Now, Mr, Secretary, on page 7 of your statement, you have $20.5 
million, or 7 percent 1s proposed to be used for important. low-cost. or 
short-duration special activities in 12 countries, and in cooperation 
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with two international organizations, OEEC and CENTO. Just 
what is that to be used for and in what countries is it to be used ? 

Mr. Ditton. I can put this into the record. I will be glad to read 
it to you now. The $20,450,000 is made up of ———— of special assist- 
ance for technical cooper: ation support for Y ugosl: avia, $1,200,000 for 
scientific and technical personnel activities of the OEEC Productivity 
Agency, - - million for special assistance in ‘special projects in 
Nepal, of whic h transportation is the largest, ———— for air naviga- 
tional equipment to the United Arab Republic, —— for special 
projects in Yemen of which a road that is under construction is the 
largest, ———— for CENTO for air navigational aids in Ankara, 
Tehran, and Karachi, to improve air navigational facilities on that 
route, ———— for nonproject commodities to generate local currency 
for project support in Ethiopia, ——— of special projects and tech- 
nical cooperation support in Somalia, ———— of special assistance, 
mainly road projects in the Sudan, ——— of special projects and tech- 
nical cooperation support in Indonesia, ——— for roads, teacher train- 
ing, and vocational projects in the We est Indies, ——— for a public 
safety project in Brazil, — - for a public safety project in Guate- 
mala, and ———— for an engineering construction unit in Paraguay. 

These figures are classified figures because they are for future 
amounts. 

PUBLIC SAFETY PROGRAMS 


Mr. Atexanver. Speaking of the safety programs, what do you 
teach them about safety? What angle is there / 

Mr. Ditton. Police program. These are where you help them and 
teach them modern methods of police for maintaining order. 

Mr. ALexanper. It is an odd title, “Safety Program.’ 

Mr. Ditton. Probably we should change the title. The program is 
very essential. 

Mr. Gary. Will the gentleman yield? 

Mr. ALEXANDER. Yes. 


U.S. PERSONNEL SERVING ABROAD 


Mr. Gary. They have a good man from Richmond in Thailand 
on the safety project there. He was a former member of the Rich- 
mond police force. I met him in Bangkok. He is advising the Gov- 
ernment on organization of their police, and traffic, and law enforce- 
ment activities. 

Mr. Contre. Mr. Chairman, as long as he put in a plug for Rich- 
mon, we have an outstanding man in Laos, on the police force, from 
Massachusetts. He was a State policeman in Massachusetts. 

Mr. Passman. We have an outstanding man in Thailand, too. He 
is there because there is a good salary involved. I thank the gentle- 
man for yielding. 

Mr. Atexanper. I suspect that might be the main reason for most 
of them, particularly in Laos. 

That is all L have, Mr. Chairman. 

Mr. Passman. Mr. Gary ¢ 
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PURPOSES OF VARIOUS LENDING INSTITUTIONS 


Mr. Gary. Mr. Chairman, do I understand that IDA is a fund 
for international development whereas the Inter-American Develop- 
ment Bank is only for this hemisphere / 

Mr. Ditton. It is only for the Organization of American States; 
excepting Canada. ¢ ‘anada has never been a member of the Organ- 
ization of American States. I might say that Cuba has not joined 
the Inter-American Bank. All the other countries are members. 

Mr. Gary. Of both Central and South America / 

Mr. Ditton. Yes. 

Mr. PassMan. Mr. Montoya ? 

Mr. Montoya. Yes. 


PRESS ALLEGATIONS ON TRIP BY MR. SACCIO 


Mr. Secretary, it has come to my attention through the medium of 
ae press, of course, that there was quite a to-do about a trip made 
by Mr. Saccio on a world jaunt. 

Do you know anything about that ? 

Mr. Ditton. [ am not aware of it. I know he went to a Director’s 
ICA regional meeting in the Far East at Hong Kong and after that 
meeting was terminated, he went on and visited Laos and India and 
visited a couple of countries in Africa and then came back home. 

Mr. Monroya. I will refer you to an article that appeared in the 
Washington Post on February 20, 1960, which reads as follows: 


Here is one reason the White House will have a hard time getting Ike's 
request for $4 billion plus of foreign aid money from Congress. 

Recently L eonard Saccio, Acting Foreign-Aid Director and the man who helps 
administer what Congress appropriates, spent $56,000 on an airplane junket 
around the world for himself, his wife, and other International Cooperation 
Administration officials. 

Using a special Air Force plane, Saccio flew on a so-called inspection trip. 
He took with him Assistant ICA Director Alvin Roseman, Mrs. Roseman, and 
, dozen subordinates. Though Hong Kong receives no foreign aid from the 
United States, it was an important stop for the Saccio party. It is one of the 
best and cheapest shopping centers in the world. 


I will insert the rest in the record, but that substantially is the 
article, 
(The article referred to follows :) 


[From the Washington Post and Times Herald, Feb. 20, 1960] 


“Jorn ICA, SEE WORLD” 


Here is one reason the White House will have a hard time getting Ike’s 
request for $4 billion plus of foreign aid money from Congress. 

Recently Leonard Saccio, Acting Foreign-Aid Director and the man who helps 
administer what Congress appropriates, spent $56,000 on an airplane junket 
around the world for himself, his wife, and other International Cooperation 
Administration officials. 

Using a special Air Force plane, Saccio flew on a so-called inspection trip. 
He took with him Assistant ICA Director Alvin Roseman, Mrs. Roseman, and 
4 dozen subordinates. Though Hong Kong receives no foreign aid from the 
United States, it was an important stop for the Saccio party. It is one of the 
vest and cheapest shopping centers in the world. 

Simultaneously, the State Department, overall administrator of foreign aid, 
has refused to help find two tickets for the mayor of Konya, Turkey, on a people 
to-people visit to Torrance, Calif. The citizens of Torrance have worked out a 
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people-to-people relationship with Konya and are scheduling a big hands-acros 
the-sea celebration February 26. 

Trans World Airlines generously offered to fly the Turkish mayor across th 
Atlantic if it could get an OK from the State Department. Otherwise it woul 
be in violation of the international airlines agreement. But Henry Snowden 
the State Department official in charge of international air agreements, politely 
and firmly said, “No.” There were too many mayors of cities scheduled to visi 
the United States on people-to-people missions, he said, and he had to protect 
the airlines. 


Finally, after much hassling, the Defense Department ruled that MATS could 
carry the mayor of Konya from Turkey to New York. 

Meanwhile Acting ICA Director Saccio spent $56,000 of the taxpayers’ money 
on a special plane “inspection trip” around the world. The motto in Washing 
ton is no longer “Join the Navy and see the world,” but “Join ICA and fly roun 
the world in 30 days.” 

Mr. Ditton. I do know that Hong Kone is where they had this 
meeting. They have these meetings every vear. They hold them i 
different parts of each region. They have a regional meeting for mis 
sion directors in the Far East, regional meetings for directors i 
A frica, and in the Near Kast . the directors oft the regional offices fron 
Washington always go to these meetings. They are very important 
and useful meetings. This one happened to be scheduled in Hong 
Kong, so they did not go to Hong Kong for purposes of a vacation, 
I am not aware of the details of who went on the trip, but certainh 
I know this meeting served a very useful purpose. ‘There were par. 
ticularly successful results in Laos, they had some very successful dis 
cussions there. I would recommend that when he appears before you, 
vou ask Mr. Saccio to describe the trip and what happened. 

' Mr. Monroya. Let me ask you this: According to this article the 
party used MATS. Do you know what arrangements they make wit 
MATS for those trips and who pays the bill ? 

Mr. Dimon. That bill was paid for, I assume, out of the mutual 
security funds. This has been the case ever since the program has 
been established, that when large parties traveled they have use 
MATS airplanes because they are more convenient. About the only 
way you can travel to a whole lot of little countries and move a larg 
group of people very rapidly on a rapid schedule is MATS. 

Mr. Montoya. Why would they spend $56,000 on that trip 4 

Mr. Dinton. That must be the cost of the MATS airplane for th 
trip around the world. That was paid to the Air Force for the rent 
of the plane. They charge regular going rates for their aircraft. 

Mr. Montoya. Is it customary to take members of the family wh 
are not employees on these trips / 

Mr. Ditzon. It has always been customary to take the wife of the 
senior person who made these trips because they involve diplomati 
representation at places where one goes. W ives of Junior officials 
usually have not gone along. In this case, if apparently Mrs. Rose- 
man did go, it is something T have not heard of being done before. 

Mr. Passman. I think the chairman of the full committee forbids 
that expense to the Government. 


SPECIAL PROGRAM FOR AFRICA 
Mr. Monvoya. Mr. Secretary, I noticed an item here for Africa 1! 


the amount of $20 million. This item was not present in last year’ 
budget presentation, is that correct ‘ 
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Mr. Ditton. That is correct. 

Mr. Monroya. And then in developing the justification in your 
statement for this item, you state that it is mostly for training techni- 
cal personnel in skills and what have you. 


FUNDS FOR TRAINING FOREIGN STUDENTS IN UNITED STATES 


We have not developed this from the ordin: ary technical cooperation 
ispect of the program but I presume that there is also an item which 
includes an expenditure of funds for the training of foreign students 
within the United States. I do not know what is contemplated to 
he spent on that. Do you know? 

Mr. Dinton~. Well, do I understand you to mean for training all the 
people in the technical cooperation program in the United States? 

Mr. Monvoya. Yes. 

Mr. Ditton. We can get you that figure. This is not just for 
\frica. You mean everywhere / 

Mr. Monvroya. Yes: inthe other item separate ancl apart trom this. 
Last year Wwe had programed to tram 10,000 students totaling Dae 
million 

Mr. Ditton. Training for participants is shown in the worldwide 
book. It indieates a requested fioure for 1961 of S380.SST.000 as 
against a figure last year of $26,629,000, That is under technical co 
eration. That is part of the technical cooperation request, world 
wide. 

Mr. Monvoya. Why couldn’t you absorb this training under that 
category in the other item of the budget request ¢ 


CHARACTER OF SPECIAL PROGRAM FOR AFRICA 


Mr. Ditton. As I said when Mr, Passman first brought that ques- 
tion up, this is very closely related to technical cooperation and it 
probably could have been at least partly put in the Technical Coopera- 
tion Program on a regional basis if we had wanted to instead of put 
ting it this way. 

However, it. does have in it a somewhat larger component of mate- 
rials, commodities, and equipment to do the training on the spot than 
is ordinarily the case in technical cooperation so in that case there 
would have had to be some funds for that purpose in special 
sistance, 

We thought it was better to lump the whole thing together in one 
place so that the committee could see what we were try ing todo. It 
is very much akin to technical cooperation. That is correct 


RUSSIAN AID COMMITMENTS 


Mr. Monroya. Going to another item. since I have been on this 
committee, I have been at a loss to find out how much the Russians 
have committed to these different countries, what the nature of those 
commitments has been, what the duration of those commitments has 
been. and the installment character of the same. 

I know vou do not have this information here, but could you supply 
this committee for the record the Russian commitments that have been 
made and that are still open 4 
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Mr. Ditton. We can supply very full particulars on that and w4 jegotia 
W il] do SO, harter 
(The information requested follows :) negotia 
ments 
NSino-Soviet bloc credits and grants extended to less developed countries of the Fr§ ploe ne 


World! (Jan. 1, 1954—Dec. 31, 1959 their ¢] 


{In millions of dollars] 





| 
Area and country Total 2 Economic | Military 
I ate a i lh caine et 3, 234 2, 454 7 
Middle East and Africa..........-. ee : . en ieee 1,704 1, 088 6 
Afghanistan ba ne 5 te areata tate Seiiiee 252 4 
a ie 112 112 — 
INE: ck elbsakilad st itp Wate te acm. des etieiondess 4 41 
a a 6 6 
i a _ ‘ 257 138 
Turkey piece ee 7 . 17 17 
United Arab Republic 
NS i oe ee 653 338 3 - 
Syria Be ae 304 177 A g 
Yemen 60 43 
South and southeast Asia_ ‘ 1, 308 1,145 
Burma... picneues bi che saabnc ; ame 12 12 By 
Cambodia = 34 34 ¢ . 
Ceylon ae io ; ‘. " 5S 58 It 1s 
India ee esis Haste 773 773 been 
Indonesia_ 7 : ae 411 248 lt ig 
Nepal. ___- PEE a eae ce 20 20 This 
proje 
Europe... ied 116 116 sumi 
Iceland ; 5 5 _— 
Yugoslavia 111 111 may 
—_—— Ab 
Latin America....._-__- adams ane J ns 106 ; 106 __ = mont 
Argentina____- ALINE RE ees a 104 104 surv 
Brazil_._.. en ieieeem Meee od i . 4 2 2 part 
— a a — — —___—__ oo com) 
1 Because of rounding, figures may not add to totals. acre 
* Total aid by years is as follows: 1954, $11 million; 1955, $349 million; 1956, $671 million; 1957, $280 million rate 
1958, $1,003 million; 1959, $921 million. uled 
* Includes emergency food grant of some $3 million to Pakistan. a 
for « 
Of the $3.2 billion in cxwedits and grants extended by the Sino-Soviet blo = 
to the less developed countries through December 31, 1959, $780 million repre- aoe 
sents military assistance. Of the $2.5 billion in economic aid, the greatest part a 
is accounted for by major lines of credit for industrial plants and engineering “a8 
. : : . : : : : : a 
projects including technical assistance in their construction and operation D "1 
Assistance in the form of commodities has played a minor role in the bloc aid 


program. The U.S.S.R. alone accounted for $2.4 billion of total bloc assistance tn 
through December 31, comprising $2.0 billion in commitments for economic : 


grants and credits and the balance in military assistance commitments. _ 
The terms of most bloe credits follow the same pattern. The interest rate a 
is generally set at 2% percent annually with repayment in 12 annual installments nm 
beginning 1 year after the completion of the projects financed by the credit. co 
Repayment is to be made in convertible currencies or commodities as negotiated : 
annually by the two countries concerned. The principal exceptions are a $100 _ 
million credit to Afghanistan where the interest rate is set at 2 percent, the = 
first payment is due in 8 years, and repayment is to be made in 22 annual install- = 
ments in Afghan export goods; and a $100 million credit to Indonesia which - 
provides that the first repayments are to be made 3 years after the use of the = 
credit. Cy 
Many of the major bloc credit agreements provide for future negotiations to 
establish lists, prices, and quantities of goods to be delivered in repayment. : 
There has been little experience as yet in the repayment of these credits. Wheb 


the bloe enters the commodity markets of the less-developed countries the prices 
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negotiated generally approximate going world market prices. In fact, some 
barter agreements stipulate that world market prices will govern. Prices 
negotiated for supplies and equipment furnished under the bloc credit agree- 
ments are more difficult to compare, but available information indicates that 
ploe negotiators try to use prevailing free world prices as a guide in assessing 
their charges as far as practicable. 


Drawings on Sino-Soviet bloc credits and grants, 1954-59 
{Millions of dollars] 
Total credits and Economic Military 
grants 
Year . 5 : ~ 
Extended! Drawn |Extended| Drawn |Extended| Drawn 
tal as of Dee. 31, 1959 3, 235 1,275 2, 455 i9 780 726 
454 il 0) 11 
349 13 149 3 200 10 
et Aas HU6 360 504 103 102 258 
1957 280 166 227 Ss] 53 8&5 
Pe tinsedatdcicnendcuend 978 350 5AY 202 $18 147 
1954 - e 922 386 91 160 rr 226 


By the close of 1959, about $1.3 billion in bloc aid had actually been delivered. 
It is estimated that 90 percent of bloc military aid or about $725 million has 
been utilized but only 22 percent of bloc economic aid or about $550 million. 
This is to be expected in light of the complicated industrial and engineering 
projects being financed under bloc credits which require detailed and time-con- 
suning preliminary planning and surveys. In addition, many types of projects 
require extended construction periods, with the result that most of the drawings 
may not occur for as long as 2 to 4 years after actual work is initiated. 

About $1.2 billion in new economic credits has been extended in the last 9 
months, so naturally many major projects are only in the preliminary study or 
survey stage. Nevertheless, by the close of 1959, the Bhilai steel mill was in 
partial operation and earthmoving had started on the mammoth Aswan high dam 
complex. In general, the Soviets vigorously push the implementation of their 
agreements and often press the recipient country to take action to speed up the 
rate of utilization. In any case, drawings under bloc credits are generally sched- 
uled over a number of years. In the case of the recent Soviet credit to Indonesia, 
for example, the program will extend over 7 years. 

Major bloc projects completed include a flour mill-bakery in Afghanistan; 
radio transmitters in Iraq and Cambodia; cement plants in Afghanistan, Egypt, 
Syria, and India; sugar refineries in Egypt, Syria, India, and Indonesia ; power- 
plants in Turkey, Egypt, and Iceland, an oil refinery in Syria; a coal-washing 
plant in Argentina; and a tire plant in Indonesia. 

The Bhilai steel mill in India; a hotel, technological institute, and hospital 
in Burma; and a hospital in Cambodia are expected to be completed in 1960. 
Among the projects under construction are hydroelectric and irrigation projects, 
roads, tunnels, and airfields in Afghanistan; a road, port, and airfield in Yemen; 
textile, plywood, and paper factories in Cambodia; and a thermal powerplant in 
India. Dozens of other bloc projects are now being surveyed prior to actual 
construction. 

A series of large-scale credit agreements in the first 3 months of 1960 has 
raised the total of bloc assistance to at least $3.8 billion. Soviet aid committed 
since January 1 exceeds $540 million, and offers from the satellites which are 
under active consideration amount to $60 million. The principal Soviet agree- 
ments this year are an additional credit of $187 million for the Aswan Dam, a 
$250 million credit to Indonesia for industrial development, and a $100 million 
credit to Cuba, the first from the block, for industrial and agricultural projects. 
Czechoslovakia has offered Iraq a $30 million credit for small industrial projects 
and Poland has offered India a $31.5 million credit to finance various industrial 
installations. 


Mr. Passman. Will the gentleman yield ? 
Mr. Monroya. Yes. 





230 


REASONS FOR CLASSIFICATION OF TESTIMONY 


Mr. Passman. Would you put it on the record, and if we are not in 
agreement we shall have a little meeting one of these days and decide 
why it should not be recorded. You have a big hotel over in Burma. 
We asked the new Inspector General here for some information—] 
think I am correct on that—and it was classified. It came down here 
as a great, big hotel sticking up inthe air. It was classified that they 
were building that hotel. 

Mr. Ditton. What is classified, Mr. Chairman, is our estimate of 
what has been drawn down and expended. We have obtained those 
estimates through sources that we cannot reveal because they do not 
publish those figures. The figures on what they have expended are 
unclassified. We can give you that. When you ask how much they 
have expended we can give you our best estimates, which have grown 
from our best intelligence sources. 

Mr. Passman. Can they go into the record? Then we can take 
them out. 

Mr. Ditton. That will be all rielht. 

Mr. Monroya. | would like to have that data reflect the nature of 
the commitment because it is my feeling that most of | ads commit- 
ments are parallel to the situation in Cuba, where the Russians com- 
mitted S100 million over a 10 vear period and there is no re payinent 
except in sugar, not in hard currencies. I would appreciate it very 
much if you can furnish me that type of information so that we ean 
evaluate it in its proper perspective. 


PATTERN OF RUSSIAN AID OFFERS 


Mr. Ditton. I would be glad to do that, but these commitments 
follow a very general pattern which I can describe here. They are 
almost all the same. They are loans that are generally for expendi- 
ture over a period of time sometimes 5, 6, 7 years; sometimes there 
is no particular time period—but they have to pick the projects and 
it always takes further time to spend the funds. Generally, almost 
universally, such loans are for 12 years, with repayment to commence 
after the project is completed, whenever that may be. 

Actually, the average loan may run from the time they are an- 
nounced and committed for 16 or 17 years; it may be 13 or 14 years 
from the time money begins to go into the project, but 12 years from 
the time the project is finished. They carry 214 percent interest. and 
they are repayable generally in either hi ard currency—sometimes dol- 
lars—or in commodities or local currencies of the « ‘ountry concerned, 
with the right of the Soviet Union to sit down each year with the coun- 
try, when it comes to the repayment period, and negotiate out the 
details of the repayment for that particular year. 

This makes it difficult. to foretell what is going to happen since the 
Soviets have not reached the repayment period since they have been in 
this business, and whether they are going to finally request repayment 
in hard currency or in commodities, we don’t know. The case of Cuba 
it is rather easier than most because Cuba has the sugar and the Rus- 
slans can get it. 
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Mr. Monroya. Most of these other transactions are more or less 
bankers’ loans where they receive a quid pro quo which inures to the 
benefit of their country materially ? 

Mr. Drrton. If they actually receive payment in the end. It is my 
personal feeling that when the time comes for negotiation of some of 
these repayments it is going to be very difficult for some of the less 
developed countries, and the Soviet Union will probably forgive a 
portion, at least, of the loan for political purposes and thus get a dou- 
ble political benefit. 

That is their primary point. 


RUSSIAN AID TO CUBA 


Mr. Monroya. But there is nothing speculative about the Cuban 
ransaction,. 

Mr. Dittox. The Cuban one: no. 

Mr. Monroya. I presume there are other parallel transactions in 
other parts of the world where they are getting materials produced 
n the country and importing those materials to Russia and oiving 
credit to these countries on the loan transactions into which they 
have entered / 

RUSSIAN AID TO ETHIOPTA 


Mr. Ditton. One ca ) particular I have in mind which I think 
might be difficult is Ethiopia, where they made $100 million available. 
[t would be very difficult for Ethiopia to find products that would 
easily pay that loan off. I just do not know what will happen. 

Mr. Monroya. Do you know of any situation where $. ussia has fol- 
lowed the DLF technique of lending money and having the payments 


revolve around in the country in loeal curreney 7 
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RUSSIAN GRANT TO AFGHANISTAN 


Mr. Ditton. No. They have made a few grants in a certain few 
eases. They have made grants in Afghanistan. The Afghans said 
they did not want any more loans. The Soviets said, *We will make a 
srant to you.” 

Mr. Monroya. How much of a grant did they make ¢ 

Mr. Dirnon. It was to build a road at a cost of, I think, some $50 
million. I would like to cheek that heoure and furnish it later. 

(The information requested follows :) 

The Soviet Union made an agreement with Afghanistan in May 1959 which 
appears to provide, on a grant basis, $80 million for a 470-mile road as well as 
auxiliary projects including an airport. 


COMPARISON OF RUSSIAN AND AMERICAN LOAN REPAYMENT POLICIES 


Mr. Monroya. Couldn't we do the same thing with these countries ? 
Could we not have them pay in goods produced instead of letting our 
payments flounder around as local currencies without the benefit of 
use ? 

Mr. Ditton. The advantage of our system is the fact that we have 
repayment in local currency. The Soviet advantage is that they charge 
un interest rate which bears no relation to the cost of money any- 
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where else in the world and therefore make their loans very attrac. 
tive. They charge only 214 percent interest. We charge a higher rate 
of interest because we teal ‘the loan should be in some measure rel: ated 
to money rates in other parts of the world. 

Mr. Monroya. But we can charge 20 percent interest or usurious 
rates and still we won’t be able to use them in this country. 

Mr. Dixon. I think the real problem there, Mr. Montoya, is that 
we make similar loans to the kind you are describing through the Ex. 
port-Import Bank and the World Bank. We expect them to be re 
paid. If they are not repaid, there will be a real problem. I do not 
think the Soviets have any such care. It is with the greatest of ease 
that they can negotiate these loans and change them at any time, 
They have done so in the case of their postwar debts from Austria 
and Finland. When it sine their political purpose they have beer 
ready to write off large amounts of t] “cs and they have done so. | 
think they will do the same thing here. I do not believe for a moment 
that all of these loans that the Soviet has made available will ever 
be repaid. 

RUSSIAN WRITE-OFFS IN FINLAND AND AUSTRIA 


Mr. Monroya. How much have they written off in Finland? 

Mr. Ditvon. I think it is several hundred million dollars, but J 
would be glad, again, to furnish you with that figure and also for 
Austria. 

(The following was subsequently furnished for the record :) 

Austria reached an accord with the U.S.S.R. in July 1958 calling for a 5¢- 
percent reduction in annual deliveries of crude oil under the petroleum repara- 
tions agreement of 1955, beginning January 1, 1959. Since this reduced the 
annual shipments Austria was required to make from 1 million to 500,000 tons 
for the duration of the agreement (1959-65), this writeoff amounts to the 
equivalent value of 3,500,000 tons of crude oil. 

The Soviet-Finnish Peace Treaty of 1947 called for Finland to pay the U.S.S.R. 
reparations in kind to the amount of $300 million over a period of 6 years. This 
was later reduced to $226.5 million over 8 years. Another agreement was reached 
June 30, 1948, by which the U.S.S.R. canceled half of the balance outstanding 
at that date. The balance that was outstanding is not known but the amount 
canceled would seem to be something over $100 million. 


Mr. Monroya. Then, too, we have to take into consideration that 
they stripped Finland of all their machinery and everything else. 

Mr. Ditton. That is right. They did the same in Austria. Then 
they had a commitment for further reparations. 

Mr. Monroya. This is probably compensation which is born of 
repentance. 

Mr. Ditton. I do not think the Soviets have repentance. I wish 
they did. 

Mr. PassmAn. Would the gentleman yield ? 

Mr. Montoya. Yes. 


SUGAR PRICE IN CUBAN LOAN AGREEMENT 


Mr. Passman. With respect to this Cuban loan and the repayment 
in sugar, is it true that they did drive a very hard bargain as to the 
price of the sugar? They are going to get the sugar at a lower price 
than Cuba had been accustomed to receive for sugar ? 

Mr. Ditton. That is correct. 
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Mr. Contr. World market. 

Mr. Ditton. They took the world market price. 

Mr. PassmANn. Which is a figure 2 cents per pound below what 
Cuba has been accustomed to getting. 

Mr. Dinton. From the United States? 

Mr. PassMAN. 1 am talking about from the United States. 

Mr. Ditton. Yes. Cuba has always sold about 40 percent of her 
crop on the world market. 

Mr. Passman. But if they do take a part of the 60 percent that 
comes to the United States and divert it to Russia 

Mr. Ditton. They are not going to do that. That is not their 
idea. They are going to sell the other part. 

Mr. Passman. I do not know what the idea is. I do know it is 2 
cents below what we are paying them. 


REPAYMENTS TO RUSSIA IN DOLLARS 


You mentioned Russia being repaid maybe in collars. If Russia 
is receiving dollars in repayment of the credits extended to these un 
derdeveloped countries, they are squeezing them dry on what they may 
produce, either in merchandise or dollars; and here we are taking 
something that is not worth anything more than a bushel of cabbage 
to our own economy. What kind of predicament does that put us in 
if we find they are exacting dollars in repayment ot loans and we are 
taking local currency and spending it in a nation? We should check 
into that, inasmuch as you mentioned repayment in dollars. 


RUSSIAN LOANS EXPRESSED IN RUBLES 


Mr. Ditton. In some of their earlier loans they were expressed 
dollars, but that is not the case anymore. At the present time the 
Soviets express all their loans in terms of rubles. 

Mr. Gary. Will the gentleman yield ? 

Mr. Montoya. Yes. 

Mr. Gary. The Cuban agreement was not supposed to be an aid 
program. That was a trade agreement, was it not ? 

Mr. Dition. It was both. It comprised two things. They agreed 
to buy a certain amount of Cuban sugar every year and to pay for 
it with Soviet equipment and also in dollars. A certain amount of 
it they agreed to pay for in freely convertible currencies. 

In addition to that, they made an aid agreement for $100 million 
of long-term loan assistance to Cuba of the nature that they make 
to other countries. So there are two separate agreements that they 
have signed at the same time. 


LATIN AMERICAN SUGAR QUOTAS 


Mr. Monroya. Let me ask you this question, Mr. Secretary: I have 
been to several Latin American countries, and the biggest source of 
agitation in these particular countries which I will mention, namely, 
Peru, Costa Rica, El Salvador, is the fact that they need a bigger 
quota in sugar to implement their economy. They are not too de- 
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-irous of getting these free grants and some of these loans for safety 
programs or the like. 

I have checked into this matter and it is my feeling that the De 
partment - State has not stressed its attention to the possibility 0] 
granting greater quotas to these countries out of the available increas 
in consumption which occurs yearly within the United States. 

What dist ‘USSIONS or polici ies have surrounded the State Department 
nlone these lines? 

Mr. Ditton. That is an interesting and important question. As 
long as their share of the quota is supposed to come out of the 
steadily increasing consumption of the United States, we have t 
face the fact that we are also dealing with American producers: 
there are strong representations that are pressed through the Depart. 
nent of Agriculture to @ive a large portion to the American sugar 
crowers—the sugar beet growers and the su mur cane growers. 
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quota, and it does not take into consideration the domestic consump: 
tion. Whi couldn't we do some thing for the little cow tries / 

Mir. DiLLon. You mean take it away from Cuba / 

Mr. Monroya. No. Increase the quota to these little countries out 
of the increased constunption that occurs every vear here im. the 
United States without taking anything away from Cuba. 

Mr. Ditton. I do not quite understand this, The way the thing 
works, as | understand it, is that 2 the foreign quotas are allocated 
and there is no way to allocate a greater percent to any country with- 
out taking it away from Cuba, hi ch is the largest producing coun: 
try. Wi e ‘did that in 1956 to some extent. 

Mr. Monroya. Perhaps I did not lay the proper premise so that you 
could answer me directly, but supposing that the quota for Cuba isa 
certain number of tons of sugar this vear. For the purposes of illus- 
tration and for the purpose of the pore mise, 500,000 tons. Now, the 
increase in consumption this year will be 1 00,000 tons in this country. 
That is an accurate estimate. Why could not we, out of this increased 
consumption requirement, extend the quota and increase the quota 
of those other smaller countries ? 

Mr. Dittonx. Congress could do that, of course. 

Mr. Monroya. Congress could do that, I understand. JI understand 
the State Department is opposed to doing it. 


PROVISIONS OF NEW SUGAR LEGISLATION 


Mr. Ditton. Sugar legislation which has not yet come up does not 
specifically provide for any change in the quotas; but it will provide 
for flexibility in moving allotments between one country and another: 
as I understand the reason for that, the Sugar Act provides that these 
excess quota amounts as they become available are _ ided among the 
existing countries receiving shares of the quota. Cuba has a pro- 
prietary interest in this extra amount under the present law. A 
change in that arrangement would involve a major question of foreign 
policy. Maybe we should make a change at this time. We have felt 
this was not quite the moment to make such a change which, compared 
to the past law, would be at the expense of Cuba. 
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IMPACT OF FOREIGN AID ON FOREIGN TRADE DEFICIT 


_ Contre. This morning we discussed the balance of payments. 
wk < not the great bulk of our aid expencli itures result in American ex- 
norts so if there was a total elimination of this budget for foreign aid 
the im pact on our fore ion tre ade defiel lt woul | be almos tne liable ? ; 

Mr. Ditton. I think it would not quite be almost negligible. I 
think that there would be some impact. It would not be significantly 
arge. Out of our 83.8 billion expenditures in the last year for total 
mutual security programs, someth ing in the neighborhood of $1 bil- 


lion was inith: ill spent abroad. This was compensated for to the 
extent of acti $350 million worth of dollar purchases of spare parts 
md things of that nature in the military assistance program which 


would have not thes made if there had not been such a program. 
These purchases represented extra exports and extra dollar sales for 
the United State Ss. SO the net effect amounts to something like SOHOO 
million in the first instance. 

Now, as the chairman pointed out, many of these funds move from 
one place to another and are used eventually for purchases from the 
United States indirectly, so that it is hard to tell their amount. You 
would have to make an estimate. After making a guess what would 
be left would be something considerably less than $600 million. 
Maybe $300 million, or something of that nature. 

Mr. Conve. I notice the Economie World said they would come out 
with a defieit of about 8490 million. 

Mr. Ditton. That is somewhat similar to my figure. 

Mr. Contr. Therefore, it would follow the more foreign aid you 
would have the more exports you would have? 

Mr. Ditton. A large part of it is on that basis. Certainly that is 
true in the case of the miulitary assistance program. 

Mr. Conre. About 90 percent is purchased here in the United 
States ¢ 

Mr. Ditton. Yes. 

Mr. Gary. A large part of the farm program was, too. 

Mr. Ditton. Oh, yes, all of it. 


COMPARISON OF FOREIGN AID WITH OTHER PAYMENTS ABROAD 


Mr. Contre. Is not your foreign aid small in comparison with our 
other payme nts abroad such as growing imports, large expenditures to 
maintain our oversea troops and bases, the amount spent by Ameri 
can tourists and private investments abroad / 

Mr. Ditton. It is very small. As T say, the total expenditures 
abroad under the mutual security program are not over $1 billion, out 
of a total U.S. expenditure abroad of nearly $25 or $30 billion. 


U.S. GOLD RESERVES 


Mr. Contr. It has been stated we have about $19 billion in gold 
reserves. 

Mr. Ditton. Yes. 

Mr. Conrr. Our liabilities to the foreigners are much smaller than 
the evold reserve that we have at the present time: is that not SQ 4 
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Mr. Ditton. Well, we have about half the gold in the free world at 
the present time, and no one can say that our gold reserves are in a 
difficult position worldwide, when we have half of the reserves of the 
world. There is, as the chairman pointed out, about $8 billion in for- 
eign government deposits here that have the right of withdrawal 
under our present system. There is a similar amount in private hands, 
a part of which could be readily transferred to Government accounts, 
and subsequently drawn out. Part of it would be more difficult to 
draw out. That is hard to measure. Our currency is now a reserve 
currency, as the Secretary of the Treasury has often said. We are 
sort of like a banker. In any bank I know of if all the depositors 
wanted to take out all their money at once, the bank would not be in 
very good shape. It isa question of keeping confidence, and we are 
exac tly in the same position. 

The British run another international currency with a gold reserve 
of only about a quarter of their liabilities, whereas we are still exceed- 
ing that. 

Mr. Contre. The British successfully managed the world’s gold for 
a century with liabilities more than her gold? 

Mr. Ditton. That is right. 

Mr. Conte. As an international banker the United States is ina 
fairly good position ? 

Mr. Diniton. A very good position at the present time. 


BUY AMERICAN POLICY 


Mr. Conrer. I was interested in regard to the “Buy American” 
policy. Would not this cost the underdeveloped nations a lot more 
for their projects? 

Mr. Ditx10n. It will cost them somewhat more. For the type of 
projects we lend to, U.S. costs for some things are fully competitive, 
for other things like steel the costs are not fully competitive. It is 
difficult to make an estimate overall. It might increase cost some- 
where in the neighborhood of 20 percent, I would say. 

Mr. Conre. Does not this come at a very in: ippropriate time when 
we Americans are asking the other countries to end import quotas and 
high tariff barriers which are aimed at American goods? It might 
stiffen their vertebra against lowering their quotas and raising high 
tariffs. 

Mr. Dirii0on. We have not had that reaction. T have seen that com- 
ment, but I have never had it from officials of the foreign countries 
concerned. They seem to think as we do that trade is one thing, under 
the reciprocal trade program they are under obligation to remove 
discrimination as soon as their currency is convertible at a fixed rate 
and they are living up to it. They would naturally prefer we did not 
have this sort of provision on the DLF, but one of the main reasons 
we agreed to put in this provision was that we felt that a number of 
these countries particularly a number of the countries on the continent 
of Kurope—were able to extend long-term credits, of a development 
nature themselves, and they were not doing so in adequate amounts. 
We thought that by a provision like this, if they wanted to continue 
to help in the development process and make their goods available, 
they would have to finance them themselves, and they were financially 
abletodoso. I think that this has had the desired result. 
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In the case of Italy and Germany, I think they are now trying to 
develop machinery for making funds available on a long-term basis, 
more so than they have in the past. 


EFFECT OF SUEZ CRISIS ON BALANCE OF TRADE 


Mr. Conve. A lot of comparisons have been used on this balance of 
trade. Was not there a great variation from 1957 to 1958 and 1959 
because of the Suez crisis? 

Mr. Ditton. We had very extreme variations. We had a remark- 
ably favorable balance in 1957 as a result of the Suez crisis, and then 
subseque tly there was a drop-off to make up for that. 

Mr. Contr. We had a recession here. 

Mr. Ditton. We had a recession, and a difficult time last year. I 
think 1960 wiil be the first time we will have a more stable and normal 
year. 

BUY AMERICAN POLICY 


Mr. Conve. Getting back to Buy America, what troubles me in 
some aspects is I feel that we are removing an important distinction 
between United States aid and Soviet Russian aid, which ties all of 
its credit into Buy Soviet. 

Mr. Diutxon. There is no doubt that propagandawise it was more 
effective when we did not have this provision. 

Mr. Ruopes. We appreciate your presence and all the fine informa- 
mation we have had today, as we always get from you. 


PARTICIPATION OF YUGOSLAVIA IN MUTUAL SECURITY PROGRAM 


The first question I would like to ask is concerning the participa- 
tion of Yugoslavia. I note Yugoslavia is in for special assistance, 
technical cooperation, and the Development Loan Fund. I do not 
know what the total dollar assistance is. I note in technical coopera- 
tion it is proposed at $38 million, which is up $1,300,000 over last 
year. How much are they asking for under the Development Loan 
Fund for Yugoslavia 4 

Mr. Ditton. The Yugoslavs have a number of projects to which 
we could make funds available. We work on a project basis. They 
do not ask etn van Loan Fund aid on an annual basis, What 
we have done in Yugoslavia is to phase out special assistance pro- 
grams as such ae all that remains is the technical assistance pro- 
gram with small special assistance components to provide equipment 
and material that we cannot supply under the criteria of technical 
cooperation. We used to have a regular special assistance program 
whereby we would send them commodities, coal, and things of that 
nature. We do not do that any longer. We are not proposing to 
finance commercial imports at all in the fiscal year 1961 and a special 
assistance of this variety will be terminated as of this year. 

Mr. Ruopes. What is your relationship with the Yugoslavs now. 
Is it better than it was? 

Mr. Ditton. At the present time it is quite friendly. They are 
making a steady effort to develop closer trade relations, closer eco- 
homic relations, with the West and with Europe in particular. 
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We are finding that they have opened up their country more and 
adopt ted me ‘thods thi: it are more akin to our own as this woes Oli. We 
hope this will continue. 

Mr. Rutopres. Have they completely communized the country ¢ 
Have they done av wy with the small farms and businesses ¢ 

Mr. Ditton. Oh, no. They have a erent many small farms. They 
e rly gave up this effort to force their people into large cooperatives, 
and as a result they have done a little better in agriculture than some 
of the other satellite countries that tried to maintain that policy. Of 
course, Yugoslavia is not a satellite. They do have small business 
enterprises, too. 

Mr. Ruopres. Actually, so far as the practice of the ideology is con- 
cerned, t hey are very mu lh heretic 

Mr. Ditton. They are particularly heretic because they do not 
recoenize at all two things: (ne, the supreme position of Moscow in 
all the Communist world, ana, seco! ndly, the fact threat iInevitab ly there 
Nhe is to be a clash, « ra vietory between eith wer COMMUNIST OF ¢ apital sii. 
They really believe that they ean go on minding their own business 
an ule an get along with other countries of the ¢ apit: alistie world. They 
do not try toe xploit their philosophy in any way. 

Mr. Riopes. They feel then they can ti ailor make an ideology for 
the peop le instead of fore ing an i deology on t] 1e people ¢ 

Mr. Ditton. That is right. That is why it is possib le for the West 
to get along with them. That is where their communism is totally 
different from the Soviet brand, which is trying to force itself on the 
rest of the world. 
AID FOR POLAND 








Mr. Ritopes. Is there any money in this bill for Poland / 

Mr. Ditton. There is no money specifically provided in the bill 
for Poland. There never has been. We have funded Polish pro- 
grams whenever we have had them out of the contingency fund be- 
cause we have never been certain that we were going to have one. We 
look at the situation in Poland as it goes, and from time to time we 
have had such programs, but very small ones. Recently they have 
been almost entirely Public Law 0) programs, 

Mr. Ruopes. What is the prognosis this coming year as far as Po- 
land is concerned? Do you think there will be a Polish program ? 

Mr. Ditton. There may be. There was a program of $6 million 
for fiscal year 1959. We have nothing progr: er so far for this year 
and nothing programed for 1961. We have been negotiating with 
the Poles since the beginning of these programs to try to reach an 
agreement on repayment of American claims for properties that 
were nationalized in Poland after the war. We have made consider- 
able progress in that regal d. Weare close to agreement on the overall 
figure but we have to still negotiate terms of repayment, the interest 
rate, details of an agreement, which probably will take considerable 
negotiating. 

I am not certain whether it will be successful or not. We cannot 
be until it issigned. If we get such an agreement it may well be there 
will _ A star small program at that time. Whether that will be 
this ye: r the next year, would be beyond my ability to say. 
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Mr. Dinwon. I think that I will have to defer to the Defense De- | you | 


partment to describe that tomorrow, or when they come in. very 
prog 

JURISDICTION OVER MILITARY ASSISTANCE PROGRAM M 

qaone 

Mr. Ruopes. You do administer a revolving fund? M 
Mr. Dixon. It is a part of the Mutual Secur ity Program, but it is} we h 
in the Defense Department. It is done by the Dep: irtment of Defense, M 
Mr. Ruopes. I see. So actu: ally you have ver y little to do with it! M 


Mr. Ditton. We oversee it in toto to the point of approving} have 
whether there shall be a program in the one country or the other, but | men’ 


the pricing and things like that we have nothing to do with. This is M 
handled by Defense. now 
AID TO YUGOSLAVIA hap] 

ete 

Mr. Passman. If I may drop back to Yugoslavia briefly, I believe 7 : 
they canceled their agreement, or requested we provide them no more M 
military aid. That request was made on December 26, 1957. ‘They M 
broke off that program themselves; did they not? M 
Mr. Driton. That is correct. dow 
Mr. Passman. And stated that, as of that date, they would not ac- M 
cept any more military aid. tires 
Mr. Ditron. That is right. M 
Mr. Passman. Did we solicit them to get these soft currency loans, | [ ¢; 
or did they come to us? arol 


Mr. Ditton. They came to us. One thing characterizes their proj- | gor 
ects—they are very well prepared and well engineered. They doa] to 
good job. 

Mr. Passman. The same type of loan could be repayable in local 
currency ? 























Mr. Diiton. Yes. Several of the Yugoslav DLF loans are payable \ 
partly in dollars as well as in local currency. ing 
Mr. Passman. Who has the option as to how it is repaid ? in t 
Mr. Dixxon. It is not a question of option. Certain payments are \ 
due in dollars. sup 
Mr. Passman. Subject to negotiation if it works a hardship? ties 
Mr. Dit1on. There is always that right. ons 
Mr. Passman. That is what I understand. hov 
defi 

OVER-PURCHASING IN MILITARY ASSISTANCE PROGRAM Pa 

Oo 

I am gratified that this Military Aid Program will continue in the | sup 
ee Department, because it gives you an opportunity to supervise \ 
, decide the amounts, and not the ‘Department of Defense pushing | tra 
into those countries more equipment than they actually need, as the \ 
record has indicated in so many instances. It appears to me that is ) 
something which should be kept under close watch, because we are ’ 
certainly familiar with the tremendous amount of surplus the mili- ’ 
tary has built up, no doubt tens of billions of it; and there has not | eco 
been so much as a blanket pulled over much of it; and they are going I 


to move it out into the economy at maybe $10 billion annu: ally. J 
think that it has been established that they have billions of dollars 
of excess equipment and supplies in almost every category; and if 


out 
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you do not watch this very closely you can understand how they can 
very easily get rid of a lot of the over-purch: ising and put it in this 
program. Am I correct in assuming that could be done? 

Mr. Dinion. That certainly could be done. I hope it is not being 
done. 

Mr. Passman. I know you hope that, but you would not deny that 
we have not made a case in many instances that it has been done. 

Mr. Ditton. I do not know of any cases. 

Mr. PassMAN. We will document them for you and hope you will 
lave time to read about them. I believe Mr. Murphy wants to com- 
ment on that. 

Mr. Murpuy. There is a current GAO report under study right 
now in the Department of Defense that does allege that this has 
happened. I have yet to have the response of the. Department. of 
Defense on this so I am unable to say what their answer is. There is 
an allegation. 

Mr. Passman. The statement has been made that it is true. 

Mr. Murruy. There is an allegation. 

Mr. PassmMan. Either today or yesterday, we completely pinned 
down the accuracy of the GAO report. 

Mr. Murrny. In the instance of the order of the 4-year supply of 
tires, that is correct. 

Mr. Passman. That is exactly the situation to which I am referring. 
| can easily understand that if some procurement officer would fool 
around and get a 4-year supply in one nation, with no warehouse to 
store it in, he would be slightly tempted to transfer the items over 


to this program in order to clean up his inventory. 


ECONOMIC AID TO YUGOSLAVIA 


Mr. Conte. Mr. Secretary, I notice that Yugoslavia is still receiv- 
ing some economic aid. They are budgeted for $———— this year 
inthe special assistance fund. 

Mr. Ditton. Yes. That is the type of thing which we classify as 
support for Technical Cooperation Program, which is the commodi- 
ties that go with the technical cooperation program to enable dem- 
onstrations, things of that nature that require tools, to show people 
how to use them. You ship in tools with the training, and under our 
definition of technical cooperation you are strictly limited on what 
we can spend for commodities. That is really what this million 
dollars is for—a whole series of miscellaneous pieces of material to 
support spec ifie technical coopel ration programs that are underway. 

Mr. Contr. The thing that bothers me is we do not allow any 
trade with Yugoslavia, do we? 

Mr. Ditton. Yes. 

Mr. Contr. Do we have trade with them ? 

Mr. Ditton. Yes. 

Mr. Conve. Is this the only Iron Curtain country that we provide 

economic or any type of aid to? 

Mr. Ditxon. This is not an Iron Curtain country. Yugoslavia is 

outside the curtain. 
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AID TO POLAND 


Mr. Contre. I was thinking of Poland. 

Mr. Ditton. Poland is the only one; yes, sir. 

Mr. Contre. What do we have allocated for Poland this vear ¢ 

Mr. Dittox. We have nothing allocated for it for this vear, either 
1960 or 1961 so far. 


DRAPER COMMITTEE RECOMMENDATIONS 


Mr. Contre. Have you incorporated the Draper Committee report 
recommendations in your budget for milit: ary assistance / 

Mr. Ditton. Well, the Dr: aper Committee report did two things: 
It recommended a level of military assistance, a continuing level, 
which they felt should be at least $2 billion annually. Our program 
happened to be that amount; so it could be said to incorporate the 
Draper Committee recommendation regarding the amount. In addi- 
tion, the bulk of their report was directed to the administrative 
problems of the military assistance program and they recommended 
in quite some detail ways to improve the administration of the Lg 
gram to avoid some of the things that have been wrong with it in 
the past, particularly to give greater emphasis in the program to 
“$e ap from people in the field on the spot; greater possibility 
for the State Department to influence the program from the point 
of view of foreign policy, and then better administration, more 
rapid administration on the part of the Defense Department when 
they finally got the money. All of these things have been fully 
accepted and are being put into effect and we would be glad to 
submit a copy of a report which we have—something I think Mr. 
Irwin will do when he comes before this committee. I notice it 
is part of his testimony before the Foreign Affairs Committee. It 
lists the recommendations and shows exactly what has been done 
to take care of them. 


MAP INCLUDED IN DEFENSE BUDGET 


Mr. Conrr. Wasn’t one of the recommendations that the Military 
Assistance Program be placed under the Department of Defense ? 

Mr. Ditton. In the Department of Defense budget ; that is correct. 

Mr. Contre. Was that initiated with the Budget Bureau this year / 

Mr. Ditton. Congress last year made it possible in the mutual 
security authorization bill and this year I think the budget actually 
carries the figures in the Department of Defense budget. 


CONGRESSIONAL REFERRAL OF MAP 


Mr. Passman. If the gentleman will yield, I can shed some light on 
that. 

I think maybe it was the executive branch, or some part of the 
executive branch, the at wanted it in the military budget. The Defense 
people themselves wanted it in the Defense budget, and it was all set 
up that it would be in the Defense budget, and it came down in the 
Defense budget: but there is a certain man around here by the name 
of Cannon who dec ided that this bill would not be hidden in any $40 
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billion budget—not that you do not have one of the finest chairmen 
ind some of the best members of that committee, able in every respect. 
But it stands tO reason that if you should hide this appropiration in a 
$40 billion defense budget, and the same individual is going to ad- 
minister it. you could lose control. 

So it was Chairman Cannon’s decision to retain it in this subcom- 
mittee. It was Mr. Cannon’s decision, and not as a result of any urg- 
ng from the White House. I am glad the gentleman brought the 
natter up so lL could Say for the record just how much pressure has 
wen applied to endeavor to get it away from this particular subcom- 
mittee. 


| 


DRAPER COMMIUTTEE RECOM MENDATLONS 


Mr. Conrr. There was a lot of publicity given the Draper Com- 
mittee report and nothing was said about it at a later date. 

Mr. Dinton. Most of the things they recommended were not excit- 
il o news, but I think they VW il] make a better program, this business of 
giving more authority to the local MAAG chiefs, more authority to 
local ambassadors, more authority to area commanders in the field 
and conversely, less direction of the planning of the program from the 
Pentagon itself. 


RUSSIAN COLLEGE FOR AFRICANS 


Mr. Conre. (Congressman Montoya brought out something about 
the exchange student program that we have. I read in the March 5 
Christian Science Monitor an excellent story on the proposal that the 
Russians are coming forth with. I do not know if you have read this. 
It is about establishing a college in Africa. They have been thinking 
about gomg into Guinea. It will be started with 500 students and 
ncreased to 4,000. By next year it will be a $40 million program. 
They will pay the expenses of the students. 

Mr. Dirton. Yes. I think this refers primarily to this university 
that they are setting up in Moscow to which they are going to bring 
these students, but at which they will not only train them, for free, 
but also pay them for coming; in effect, give them an allowance which 
s paying them for going to college in Moscow. 

Mr. Contr. The school will be in Moscow 4 

Mr. Ditton. Yes. 

Mr. Contr. The conference was held April 10. That will be in 
Africa, at the capital of Guinea. 

Mr. Ditton. That is right. They will have these people come to 
Moscow where they can teach them the way they want to. 


EFFECT OF POSSIBLE CUTS 


Mr. Conrr. Mr. Secretary, if this program is severely cut and you 
have to cut your program to some of these countries, the underde- 
veloped countries, where the Russians are also paying a great deal of 
attention, would it be your feeling that it would show a defeatist atti- 
tude on the part of the United States, that we are giving up on these 
countries and letting the Russians take over ? 

Mr. Diton. I think it might be so interpreted in some of the 
countries, yes, it probably would be. 
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Mr. 


Passman. Will the gentleman yield? 
Mr. 


Conte. Certainly. 








PAST HISTORY ON REDUCTIONS IN MSP 
Mr. Passman. I think I should state for the record that for the past 
5 years, each time reductions have been made by this committee, 
there was a terrific howl from almost every agency having anything 
to do with the program, indicating any reduction below the budget re- 
quest would actually ruin the program. One year out of military 
alone we cut $1 billion, and in just 5 years the committees and the 
Congress reduced the foreign aid bill total by $4,071,003,750. Then, 
you had only one supplemental, of $150 million in the Development 
Loan Fund. In subsequent years those administering the program 
stated for the record, and it is in the record, that we had made a better 
program as a result of these adjustments. And, as I have previously 
indicated, 3 years ago our President invited me down for a tea and 
there were some other Members of the C ongress present, and he had 
been told that any reductions that year would ruin the program. We 
had to point out to the President that just a few hours earlier 
$538,800,000, In one item alone, had lapsed because they could not 
even reserve it. The »y coule | not obligate it. 

Every year we have been able to establish the following year that 
the Congress had acted wisely in making these reductions. I think 
that the distinguished Inspector General recalls these cuts in the past. 
with an admission on the part of him later that we had helped the 
program, that we did not hurt it. The Comptroller General, ap- 
pointed by our President, has stated that the trouble with the pro- 
gram is that “they have too much money.” That is what he said. I 
thought I would like to get that in the record. 

Mr. Ditton. Mr. Chairman, as the committee knows, two-thirds of 
those cuts or slightly over two-thirds of them were in the ne 
assistance program, which had the effect, until this current fiscal yea 
of reducing the pipeline and did not have an effect on deliveries ane 
For the first time this year we got to the point where it is affecting 
deliveries. 

Mr. Passman. You do not disagree with the committee’s action in 
taking out the fat in the past? 

Mr. Ditton. I think this last year the cut in the Military Assistance 
Program was in my own view too severe and cut into the bone and 
the muscle, but before that 
Mr. Passman. The gentleman is kind to yield. 











PROMISES FOR FUTURE CUTS 








I do not want to take the examination away from him. But I 
must indicate for the record that what this committee has done in 
the past has been done upon the basis of information, the facts. We 
were so completely fortified, and regardless of the opposition against 
the cuts, that the full committee by majority and the House by ma- 
jority have supported the subcommitee; and those who opposed us 
have acknowledged later that our action not only was justified, but 
improved the program. There will be no meat-ax approaches this 
year, but we think that you might be requesting at least $1,250 million 
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in excess of your requirements. We hope to have you agreeing with 
us before it is over. If we can find it, we shall take it out. If not, 
we shall make a compromise. I cannot let it go by that if we make 
euts this year we shal] ruin the program. We ‘shall make cuts we can 
justify. 

I promise the gentleman I shall not interfere with his examina- 
tion; but, as I must report the bill, I must keep the record straight 
as to the past actions of this committee. 

Mr. Conte. Mr, Chairman, if they have a surplus or too much 
money of $2 billion plus and that amount of money is cut out, I agree 
it would not be a meat-ax cut. I think it would be a wood-ax cut. 
It is much bigger than a meat ax. 

Mr. Passman. We won’t take anything out we cannot justify. I 
have been on this committee 10 years, struggling with this. We will 
not take anything out we cannot justify. We shall not insult the 
intelligence of the Congress. 


GAO CHARGE OF EXCESS AID TO NATO COUNTRIES 


Mr. Contr. Mr. Dillon, this morning it was brought out the GAO 
complained about the military assistance to NATO countries. We 
have given too much military assistance to NATO countries: is that 
correct ¢ 

Mr. Ditxon. I have not heard that said, but— 

Mr. Contr. I thought he mentioned Italy and Turkey. Didn’t we 
have that testimony, Mr. Chairman? I believe they named five coun- 
tries—Italy, Turkey, Greece, Cambodia, and Pakistan. 


Mr. Passman. I believe one country named was Japan, where they 
had put in that country—I am talking about the same Military Assist- 
ance Progr: an—suflicl lent automobile tires to last them for 4 years; and 
they were so in excess of requirements they did not have the ware- 


house to store them. 


Mr. Contr. I would like to submit for the record an article about 
Representative Lankford, Democrat, of Maryland, who returned home 
from an inspection tour of four Mediterranean countries convinced 
the United States is getting its money’s worth in the foreign aid pro- 
gram. The countries he visited were Turkey, Spain, Greece, and 
Italy. 

I submit that for the record. 

(The article referred to follows :) 


LANKFORD FInps DoLiArRS Pay Orr IN MILITARY AID 


Representative Lankford, Democrat, of Maryland, has returned home from an 
inspection tour of four Mediterraneon area countries convinced that the United 
States is getting its money’s worth in its foreign military aid program. 

The southern Maryland lawmaker, just back Saturday from a 31-day trip 
to Turkey, Spain, Greece, and Italy, said yesterday that it was his 10-day visit 
to Turkey that made the greatest impression upon him. 

It was there, he said, that he twice came under eyes of Soviet and Bulgarian 
border guards and witnessed what he thought was a most stirring demonstration 
by Turkish soldiers. 

The Turks, Mr. Lankford said, provided ample evidence that the military aid 
program is successful. “I think it is being put to good use by the Turks,” he 
added. 
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SEVEN-MINUTE MOBILIZATION 
























liver 
He said he watched a crack Turkish armored unit, with virtually all US| mean 
equipment, respond within 7 minutes to an unscheduled alert only the day alter} lion | 
it had returned from 25 days of field maneuvers. : 
“The ‘vy all came out running with blankets under their arms and small arms jy $eB) 
hand,” he said. “In 7 minutes, they were lined up in tanks, trucks, and jeeps rill b 
ready to roll.” ive O 
This was just southeast of the Turkish-Bulgaria border where Mr. Lankfor ecu 





said he came under surveillance of Bulgarian border guards a few hundred fe 
away. “They had their binoculars on us all the time we were there,” he said, 
On the other side of Turkey, Mr. Lankford said his movements were watche 
by a small plane not far from the border area where an unarmed Air Force C-13 
Was shot down over Soviet Armenia in September 1958, with 17 Americans 































aboard. That incident is still one of the unsettled matters of Soviet-Ameriea ne } 

relations. mosa 

INSPECTED INSTALLATIONS Mir 

‘Turkish officials told me the Soviets sent the plane to look us over,” Mr rare 
Lankford said. ply 





The purpose of his trip, the legislator said, was to inspect military installa 
tions in Turkey and Spain, meet with U.S. Military Advisory Assistance Groy 
Officials in Italy and Greece, and evaluate results of the military aid program i 
Turkey. 

He said he did it on behalf of the House Armed Services Committee, of whic 
he is a member, and expects to file a full report soon with its chairman. H 
declined to reveal any of his recommendations until the report is submitted. 




































er 
He said, however, he was “greatly impressed” with what he saw. oe 
Like other Members of Congress touring abroad, Mr. Lankford also ran int ro! I 
constituents in une a ted places. Tau 
1 Turkey, he said, he got thanked for an Agriculture Department booklet sen » te 
routinely by his office to Riverdale, Md., 17 months ago. The recipients were at 
Airman 1¢ Willie Williamson and his wife, Beverly, now in Turkey with their 7 
young son, Willie, Jr. en 
GREETED AT AIRPORT Ne 
~ } 
In Greece, one of those to greet him at the Athens airport was Edward H ; 
Johns of Pasadena, Md., former head of the Baltimore Labor Council AFI- idm 
CIO now with the U.S. labor mission to Greece. es! 
Also in Athens, he met Mrs. George Smith, a Greek girl that he helped obtail Line 
permanent residence in the United States in a bill passed by the 84th Congress ly 





Mrs. Smith, now married to a Massachusetts doctor and back in Athens for 
visit, is the daughter of Mrs. Dora Nicholson, director of research at the Mary 
land State Training School for retarded children at Rosewood. 
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MILITARY ASSISTANCE PIPELINE 

















Mr. Contre. Mr. Secretary, this morning in your presentation you f stan 
used some strong words. I quote from page 3}: 0b 
In view of the present state of the military assistance pipeline any cuts below of tl 
the $2 billion requested will be rapidly translated into impairment of our sect: var 
rity posture. you 
Would you elaborate on that a bit / pod 
Mr. Ditton. What I meant was simply what I said earlier, that I 
now the pipeline is exhausted and any cuts below the figure requested | You 





means that our deliveries in the future will be cut an equivalent 
amount. The modernization would have to carry the brunt of such 
cuts because our maintenance, spare parts, things of that nature, are 
for forces already in being. Naturally, they have a first priority. 50 
if there are any substantial cuts below the $2 billion figure, which is 
the figure that the Joint Chiefs of Staff have decided is the neces 
sary amount—and which is less, about 10 percent than the average de- 
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liveries that we have been making over the past 5 or 6 years—it would 
mean & downward adjustment in actual deliveries; and if the $2 bil- 
lion level is not met the forces that are in being—our allied forces, Ko- 
rean forces, Turkish forces, Chinese forces, forces of that nature— 
will be less well equipped than they feel is necessary ; so that, as they 
are our allies, our situation will be less secure- “ast the same as if 
we cut our own defense budget by that amount. 


MILITARY ASSISTANCE LARGELY FOR FAR EAST 


Mr. Conrr. Most of this military assistance goes into the defense 
line running from the Aleutians down to Japan, Philippines, For- 
mosa, Korea / 

Mr. Ditton. All the way, right around the world; but I think 
larger proportions of it are now spent in the Far East than anywhere 


Contre. I have no further questions 


AUTOMOBILE TIRES IN JAPAN 


Mr. Passman. Mr. Secretary, we are getting ready to conclude. 1 
believe we did pin down this morning at least one item 7 a Comp 
troller General’s report, that in Japan we had shipped a “aur supply 
of automobile tires, and so great was the amount that we a 3 no place 
to store them. Furthermore, the Comptroller General has indicated 
that in many instances we have sent supphes abroad far in excess of 
the needs, and he named many of the nations. 

Now, if this committee in its investigations, and Mr. Campbell 
his investigations and reports, and the Defense Department by its 
admissions, and the fact that we do know a lot of this material that 
we shipped out In 1958 js still good in 1960 and 1961—if that is ascer- 
tamed, you would not insist upon Congress appropriating money actu 
ly in excess of the needs; would you ? 


Mr. Dition. Certainly not. 


ALLEGATIONS OF OVER-PROGRAMING OF MILITARY ASSISTANCE 


Mr. Passwan. As I have indicated earlier, we have in so many in- 
stances established—and I think the Comptroller General is certain] 
to be commended—that we had forced nations to accept far in excess 
of their needs of this material; and a lot of it has been placed in the 
warehouses and is not being used at this time. I just do not think 
ye would want this committee to follow Mr. Draper or Mr. Gruen- 

er, or any of the others, in blind belief. 

‘To the extent that we develop information that can be substantiated, 
you would want us to make reductions in keeping with that, I believe. 

Mr. Ditton. I would be glad to rely on the reports and the feelings 
of the MAAG Chiefs in the field. 

Mr. PassMan. You would not even discount entirely Mr. Camp- 
bell’s statement, would you 4 

Mr. Ditton. I do not discount his position at all. 

If he says there are too many tires in Japan or some other place, 
there are, I am sure, but that does not mean they do not need airplanes 
or other things. 
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Certainly they need no more tires for a long time to come. 
Mr. Mcrpny. The tires never got to the shipment stage, Mr. Chair. 
man. The order was canceled in time to prevent that. 

Mr. Passman. On account of the GAO finding, they actually placed 
an order that would have provided tires for 4 years, and when the 
GAO pinned this down you canceled the order. We are worried 
about those orders of a similar nature that did not get canceled. 

Mr. Ditton. If you find some, we do not need any further orders 
of that kind. 

Mr. Passman. It isn’t a matter of quarreling with the committee 
members or quarreling with the witnesses. It 1s a tremendous job. 

Here is a program ‘where you have the President and his prestige 
and millions of dollars, putting out, we won’t say propaganda as s far 
as the President is concerned—let us say information—but we de have 
his prestige and millions of dollars being poured into all 50 of the 
States. 

Then you have many church organizations beating the drums for it, 
the League of Women Voters, patriotic organizations, and the busines 
people : and the Administration, down the line. 

Then you have about 46,000 employed good will ambassadors, and 
these people are specialists. 

So it is a one- aed affair. Your people live this 12 months of the 
year, whereas Members of Congress have a lot of other things to do. 
We are at a tremendous disadv antage. We have got to hold these 
hearings in maybe 8 or 9 weeks, and try to establish positively that we 
have been right in the past. We have got to do it this year. As Mr, 
Stans says, we have mortgaged unborn generations up to $750 billions 
of dollars. We have to try, to get far enough into this to know how 
strong our commitments are and how much we have mortgaged un- 
born generations through this program out into the future. 

It is not a question of disagreeing or quarreling. It is up to us to 
determine the facts and understand the bill. 

We are going to ask your cooperation in running down some of 
these rumors to the effect that you requested more than you needed 
so Passman and this subcommittee could take their cut out. T want 
to find out where the Wall Street Journal got that information. You 
read it this morning, did you not ? 

Mr. Ditton. Yes. I never saw a more inaccurate article. It 
talked about Secretary Anderson being a very influential individual 
with the President and therefore the figures were going to be much 
smaller—as if he were fighting for a reduction. He never was, be- 
cause I talked with him during this period and we were in perfect 
agreement. We never had a row with the Treasury Department. 

Mr. Passman. Specifically as it applies to this committee, do you 
remember what it said, that you would request a larger amount on 
account of the committee paring it down ? 

Mr. Ditton. It was a totally erroneous article. I am surprised at 
the Wall Street Journal. 

Mr. Passman. It will make our job more difficult. You under- 
stand that, do you not ? 

Mr. Ditton. That is right. 
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Mr. Passman. I hope we can find out from the publisher of the 
Wall Street Journal from what official in the State Department he 
got that information. 

Mr. Ditton. If you can find out, I would like to help you. Maybe 
the publisher will tell you more freely than he would tell me. 

Mr. Passman. If the statement was made out of the State Depart- 
ment, of course it would be up to the State Department to ask, “From 
whom did you get this?” 

Mr. Ditton. I have not noticed the newspapers are very willing 
to give us that sort of thing. 

Mr. Passman. It has been a pleasure having you here, Secretary 
Dillon. It may be that we shall need to get together a; 

Mr. Ditton. I am always at your service. 

Mr. Passman. We certainly are not going to ¢all you unless we 
have to because we do know that you are very busy. 


The committee will stand in recess until 10 o'clock 
morning. 


vain. 


tomorrow 


WepNeEspay, Marcu 9, 1960. 
\ir. Passman. The committee will come to order. 
GROSS NATIONAL PRODUCT OF THE COUNTRIES OF THE WORLD 


| want to insert in the record at this point a statement showing the 
gross national product of the countries of the world, including their 
territories and possessions. The chart is self-explanatory. 

However, I believe I should add to the note which I placed at the 
bottom of this chart that if we should apply American pricing standards 
to the gross national product of the other nations of the world, then 
doubtless the total would go into the trillions of dollars. I am wearing 
this morning, for example, cuff links which I purchased in Hong 
Kong for $36, and a jeweler here offered me $165 for them. That 
illustrates, I think, the point relative to pricing standards. 
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(The table referred to follows:) 


Gross national product of the countries of the wo ld (latest available estimates 
Soviet Union and 5 Eastern European satellites $259, 508, OOO, 000 


Communist China and Asian satellites $1, OOO, OOO. 000 
Total Soviet bloe ,00, 508, OOO. O00 


Belgium-Luxembourg 11. 616, 000. 000 
Denmark $918, OOO, 000 
France 17, 532, 000, 006 
Germany (Federal Republic) and West Berlin 55, 229, OOO, 000 
Saar 870, OOO, 000 
Iceland 209, O00, 000 
Italy 26. 688. 000. 000 
Netherlands 592. 000. 000 
Norway 3. 894. 000. 000 
Portugal ~ O71, OOO, O00 
United Kingdom 3. 484. 000. 000 
Greece ? 920, 000, 000 
Turkey , 910, 000, 000 
Austria Q00. 090 
Ireland 80. OOO. OOO 
Sweden 123. OOO. OOD 
Switzerland 3. 000. 000 
Finland 3. O00. 000 
Spain ; OOO. 000 
Yugoslavi: 3, 000. 000 
Malta 000, C00 
“Other’ Western Europe 000, 000 
Kgvpt 3.370, 090, 000 
Iran ‘ . 000, 000 
Iraq 3 ~ OOO, OOD 
Israel , 000, 000 
Jordan 5, 000, 000 
Lebanon 535, 000, 000 
Saudi Arabia 015, 000, 000 
Syria 595, 000, 000 
Yemen 330, 000, 000 
Cyprus 228 OOO, 000 


“Other’’ Near E: 670, 000, 000 
Afghanistan 635, 000, 000 
Ceylon , 220, 000, 000 
India 30, 700, 000, 000 
Nepal 151, OOO, 000 
Pakistan 5. 710. 000, 000 
“Other’’ south Asia 93, 000, 000 
Burma 090, 000, 000 
Cambodia 140, 000, 000 
Republic of China (Taiwan 090, 000, 000 
Indonesia 5, 148, OOO, OOU 
Japan 750. 000, 000 
fepubliec of Korea (South 2, 227, 000, 000 
Laos 100, 000, 000 
Philippines 5, 230, 000, 000 
Thailand 190, 000, 000 
Vietnam (South 920, 000, 000 
Malaya 1, 625, 000, 000 
Singapore 575, 000, 000 
Hong Kong 846, 000, 000 
“Other’’ Far East 054, 000, 0C0 
Australia 3, 306, 000, O00 
New Zealand 3, 184, 000, 000 
“Other’’ Oceania 172, 000, 000 
Ethiopia (and Eritrea 840, 000, O00 
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Gross national product of the countries of the world (latest available estimates Con. 


54. Ghana $1, 010, O00, 000 
55. Guinea 200, COO, OOO 
56. Liberia 101, 000, 000 
57. Libya 124, 000, 000 
58. Moroceo (and all former zones) , 745, 000, 000 
59. Nigeria ; 2, SO8, 000, OOO 
60. Somalia 52, 000, 000 
61. Sudan 776, 000, OOO 
62. Tunisia 730, OOO, 000 
Union of South Africa (includes Southwest Africa and the 
High Commission territories, Basutoland, Beehuana- 
land, and Swaziland) ), 457. 000, 000 
Belgian Congo (includes Ruanda-Urundi) - 547, 000, 000 
French territories and dependencies: 
(a) Algeria 2, 230, 000, 000 
(6b) Cameroun , 000, OOO 
(c) “Other’’ French territories , 200, 000, 000 
United Kingdom territories and dependencies: 
(a) Federation of Rhodesia and Nyasaland_. , 207, 000, 000 
(b) Kenya 540, 000, 000 
(c) Tanganyika 13, 000, 000 
(d) Uganda 335, 000, 000 
(e) “Other”? United Kingdom territories 135, OOO, OOO 
“Other”? Africa (consists of Portuguese and Spanish 
territories and dependencies) , 413, 000, 000 
(Argentina 3, 731, 000, OOO 
Bolivia 202, 000, 000 
Brazil 2, 699, 000, 000 
Chile 2, 818, 000, 000 
Colombia 2, 493, 000, OOO 
Costa Rica 2, 000, 000 
. Cuba 2, 569, 000, OOO 
Dominican Republic 350, 000, OOO 
Keuador. — 92) OOO, OOO 
El Salvador 520, 000, 000 
Guatemala 960, OOO, OOO 
Haiti 266, 000, 000 
Honduras 370, 000, 000 
Mexico 9, 120, 000, 000 
Nicaragua 301, 000, OOO 
Panama 325, 000, 000 
Paraguay 223, 000, 000 
Peru . 282, 000, OOO 
Uruguay , 509, 000, 000 
Venezuela__. », 437, 000, 000 
Federation of West Indies (excludes Jamaica) 534, 000, 000 
Jamaica 520, 000, 000 
“Other”? West Indies 920, 000, OOO 
Canada_ 32, 509, 000, 000 


to CW be 


Isrts 


1 
oe 


S2 GO = 


GO Qe oo 
CO bo 


* 
or 


Total free world (except United States) _ 795, 000, 000 


Total all countries (except United States) 303, 000, 000 


United States (complete for calendar year 1958) ~~ 445, 200, 000, 000 


Total all countries : . , 249, 503, 000, 000 


Gross national product of other countries exceeds GNP of 
United States by ; ae 359, 103, 000, OOO 


Note.—These figures for the other countries of the world are not adjusted for purchasing power disparities 
with relation to the U.S. dollar; that is, the gross national product figures for other countries are not set 
up by U.S. standards. If adjustments should be made on that basis, the GNP of the other nations could 
very well go into trillions of dollars. 
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FEDERAL GOVERNMENT RECEIPTS FROM THE PUBLIC 






Mr. Passman. I should like also to place in the record a statement a 
showing the amount of revenues collected from the American tax- }'¢®° ot 
» . nt ° + Oo 

payers for the past 14 years, contrasting a 7-year period under | “0ue 





This 
Februs 


I sh: 





one President, $364,273 million, with a 7-vear period under another 
President, the amount being $557,002 million. 
(The table referred to follows: ) 























































































































































(Th 
Federal Government rece ipts from the publie (fiscal years, as follows 

1947 at _ $43, 500, 000, 000 | 1954 $71, 626, 000, 000 
1948____. 15, 357, 000, 000 | 1955 _....-. 67, 835, 000, 000 Presi 
1949 $1, 576, 000, 000 | 1956 coe 77, 087, 000, 000 Ff aid mo 
1950 40, 940, 000, 000 | 1957__________- 82, 106, 000, 000 F drastic: 
1951 53, 390, 000, 000 | 1958. ___- 81, 892, 000, 000 He 5 
1952 eae 68, 012, 000, 000 | 1959 ; 81, 660, 000, 000 F world | 
1953__- 71, 498, 000, 000 | 1960 (estimated) 94, 796, 000, 000 = 
- | * _ * it’ 

Total 364, 273, 000, 000 | Total - 557, 002, 000, 000 F whe ~ 
. =a ee travelll 
7 fiscal years under Mr. Eisenhower : bas aes $557, 002, 000, 000 sountr 
7 fiscal years under Mr. Truman_--- aaa Wa ae 364, 273, 000, 000 The 
nt Z ee ae eee people: 
Revenue increase by Mr. Eisenhower over receipts for ea i 
SION MRMININS oo ie hee a El na a a 192, 729, 000, 000 lecisio 
assural 

FEDERAL GROSS BUDGET RECEIPTS rger 

that W 

Mr. PassmMan. I wish, too, to insert in the record a chart entitled, - 

. . .* . eo pn CS 
“Federal gross budget receipts,’ contrasting the calendar years 1953) J purde: 
through 1959, in the amount of $528,706 million, with 1946 through fF of an. 
1952, in the amount of $335,402 million. rhe 
(The table referred to follows: ) ii 

ie ) 

Federal gross budget receipts (calendar years as follows) +] -_ 

: $42, 867, 772, 454 | 1953 ’ $68, O71, 446, 070 port 

1947 12, 911, 827, 900 | 1954 66, 894, 388, 427 sth 
1948 13, O98, 474, 025 | 1955 69, 613, 680, 692 te 
1949 _ 39, 833, 226, 896 | 1956 78, 233, 911, 713 give 
1950 10, 510, 854, 464 | 1957 82, 091, 696,351 f . Mu 
Re ctscits . 56, 842, 879, 512| 1958 : 79, 285, 472, 618 ret 
1952 69, 336, 974, 951 | 1959 84, 515, 760, 844 " 
Total 335, 402, 010, 202 | Total 528, 706, 356, 715 sla 

7 calendar years under Mr. Kisenhower $528, 706, 356, 715 at 
7 calendar years under Mr. Truman 335, 402, 010, 202 Th 
the | 

Revenue increase by Mr. Eisenhower over receipts nq 

for Mr. Truman- 193, 304, 346, 513 ro} 

TI 

GROSS PUBLIC DEBT OF THE U.S. GOVERNMENT ~~ 

Mr. PassmMan. I want also to insert in the record a statement of 
the public debt of our National Government for the current period and , 
2 relatively recent years. ri 

(The table referred to follows:) N 






Gross public debt of the U.S. Government 
June 30, 1946 f $269, 
June 30, 1953 

June 30, 1960 (estimated 


122, OUY, 173 
266, 071, O61, 639 
284, 500, GOO, VOU 
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EDITORIAL ON FOREIGN AID REQUEST 


Mr. PassmMan. The copy of the editorial which I have in my hand 
reached me by airmail this morning. I think it provides food for 
thought for those on either side of the table. 

This is from the Monroe (La.) Morning World for Saturday, 
February 20, 1960. 

J shall read the editorial. 

(The editorial was read as follows:) 


ForrIGN Arp REQUEST 


President Eisenhower handed Congress a request for $4,175 million in foreign 
iid money Tuesday and urged the lawmakers to refrain from cutting the sum 
jrastically. 

He said that the money was needed to keep the uncommitted millions in the 
world from going to the Communist camp and thereby becoming Communists 
themselves. 

The purported need for this fantastic sum was dramatized by the President, 
who cited his recent 11l-nation excursion and the impressions he received while 
traveling concerning the necessity for U.S. dollars to continue to pour from this 
untry to other nations. 

The President’s reasoning that we can buy the friendship of the uneommitted 
peoples is a little naive. Anyone who can be bought into any camp, philosophy or 
even in everyday life is not exactly the most desired type of friend. If their 
lecisions not to become Communist are based on the dollar sign, then what 
assurance do we who have done the purchasing have that if the Russians offer a 
larger amount that they will not change their minds—after spending the money 
that we so graciously donated—and swing to communism. 

The idea of ‘dollar diplomacy” is becoming one of the most tiresome philos- 
ophies ever propounded in Washington. The taxpayers of the United States are 
burdened so now until it begins to be impossible to withstand it. And to think 
of an even karger outpouring of the dollar is an awesome notion. 

The rest of the world must surely think by now that the United States is the 
riginal ‘‘horn of plenty’? and that money flows as freely from our country as does 
the propaganda from the Soviet Union. 

Americans are asked to contribute more each year to support the peoples of 
the world against communism. Our money is spent, according to congressional 
reports, in some strange ways. And one traveling congressman who has seen at 
first hand the need—or rather the lack of need—for increased foreign aid spending 
has called the President’s latest request for money an ‘‘unrealistic worldwide 
giveaway.” 

Much of the money that President Kisenbower has asked of Congress will go to 
the same nations that have been getting big chunks of tax money from this country 
for years. If they have not yet become convineed that the West and the free, 
uti-Communist world is their friend and the Reds are merely trying to trick and 
nslave them, then it is not feasible to believe that any additional funds will help 
0convinee them. They are really ‘‘from Missouri” and it would seem that the 
cost of convincing them is actually prohibitive. 

The Soviet Union’s prime aim in the cold war—and their best weapon against 
the United States—is for this country lterally to spend itself to death. The final 
mquest of America will be relatively simple for the Communists if the Nation is 
broke’? and cannot finance any retaliation against aggression. 

This is no secret. Khrushchev has said before that he would pounce on the 
conomic weakness of capitalism and that is surely his intention 

Why should Russia engage the United States in open confiiet when it can sit 
ck and let us give all our money away? The Reds want the world intact whe: 

v take over. They don’t want it destroyed by a lot of nuclear explosions 

{nd the simplest way for them to achieve this objective is to wait us out an 

reconomy capitulate 
No, it would seem that more and more outpouring of American 
mmitted lands is not the answer to the Communist threat 

d be taught to appreciate freedom and to forge ahead for themselves 


ople will not become Communists. But pampered ones 
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HEARING SCHEDULE 


Mr. Passman. Now, I should like to add a postscript and 
along with the hearing. 

We had arranged a schedule which we expected to follow, but j 
appears now that we are not going to be able to do so. Some matter 
have come to our attention during the last 48 hours which migh; 
possibly necessitate at least one or two members of the committe 
going abroad to investigate. But it appears that the hearings wil 
continue for at least 8 or 9 weeks, by which time our nerves will most 
likely be frayed, although I hope that we are going to be pleasant 
We are going to try to determine the actual needs of the authorize 
program. 

| think I should like to say for the record that I have never fel 
the need to apologize for having been born and reared the son of 3 
sharecropper. I personally know the fallacy of the idea that yo 
need to give everybody Cadillac automobiles and champagne t 
cause them to appreciate life and liberty. 

I sincerely hope that we shall come to our senses before we com: 
pletely wreck our country’s economy. 


oO 
st 


DEVELOPMENT LOAN FUND 
WITNESSES 


VANCE BRAND, MANAGING DIRECTOR, DEVELOPMENT LOAN FUND 

HART PERRY, DEPUTY MANAGING DIRECTOR FOR OPERATIONS 

LESTER E. GORDON, DEVELOPMENT AND PRESENTATION OFFICER 

JOHN E. MURPHY, INSPECTOR GENERAL AND COMPTROLLER 
MUTUAL SECURITY 
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Now, to proceed with the business at hand. 


Brand, Managing Director of the Development Loan Fund, 
witnesses who accompany him. 
Mr. Director, do you have a statement to make to the committee? 
Mr. Branp. Thank you very much, Mr. Chairman. 































BIOGRAPHICAL SKETCH OF 





DLF SENIOR OFFICERS 














At the outset, I am gratified with the opportunity to appear before 
the committee for the first time in connection with the Development 
Loan Fund. I have been here before with the Export-Import Bank, 
but not having appeared in my present capacity I felt the chairman 
of the committee might like a biographical sketch. I will insert one 
in the record on behalf of myself as well as on behalf of my colleagues 
who are the senior officers of the Development Loan Fund. 

Mr. PassMan. We shall appreciate that information. 

(The biographical sketch follows: ) 


Vance Brand, of Urbana, Ohio, was sworn in as Managing Director of the 
Development Loan Fund on September 2, 1959. 



















































































Born on September 14, 1906, he received his B.A. and LL.B. degrees from 
George Washington University and, in 1935, began his career as a banker in 
Urbana. He has been member of the board, general counsel, and president of 





the Champaign (Ohio) National Bank and of the Peoples Savings & Loan Co. 
of Urbana, and also has served on the boards of directors of several corporations 
in his community. 

He served as secretary to the Citizens Advisory Committee to the Senate Com- 
mittee on Banking and Currency in 1953 and traveled widely with that committee. 
In 1954, he became a director of the Export-Import Bank of Washington. In 
that capacity he traveled widely throughout the world and headed 15 Eximbank 
missions to foreign countries to study financial problems, 
inspect projects. 

Mr. Brand is married to the former Katherine Lyon and they have four children. 









































negotiate loans, and 











Deputy MANAGING DIRECTOR FOR OPERATIONS 












Perry, Hart: Born York, Nebr., June 18, 1918. 
(Hart) M.A. University of Chicago, 1940. 
Park, Ill. Two sons: Hart II and Scott. 


Son of Benton 
Married Beatrice Gaidzik of Highland 
Research assistant to alderman Paul 


and Eliz: ibeth 






































Douglas, Chicago, Ill., 1940; administrative assistant, Baytown Ordnance 
Works, Baytown, Tex., 1940-41; housing representative, National Housing 
Agency, Washington, D.C., Chicago, Ill., 1941-43; Department of the Army: 











Basic training (Infantry) OCS (AAA); battery officer, 43d AA Group; intelligence 
officer, Office of Strategic Services; personnel officer, Office of the Chief of Staff, 
1943-46; Administrative Assistant, Public Housing Administration, Washington, 
D.C., 1946; assistant to the president and secretary, American Community Build- 
ers, Inc., Park Forest, Ill., 1946-51; Bureau of the Budget: Senior organization 
and methods examiner, senior budget examiner, area chief, Assistant Chief of 
the International Division, 1951-57; Deputy Managing Director for Loan Opera- 
tions, Development Loan Fund, 1958 to present. Voting residence, Illinois. 
Home: 3307 Washington, D.C. 


















































Newark Avenue NW., 





We are pleased to have with us this morning the Honorable Vance 
and the 
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Deputy MANAGING DrREcTOR FOR PRIVATE ENTERPRISE 


Kirby, Edwin D.: Born April 10, 1903, Urbana, Ohio. Graduate of Urbana 
High School, Urbana, Ohio, 1921; Wittenberg College, Springfield, Ohio, 1921-22; 
Ohio State University, Columbus, Ohio, 1922-25. Traveling representative, 
Buckeye Incubator Co., Springfield, Ohio, 1925-38. President and general man- 
ager, Kirby Hatcheries, Inc., Urbana, Ohio, 1938. Director, Champaign Na- 
tional Bank, Urbana, Ohio, 1946—-. Vice president, Champaign National Bank, 
Urbana, 1954-60. Director, Peoples Savings & Loan Co., Urbana, 1952-. 
Member City Council, Urbana, Ohio, 1945-49. Director of public service, city 
of Urbana, 1952-54. Statutory position, Deputy Managing Director for Private 
Enterprise, Development Loan Fund. Legal voting residence, Ohio. 


CurEFr, PrRivaATE ENTERPRISE DIVISION 


Robinson, Hamlin: Born December 20, 1915, Yakima, Wash. University of 
Washington (Seattle), A.B. 1937; Columbia University, M.A., 1941 (and some 
credit toward Ph.D.). Assistant Manager of export freight brokerage firm in 
Seattle, 1937-39. U.S. Treasury Department, Division of Foreign Funds Con- 
trol, 1941-46: 1942-44, in charge of Foreign Funds Control office in Puerto Rico; 
1945-46, Treasury representative in the Philippines. Department of State, 
1946-58: 1946-49, on staff of U.S. delegation to Inter-Allied Reparation Agency 
in Brussels; acting U.S. delegate for last few months of period; 1949-1956, Office 
of International Financial and Development Affairs; Special Assistant to Deputy 
Under Secretary and Assistant Secretary for Economic Affairs, 1956-59; 1959, 
on detail to Mr. Ralph Straus to assist in preparing report published by Depart- 
ment of State on ‘‘Expanding Private Investment for Free World Economie 
Growth’? pursuant to section 413(c) of Mutual Security Act. March 1959 to 
present, Chief, Private Enterprise Division, Development Loan Fund, GS-16, 
Voting residence, Maryland. 


AssIsTANT Deputy MANAGING DIRECTOR FOR OPERATIONS 


Hutchinson, Edmond C.: Born November 23, 1913, Rosemark, Tenn. B.A., 
Southwestern at Memphis, 1932-36; M.A., University of Virginia, 1936-37; 
Ph.D., 1954; Virginia Polytechnic Institute, 1937-38; American University, 1939- 
41, 1953-54. Claims examiner, economist, Railroad Retirement Board; Chief, 
Procedures and Analysis Section, War Production Board; Provincial Director 
General of Finance, Government of Iran; management analyst, Department of 
Commerce; financial analyst, Chief, Finance Policy Unit, Deputy Chief, Public 
Finance Division (GS-15), SCAP in Japan, 1947-51; Associate Chief, Monetary 
Affairs Staff, Department of State, GS-15, 1952-53; Area Chief, International 
Division, GS-15, Staff Assistant to Director, GS-16, Special Assistant (National 
Security and Foreign Economie Affairs), International Division, GS-17, Bureau 
of the Budget, 1953-58; Assistant Deputy Managing Director for Loan Opera- 
tions, Development Loan Fund, statutory position, 1958. Voting residence, 
Maryland. 

SECRETARY-TREASURER 


Toner, Joseph S.: Born January 19, 1917, Ohio. B.A., University of Minne- 
sota, 1939; Syracuse University, 1940, graduate studies in public administration. 
Newswriter, 1945; editorial associate, Public Administration Clearing House, 
Chicago, 1946; assistant to director, Public Administration Clearing House, 1947- 
50; program analyst, Housing and Home Finance Agency, 1951; executive assistant 
Housing and Home Finance Agency, 1951; executive secretary, MSA, ICA, FOA, 
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1952-55; executive secretary, Office of the Special Assistant to the President, the 
White House, 1955-58; Corporate Secretary-Treasurer, statutory position, De. 
velopment Loan Fund. Voting residence, Virginia. 
GENERAL COUNSEL 
Loomis, John E.: Born May 9, 1921, Wichita, Kans. Carleton College, 
Minnesota; University of North Dakota, B.S. in commerce, 1943; Yale Law 
School, LL.B., 1949. Associated with law firm of Fairchild, Foley & Sammond, 
Milwaukee, Wis., 1949-57; Associate Director, Division of Trading and Ex. 
changes, Securities and Exchange Commission, 1957-58; Associate Director, 
Division of Corporate Regulations, Securities and Exchange Commission, 1958-59: 


GS-16, General Counsel, Development Loan Fund. Legal voting residence, 
Wisconsin. 


CHIEF ENGINEER 


Moorman, Robert L.: Born February 13, 1909, Kentucky. University of 
Kentucky, 1927-32, B.S.in C.K. Transitman, Kentucky State Highway Depart- 
ment, 1932-34; resident engineer, J. Stephen Watkins, consulting engineer, 
Lexington, Ky., 1934-36; structural engineer, University of Kentucky, 1936; vice 
president, G. H. Leach Co., DeGraff, Ohio, 1936-39; self-employed, consulting 
engineer, 1939-40; engineering department, Louisville & Nashville Railroad, 
1940-41; supervising engineer, Bond Service Section, Reconstruction Finance 
Corporation, 1941-42; assistant regional engineer, RFC, Office of Defense Plants 
1942-44: Chief, Contract Termination Section, Engineering Division, RFC, 
Office of Defense Plants, 1944-48; engineer on transportation and heavy construe- 
tion, k:xport-Import Bank, Washington, 1948-59; GS-16, Chief Engineer, Devel- 
opment Loan Fund, 1959. Voting residence, Virginia. 


ASSISTANT TO THE MANAGING DIRECTOR 

W veth, George A., Jr.: Born December 20, 1914, New York, N.Y. Hotchkiss 
School, 1933; Yale University, B.A., 1937; postgraduate work, George Washington 
University, 1946-48. Credit Department, Chemical Bank & Trust Co., New 
York City, 1937-40. U.S. Army (major, Field Artillery), 1940-45. Applied 
ers Laboratory, 1946-48. ECA mission to Germany, 1948-50. Office, 
Secretary of Defense, Department of Defense, 1950-57. Executive Director, 
Business Advisory Council (Department of Commerce), 1957-60. Assistant to 


Managing Director, Development Loan Fund, 1960 to present. Voting residence, 
Marvland. 


GENERAL STATEMENT 


Mr. Branp. I might say briefly [am from Ohio, having been born 
there in 1906. I have a formal education in law from George Wash- 
ington University. My qualifications for being at the Development 
Loan Fund are based on practical experience rather than formal edu- 
cation. 

I have been president of a bank. I have been president and active 
manager of a manufacturing concern and chairman of a board of 
another. 

[ served 5 years at the Export-Import Bank. I want to point out, 
Mr. Chairman, that my service in the private field, both law and 
manufacturing, has been in what I eall the small category of our 
economy which I think is a very strong fundamental part of our 
economy. 

I might note, Mr. Caparman, that the blackboard we bring is based 
on the fact that we are a bit frugal at the Development Loan Fund. 
This blackboard is Seiad to support a chart and the only possible 
reason Tam using a chart is because I have sought in many ways to 
illustrate the magnitude of the problem that I have as Managing 
Director. This one does that to a certain extent because the pins on 
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the chart denote loans throughout the world that the Development 
Loan Fund has and for which I have responsibility. Each one is to a 
certain extent an individual problem—the erection of some type of 
industrial plant, the handling of a railroad, or many other economic 
projects or programs abroad. 

When you see the number of pins and the locations throughout the 
world it Seems to me you see the best expression of the magnitude of 
the work of the Development Loan Fund. 


REQUEST FOR ADDITIONAL CAPITAL 


My purpose is to explain why we believe it essential that the capital 
of the DLF be increased by $700 million out of fiscal year 1961 appro- 
priations and that an aeneieners expense limitation of $2,150,000 
be enacted for the next fiscal vea 

Our request for added « canal ‘which would make available $150 
million more than in the current year, is based on the following 
considerations: (1) the necessity, in terms of our foreign policy objec- 
tives, of continuing activity in most of the 43 countries in which we 
have already been active; (2) the importance of expanding our lending 
in those countries where ack economic gains, contributing to more 
self-sufficient economies, are potentially the greatest; (3) the need to 
expand our support of private U.S. capital in its efforts to join in the 
developmental effort abroad ; (4) the importance of expanding develop- 
mental loans as a means for ultimately reducing the need for bilateral 
srants of economic assistance; and (5) the knowledge of apparently 
sound applications in preparation or on hand which would require 
even more funds than we are requesting. 

We are proposing an administrative expense limitation approxi- 
mately 18 percent greater than that enacted in the current year 
first, in order to assure that approximately $1 billion in loans already 
approved, which are moving at an accelerating rate into their imple- 
mentation phases, are efficiently carried out; second, to undertake a 
higher level of new lending; third, to permit more ac — cooperation 
with and support of private enterprise; and fourth, to permit more 
analysis, negotiation, and inspection on the spot, i the countries 
with which we deal. 

FOREIGN POLICY SETTING 


The DLF is an instrument of U.S. foreign policy and its operations 
are attuned to that policy. You will recall that the legislation 
enacted almost 3 years ago specifically places the DLE under the 
foreign policy guidance of the Secretary of State. 

There are, of course, other than foreign policy requirements which 
govern the scope and direction of our lending. The legislation and 
our administrative interpretations impose a variety of economic and 
technical criteria as well. Three principal, although not exclusive, 
criteria govern the direction of DLF lending: first, a major U.S. 
foreign policy interest in a high rate of economic development; second, 
a capacity to mobilize domestic resources and to use foreign assistance 
effectively in furthering economic development; third, a need for 
foreign resources which cannot be financed by other private and 
public institutions. 
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LOAN OPERATIONS 


The history of DLF lending is graphically illustrated on page 2. 
and summarized statistically on page 5, of the red presentation book 
which we have provided to the committee. There, you will see that 
as of January 31, 1960, approved loans totaled $958 million out of 
$1,400 million in available capital. These approvals represented 118 
loans and guarantees in 43 countries. 

Now I am sure you are wondering why $700 million in additional 
capital is being requested when more than $400 million is still available 
for commitment. I am afraid that these doubts rest on an erroneous 
notion that there is a monthly, quarterly, semiannual, or other short- 
range rate of activity which suggests the level of future funding that 
is required. 

On the basis of some years in this field at the Export-Import Bank, 
I am convinced that development lending does not and cannot take 
place in this fashion. Its commitment rates are inevitably erratic, 
owing to the varying amounts of time needed to bring a project or 
program to readiness and the wide range of costs covered by develop- 
ment projects. 

“FACTORS INFLUENCING OPERATIONS 


But additional factors bear on the operations of the DLF this year, 
A considerable amount of my time and of the staff,as well was spent in 
a review and assessment of policies and operations, a matter to which 
I will return in a few moments. Furthermore, the new requirement 
that section 517 of the Mutual Security Act apply to DLF has had 
an effect on the timing of our lending. Completion of basic engineering 
and reasonably firm cost estimates prior to the actual obligation of 
funds, which takes place when a formal loan agreement is signed, 
would constitute compliance with this section of the act. However, 
in the interest of more effective compliance with the intent of Congress, 
we normally require that such conditions be met before submitting 4 
loan to the Board of Directors for approval. Moreover, we are now 
unable, as we were in the past, occasionally to conclude a loan agree- 
ment which makes the completion of basic engineering a condition 
precedent to disbursement. 

These factors all had their effect on DLF operations at about the 

same time. Now, however, we are moving ahead rapidly once again. 
Projects and programs now approaching the point of consideration by 
our Board of Directors will consume all or virtually all of our lending 
authority by June 30 of this vear. 


LOAN AGREEMENTS 


As the chart on page 2 indicates, $822 million of the $958 million 
in loans through January 31 of this year had been signed into loan 
agreements, or formally obligated, as of the end of January. The 
chart reveals how, over time, we have been able to reduce the time gap 


between the approval and the signing of a loan to the point where 89 | 


percent of our approvals are now formally obligated. 

The same chart shows a rise in disbursements to a level of $178 
million on January 31 of this vear. Our projections show a steady 
increase to about $245 million by June 30, 1960, and to about $550 
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million by the end of fiscal year 1961. The fact that our disburse- 
ments are now lagging behind obligations by about 2 years or so is 
consistent with the experience of other lending institutions, such as 
the Export-Import Bank and the IBRD, whose funds are generally 
disbursed over a period of several years while a project or program is 
being carried out. 

Repayments of principal and interest earnings are also rising as 
outstanding loans move toward maturity. Complete financial state- 
ments are carried in the last section of the red book. 

The bulk of our lending through January 31, as you can see from 
the charts on page 3 in the red book, has been in south Asia, the Near 
East, and the Far East and for the purpose of developing transport 
and communications, industry, and power. 

For a detailed breakdown of our ac tivity, I refer you to the section 
cititled “Approved Loans.” There, we summarize the various phases 
of our lending activity by region, by individual loans, and by fical year. 
The bulk of the section consists of detailed desc ‘riptions for all loans 
approved thus far. 

RECENT CHANGES 


For every organization, there comes periodically a time of stock 
taking; no organization can remain static in this rapidly changing 
world. Early last fall, it seemed particularly appropriate that the 
DLF itself pause to take stock. It had by that time accumulated 
approximately 2 years of operating experience, sufficient to judge the 
operational choices made in its earliest days. Several studies of its 
policies and organization already had been initiated. Moreover, as I 
took over my responsibilities as Managing Director in early September 
1959, a self-assessment seemed appropriate and timely. 

The results of this appraisal should be gratifying to those who 
guided the DLF during its early stages. The basic approach then 
charted still seems sound; the early decision to emulate the Export- 
Import Bank and the IBRD insofar as circumstances would permit has 
proved to be correct. 

However, as a result of this review, the Board of Directors has 
decided to institute certain changes. With some of these you may 
already be familiar; ochers may “be new to you. They include an 
internal reorganization of the DLF, a reduction of the application 
backlog and a change in procurement policy. It is these changes that 
I would like to discuss. 


OVERSEAS INSPECTION MADE 


However, lest I leave you with the impression that this review was 
confined to Washington or that it was concerned solely with organiza- 
tional, procedural, and broad policy matters, let me first emphasize 
that a substantial part of the appraisal took place i in the less developed 
countries themselves and included within its scope loans already ap- 
proved, and pending and prospective applications as well, Over the 
past few months all of our senior officials, our senior loan officers and 
most of our engineers and economists have spent at least several weeks 
each visiting the less developed countries with which they are con- 
cerned. Two of the six months I have spent with the DLF have been 


taken up with a travel schedule covering over 50,000 miles—as much 
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as 4,000 miles in a single country. In the course of visits to sevaj, 
countries reaching from Taiwan to Spain, I looked intensively int 
our present operations and conducted various negotiations. 

In the course of these visits, numerous problems involved in th 
implementation of approved loans were worked out, DLF policies an 
operating procedures were clarified and the DLF’s requirements fg 
the information which must accompany applications were explained t 
many who are unfamiliar with the practices of a development financing 
institution. As a result, our borrowers, our applicants, and we ow 
selves are now better equipped for more efficient and expeditious join 
endeavors. 

ORGANIZATION CHANGES 


In the course of this self-assessment we concluded that certain fune. 
tions were understaffed, that others being performed by ICA would 
prove more effective under DLF management’s direct control and thy 
a general reorganization would result in a more coordinated and eff 
cient operation. 

The resulting reorganization is graphically illustrated on page I 
of the red book and detailed further on page 101 and in the separat 
blue-covered book on administrative expenses. | should like to dra 
your attention to three of its aspects in particular. First, we noi 
have a Deputy Director for Private Enterprise who, with an aug 
mented staff, is expected to strengthen our activity in that sector 
Second, we are providing for a system of audit and accounts withil 
the DLF itself. 

Il might add with the full cooperation and assistance of Mr. Murphy 
and his staff. 

This function is now being performed by ICA on a reimbursement 
basis. Third, the new organization provides for increased emphasi 
on engineering, economies, and financial analvsis. 


REDUCTION OF BACKLOG 


We were impressed in the course of our review with the continuing 
large size of our application backlog. It had been running at abou 
1.5 billion for more than a year. It was evident, given the resources 
then at our command, that we could not, within the next vear or & 
commit funds in that amount. Under these circumstances, it was 
apparent that many applicants would remain uncertain as to the fat 
of their proposals for a year or more and that this uncertainty might 
culminate in disappointment. This state of affairs seemed neithe 
fair to the applicant nor prudent in terms of U.S. foreign policy. W 
therefore elected to return to the applicants all proposals on whic 
action could not be taken within the current fiscal year or a fev 
months beyond. Thus, our current backlog, which is in excess @ 
$700 million, is not a measure of our full lending potential. 


PROCUREMENT POLICY 


| should now like to turn to a basic shift in policy which has bee! 


the subject of substantial public discussion and, if I may say 80, 
considerable misunderstanding. I refer to the Development Loat 


Fund’s procurement policy announced on October 20 of last year. 
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On that date I announced that the DLF would thenceforth place 


primary e mphasis on the financing of goods and services of U.S. origin. 


The phrs ase ‘“‘primary emphasis” was carefully chosen. We recognized 
that it would be necessary on occasion to finance other than U.S. 
goods and services in order to avoid undue hardship to our borrowers. 

Basically, this change was an attempt to improve our fulfillment 
of the congressional mandate that the DL wf take into account, in 
connection with any financing transaction, “whether financing could 
be obtained in whole or in part from other free world sources on reason- 
able terms.’”’ We had observed, in examining many _ proposals 
entailing non-U.S. procurement, that sufficient financing on reasonable 
terms from the nation likely to be the source of supply was difficult 
if not impossible to arrange. Yet we knew that the other industrial- 
zed countries of the Western World were in a much improved eco- 
nomic position, capable of expanding considerably their development 
financing on the terms that the less developed countries require. 

It was evident that our previous procurement policy deterred rather 
than encouraged the creation abroad of financing institutions provid- 
ing long-term credit on reasonable terms. It is only fitting that other 
industrialized nations provide more long-term loans on reasonable 
terms to finance their own exports to the less developed areas, par- 
ticularly when the United States is incurring a substantial international 
payments deficit. 


PROPOSED INCREASE IN CAPITAL 


It is against this background that the Development Loan Fund is 
now proposing a $700 million increase in capital out of fiscal year 
1961 appropriations. New financing in this amount, out of funds 
already authorized, would enable the DLE to expand its lending to a 
level about $150 million higher than in the 2 preceding years. 

A few minutes ago | summarized the reasons for this request. At 
this point I should like to explain these reasons in more detail. 


CONTINUATION OF PRESENT LEVELS 


[It is essential to the foreign policy interests of the United States 
that the Development Loan Fund continue its lending in most of the 
43 countries throughout the world in which it has already been active. 
Our present level of lending is minimal in terms of helping to bring 
about significant economic growth in the less de ‘veloped areas. It is 
also minimal when viewed against the recommendations of virtually 
every independent group which has appraised the mutual security 
program or the international economy over the past few years. 

Moreover, if the United States is to exercise leadership in enlisting 
more free world resources in the task of economic development, it can 
best do so against a background of its own undiminished effort. The 
executive branch is actively engaged in a variety of efforts to en- 
courage greater capital availabilities, on more reasonable terms, from 
the other industrialized countries of the free world. As a country 
with a high and rapidly growing income, the United States must 
continue to show by its own efforts that it places a high priority on 
increased support of development. In many areas of the world the 
DLF is the principal instrument through which this support can be 
eat 
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SELECTED EXPANSION 


The proposed increase in capital is essential] if we are to be able to 
expand and focus our resources in those places where conditions ar 
the ripest for economic expansion and where such an expansion gives 
maximum support to our foreign policy. With the goal of greater self. 
sufficieney in mind, we can make our most effective contribution to 
the less-developed countries by enlarging our effort where the wij 
and disciplined self-help essential to sound growth are already jp 
evidence and where the institutional and human resources are capable 
of accelerating the development effort in an efficient manner. We 
believe that this approach is consistent with the intent of Congress 
as expressed in last year’s revision of section 202(b) of the Mutual 
Security Act. 

We plan therefore. given a sufficient increase in our capital, to under. 
take in the next year an increased effort. in south Asia and in Taiwan, 
Others have already testified, and more will be said in the regional testi- 
mony on south Asia and the Far East, regarding the basis for these 
choices. For the Development Loan Fund, I should like to affirm 
our view that the potential exists in these areas for considerably 
increased lending against sound projects and programs. 


TRIP TO INDIA AND PAKISTAN 


Several weeks ago I returned from a monthlong trip in the eo 


mpany 
of our loan officers and engineers which took me to India and Pakistan, 


A staff-level team has also recently completed a visit to India where it 
surveyed future development Prospects. On the basis of What we 
now know, these two south Asian countries will be able in. the 
next fiscal year to initiate far more development projects and pro- 
grams, for which financing is not yet assured, than even the increased 
capital we are requesting could Support. We expect that. as in the 
past, substantial financing will be made available by other free world 
sources and we hope that the amounts will rise. But even under 
optimistic assumptions regarding contributions from elsewhere jn the 
free world, the unfunded remainder constitutes a potential for sub- 
Stantially increased DLF activity in this area. 

On my recent trip abroad I also visited Taiwan. One need only see 
the substantial economic advances already made and talk to the 
skilled and dedicated businessmen and public officials who have 
Vitalized this island economy to appreciate the considerable economic 
potential of Taiwan. Given sufficient sound applications, I am con- 
vinced that the DLF can expand its lending in Taiwan to a sub 
Stantial degree and thereby participate with the Government of the 
Republic of China in its program to move more rapidly toward self- 
sufficiency, 


INCREASED ATTENTION TO PRIVATE ENTERPRISE 


When it created the Development Loan Fund, the Congress re- 
affirmed that “* * * it is the policy of the United States * * * to 
strengthen friendly foreign countries by encouraging the development 

enterprise system * * * 
favorable to the investment 


of their economies through a competitive free 
[and] to facilitate the creation of a climate 
of private capital.”’ 
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We in the Development Loan Fund regard this emphasis on private 
enterprise in our basic law as a clear mandate to work with and through 
the business community to the utmost extent possible. Our task, as 
we see it, is not merely to assist less developed countries, but to assist 
them in ways that will reflect, reinforce, and use free enterprise. 

Of the total loans and guarantees approved for spec ‘ific projects and 
programs through January 31, 1960, $304.1 million, or 32 percent, is 
for the direct benefit and use of the private sector. Forty -three loans 
and two loan guarantees were approved for this purpose. About $160 
million of the total consists of transactions with private borrowers and 
intermediate institutions which relend to private entities. The 
balance went to governments who will make the foreign exchange thus 
secured directly available to private industry. Our activities in 
connection with private investment are explained in a separate section 
of the red book beginning on page 23. 


ACCELERATED ASSISTANCE TO PRIVATE ENTERPRISE 


While DLF assistance to private enterprise has been substantial, 
my travels abroad and throughout this country have provided con- 
vincing evidence that a substantially accelerated effort in this direction 
isnow possible. DLF is emerging as an important catalyst in attract- 
ing U.S. and other foreign capital to the less-developed countries. 
Indeed, in the months immediately ahead, the combination of $100 
million of private capital with new DLF loans may be a conservative 
estimate. Compare this figure with the 1958 total of $59 million for 
all new U.S. private investment (other than oil) in the less developed 
part of the world, except for Latin America. 

In order to help private U.S. investors to expand significantly their 
activities in the less-developed areas, the DLF must be capable of 
lending at a higher overall level than it has in the recent past. 

Lest I leave the impression that our interest in free enterprise is 
confined to the large projects in which substantial American interests 
invest, let me emphasize our interest in and support of development 
banks or loan funds which extend long-term credit to small business- 
men. To such institutions the DLF had extended 14 loans and J 
guarantee totaling almost $75 million by January 31 of this year, 
Thirty-three loans under $100,000 have been made by such institu- 
tions as the result of DLF credits. 

We know from long experience how the viability of a free economy 
rests on the small entrepreneurs who form its core. Yet many areas 
remain where loans on reasonable terms are either unavailable to 
small investors or available only to an insignificant extent. An in- 
crease in capital is required if the DLF is to make a larger contribution 
in this direction. 

REDUCE NEED FOR GRANTS 


However, beneath these reasons for a higher level of lending by the 
Development Loan Fund lies another, more fundamental one. It 
originates in the wish, as expressed in section 503(c) of the Mutual 
Security Act, that bilateral grants of economic assistance be pro- 
gressively reduced and terminated. 1 think you will agree that a 
principal means of reducing the need for such assistance are those 
courses of action which hasten economic growth and self-sufficiency. 
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Certainly the deve ‘lopme ntal loans of the DLF are one such means. 
The goal expressed in section 503(c) argues, I believe for 


a larger 
role for the Development Loan Fund. 






DLF CAPABILITIES 


On the basis of 6 months with the Development Loan Fund, the 
review which I have deseribed and the changes which have been 
instituted, | am convinced that the $700 million in capital which we 
are proposing can be handled in a sound manner. 

I should like to refer the committee to pages 15 through 21 of the 
red presentation book Fae the DLF operating policies and_pro- 
cedures are de ‘sc ribed 4 some de ty ail. You will note the process of 
review to which a said is subjected. It is examined to determine 
whether other sources of financing are available. Its economic and 
financial aspects are explored; cost estimates, engineering soundness, 
the general economic condition of the borrower's country, the pro- 
posal’s contribution to economic development and the impact of the 
proposed activity on the U.S. economy are all evaluated. In short, 
our procedures result in a sound review. 
DEVELOPMENT PROPOSALS SUBSTANTIAL 
Moreover, the availability of developmental proposals remains sub- 
stantial. Applications are still being received at a rate in excess of 
our available funds. On the basis of the discussions throughout the 
world which I have already described, we have been informed of 
apparently sound applications in preparation which, together with 
those now on hand, would require even more than the funds we are 
now requesting. 

In preparing this request, we have taken into account an antici- 
pated rise in capital available from international institutions and 
other nations. We have assumed that the Inter-American Develop- 
ment Bank will undertake some of the lending in Latin America 
during fiscal year 1961 which the DLF would otherwise assume, that 
the International Development Association will not commence opera- 
tions until late in the year and that our efforts to increase the con- 
tributions of other industrialized nations to this effort will be sub- 
stantially successful. 


ADMINISTRATIVE 





EXPENSE 





LIMITATION 


After a careful review of our administrative needs, we estimate that 
$2,150,000 will be required for administrative expenses in fiscal yeat 
1961, a $330,000 increase over the current vear. If we are to admin- 
ister adequately the loans already made and to undertake the acceler- 
ated activity proposed for fiscal year 1961, the increase is essential. 

The detailed justification for our request has been presented to this 
committee in a blue-covered volume entitled, “Limitation on Admin- 
istrative Expenses, Fiscal Year 1961.” 

This is the blue book, Mr. Chairman, that I am referring to, and 
again I do not see it on some of the members’ desks but we shall supply 
it at the earliest possible moment. 

My colleagues and I are available for questioning on these detailed 
estimates either today or at any future date. | should like to use my 
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time now, however, to discuss the real significance of this proposed 
increase in administrative funds. 





INCREASE IN ADMINISTRATIVE FUNDS 



















































he The case can best be put, perhaps, in the following terms: We are 
en | proposing a total of about 90 professional and technical people to run 
we | a multibillion-dollar lending operation. In fiscal year 1961 they will 
be responsible, before the Congress and the American people, for seeing 
he | that more than 140 loans in over 40 countries, amounting to about $1.4 
ro- | billion, are carried out in accordance with the laws of our land, meet 
of | high technical standards, and fulfill our objectives. They will also 
ine | be responsible for processing $1 billion or more in new applications or 
nd | applications on hand and conducting the basic analysis and negotia- 
ss, | tion that will result in approving about $700 million more in new toans. 
ro- Too often we tend to conclude that once funds are obligated our 
the | purposes are achieved and our work is done, except for billing and 
rt, | collection. Nothing could be farther from the truth. Before dis- 
bursement arrangements are approved, the DLF must see that con- 
ditions specified in the loan agreement are met, that detailed engineer- 
ing plans, drawings, and specifications are worked out, that contracts 
are properly awarded, that U.S. business is adequately informed re- 
ib- f garding possible procurement, and that financial and progress report- 
of | ing is arranged and understood. When progress reports are made 
the | they must be reviewed, difficulties discovered, and corrective action 
of — undertaken. 
ith As of today, these responsibilities, which we call implementation, 
are | cover 118 loans and 2 guarantees in 43 countries. 
Ici- LOCATION OF LOANS 
nd 
op- And now, Mr. Chairman, I have brought this chart with me for the 
ica | purpose of defining, if I can, rather than just the bare dollar figures, 
nat where these various dollar loans are located throughout the world 
ra- | that today total $958 million. 
on- They inelude 12 railway expansion loans in 9 countries, totaling 
ub- | $152 million; 11 highway loans in 10 countries, totaling $101 million; 
14 port, waterways, airport, and communications development loans 
in 11 countries, totaling $48 million; 15 loans in 12 countries for power 
generation and transmission and for multipurpose dams, amounting 
to $75 million; 36 loans and 1 guarantee, totaling $220 million, for 
hat | industrial plants and facilities in 22 countries including, for example, 
ear | cement plants in 5 countries, pulp and paper mills in 3 countries, fer- 
in- | tiizer plants in 2 countries and sugar mills in 2 countries; and, finally, 
ler- | 5loans for irrigation and land reclamation in 5 countries, totaling $52 
million, 
his If the DLF were to approve no more loans from this moment on, it 
in- | Would still have the responsibilities in 43 separate countries that I 
have just outlined. But it will make more loans both this year and 
ind | next. In doing so it will process many more proposals than are 
ply | ultimately approved; for each approved loan, it will have undertaken 
detailed prior analysis. I should be glad to show the committee a 
led } typical staff paper supporting my recommendations to the Board; and 
my | for each approved loan, a detailed loan agreement must be drawn up 


and negotiated. 
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BACKLOG OF APPLICATION 


in th 

An indication of the scope of the proposals which the DLF wil] ne 
review in deciding on those which should be evaluated intensively is | 
suggested by our current backlog. At the present time we have under | °° 
consideration more than $800 million in proposals, representing about tat 
80 applications from 30 countries. These include applications for a 
transport and communications development in 19 countries; power . e 
generating and transmission facilities in 7 countries; plastics and eo 
chemicals plants in 4 countries; steel mills in 3 countries; papermills Bank 
in 2 countries; truck and farm machinery in 2 countries; together with = 
a wide variety of proposals covering a range of industrial activities, pid 
A workload of these proportions calls for substantially more than | 2! 
the 10 senior loan officers, 7 engineers, 7 lawyers and 3 economists a 
that we now have. By the end of this coal year we estimate that total ac 


employment will be 150 positions, 15 less than estimated in last year’s 
budget; 124 of the total will be on our rolls and 26 will be provided br 
ICA on a reimbursement basis. Sev enty-eight of the 150 will be ina 
professional or technical category. For fiscal year 1961 we have} \J 
projected a net increase of 30 positions, raising total employment to ie 
180 persons, 2 of whom would remain on ICA rolls. This net increase 


your 
than 
crow 


red 


represents a decrease of 24 positions for financial and administrative 
support services now available within ICA and the addition of 54 
positions to the DLF rolls. The proposed staffing pattern is outlined | gry 
on page 20 of the administrative expense book. t by 

The decision to undertake direct control of, and staff our own office | \{ 


for, various functions now provided by ICA is based on a review of } proly, 


our audit and accounting functions made by a nationally known public | | ; 
accounting firm. I might add the name of that firm is Touche, Ross, } expe; 
Bailey & Smart. The principles involved in this and other recommen- | yith 


dations in the report were accepted by the Bureau of the Budget, the 
General Accounting Office, and the Office of Mutual Security 
Inspector-General C ‘ontroller. The recommendations are reviewed in 
some detail on pages 10 to 15 in the blue administrative expense book, | I 
Increased travel is also required. ‘The experience of the DLF and } woul 
other institutions engaged in development lending is that it is efficient } 1960 
and time saving for staff representatives to travel in connection with | in th 
active loans, to negotiate loan agreements at first hand and to secure f $55,1 
information on the spot on applications under consideration. from 
In summary, the $330,000 increase which we propose is a net increase | have 
representing mainly a rise in the cost of personal services, travel, and | we h 
overhead costs on one side, and a fall in payments to other agencies | 0 so 
for contractual services on the other side. So 


DLF EARNINGS Coun 


It is a sign of the mature stage to which the DLF is moving that | 
its dollar earnings in fiscal year 1961, consisting of interest and fees 
alone, will be more than four times the costs of administration and} Ir 
will exceed administrative costs for the second straight year. In effect, | devel 
our request is for authority to use about 25 percent of anticipated | in th 
dollar earnings for running the organization, a percentage which is} M 
likely to decline signific antly in later years as dollar earnings increase bbe ol; 
from loans already made. If foreign currency earnings are included fount 
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in the calculation, administrative expenses would be but 9 percent of 
fscal year 1961 earnings. 

I should also like to call your attention to the provision in the pro- 
posed appropriations leg islation which authorizes the DLF to treat as 
nonadministrative expenses those expenses to protect its investment 
that cannot reasonably be anticipated but need necessarily be incurred 
in unusual circumstances, audits, or other services. This provision 
was also recommended by the public accounting firm to which I have 
already referred; a similar provision is contained in Export-Import 
Bank le gislation. The nonadministrative expenses covered by the 
language include those for special legal, accounting, and other services 
required in connection with the acquisition, operation, maintenance, 
improvement, or disposition of any property in which the DLF might 
acquire an interest as a result of its activities. It also covers expenses 
of collections of pledged collateral. 


CONCLUSION 


Mr. Chairman, thank you again for this opportunity to talk with 
your committee about a young organization, one with slightly more 
than 2 years of activity behind it whose role in contributing to the 
mowth of the free world is now recognized and relied upon by hun- 
dreds of millions of friendly people. By its record, it merits the neces- 
ary tools with which to do the efficient and effective job assigned to 

tby the Congress and the executive branch. 

Mr. PassMan. Thank you very much, Mr. Director, for your com- 
prehensive statement. 

[ think the fact that I own a business and have had considerable 
experience in business probably works against my ability to deal 
vith this, more so than if I did not have that background. 


PUBLIC DEBT 


I believe that you, along with the members of this committee, 
would like for us to note for the record at this time that as of March A 
1960, our public debt had climbed to $290,721,583,220.32. Thus far 
in the fiscal year 1960 the net deposits to the Treasury amount to 
$55,172,534,191.19, but during that same period the total withdrawals 
from the Treasury have amounted to $62,325,670,869.25. So we 
have already withdrawn almost $7 billion in this fiscal year more than 
we have actually taken in. We hope that proportion will change, 
tosome extent at least, before the end of the year. 

So, one of those things which we are trying to figure out is how 
lar we can go without actually breaking down the economy in our 
country. JI am sure I do not have the answers. 


NUMBER OF UNDERDEVELOPED COUNTRIES 


I note from your statement that you have made loans to 43 under- 
‘developed countries. How many underdeveloped countries are there 
iin the world? 

Mr. Branp. Mr. Chairman, I cannot give you that figure. I will 

be glad to submit that for the record. There are more underdeve a dd 


ded countries than those to whom we have made loans for the reason. 
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For example, in Latin America there are several countries which we 
class as underdeve loped but they are not included in our loans this 
year because other institutions and other financial agencies as wel 
as the private sector have been able to respond to their demand 
sufficiently. 

Mr. PassMan. I believe that last year the agency listed 57 coup. 
tries as being underdeveloped. Of course, maybe new nations hay 
been brought in since that time, and it is contemplated there wil 
possibly be another seven or eight new nations this vear. If they ar 
going to be listed as ulcede ‘veloped nations, I wish we could hay 
inserted in the record just how many underdeveloped nations ther 
will be. 

(The information supplied follows:) 

The term ‘underdeveloped country” has no finally agreed, precise definitio: 
It is generally applied to countries whose per capita gross national product is k 
in comparison with the United States and the countries of Western Europ 
However, other criteria also are used to distinguish these countries, such as th 
level of industrialization, the degree of technological advance in both industr 
and agriculture, and life expectancy. On this basis, 59 free world countries ¢ 
be described as underdeveloped. Not included in this number are autonomou 


republics which maintain constitutional links with developed countries, depende 
oversea territories, colonies, or trusteeship territories. 


SIZE OF FUTURE DLF PROGRAM 


Mr. PassmMan. Following your statement very carefully, M 
Brand, it would indicate that the agency expects this organizatio 
to grow and that vou anticipate many more years of operation, 
vour capital fund will have to be increased and new overoprialll 
will have to be made. That prompts me to ask if you would perhaps 
assist the committee, because of your experience as a banker, to arri 
at about what our commitments could be, projecting this on out int 
the future. I believe we all agree that when you start something lik 
this it cannot be cut out overnight. 

The Budget Director a few days ago, in a discussion, said there is 
mortgage on the American people of approximately $750. billior 
In other words, our commitments of our own people, taking us in 
generations yet to be born, approximate $750 billion. In view of t 
fact we are, past and present, in 76 nations of the world with som 
type of foreign aid program, the status of which is such that we do 1 
see how we can cut it out overnight, I wish we could have it indicate 
somewhere, even as an educated guess, just about what our commit 
ments may be in other parts of the world, and the obligations that w 
must meet, so that it can be added to the $750 billion to which M 
Stans referred. Then we could come to the total of how much we a 
mortgaging the lives of generations yet to be born. 

Mr. Branp. The decision will rest, and properly so, on the Congres 
of the United States as to the size these figures will reach in the future} 
But I will respond to your question to the best of my ability, M 
Chairman. I shall depend on a personal viewpoint derived from m} 
experience in the Export-Import Bank rather than the 6 months |} 
have been in the Development Loan Fund. 

In 1946, as I recall, the Export-Import Bank made the larges 
amount of loans in its history. When I came in as a director in 195 
it was running at a level of between $300 and $400 million, but 
1946 it had assumed the proportions of $1.2 billion. 
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In 1957, the full fiscal vear before I left the Board of Directors, 
the highest level of lending, if | remember correctly—and this could 
have been in 1958—was $1,080 million. The next year it was around 
$860 million. 

So you see the record of a very well operated institution, I believe, 
in the eyes of the Congress as well as in the financial world, has been 
a fluctuating experience, depending upon the needs as they may 
develop in the world and its financing means. 


DURATION OF DEVELOPMENT LENDING 


| believe very sincerely, Mr. Chairman, that the need for de ‘velop- 
ment lending will run, I would approximate, at least 20 to 25 years 
in the future. 

I believe that there may be reason to judge its operations on the 
basis of other financial institutions which have arrived at approxi- 
mately the level of our suggested lending today, and [ am referring 
to both the Export-Import Bank and the World Bank, although 1 
development lending the Development Loan Fund today is a little 
larger than the Export-Import Bank in the field of underdeveloped 
countries. 

Mr. PassMan. You are referring to sound business loans. I am 
talking about the organizations that are making commitments where 
there is serious doubt there will be any great return in the way of 
assets which can be used in reducing the public debt. 


SOUNDNESS OF DLF LOANS 


Mr. Branp. My comments are directed only to sound lending, 
and I think those in the Development Loan Fund are as sound as in 
the Export-Import Bank. 

Mr. Passman. Then I would say your testimony will be in direct 
contradiction to that of other witnesses; but if you want to rest your 
case on the statement that they are as sound loans, that is all right. 
To many of us there is serious doubt they will ever be repaid; and 
under our contracts they are repayable loc ally in local currencies and 
the local currencies must remain in the country, and we cannot transfer 
the currency of one country into another country. But if you con- 
sider these loans as sound as those of the Export-Import Bank, I will 
not quarrel with your statement. 

Mr. Branp. Mr. Chairman, I did not finish my statement. I 
meant sound in respect to the engineering qualities, the technical 
soundness of a loan, and I was going to add that the basic difference 
between the two is that a part of the repayment of DLF loans is in local 
currencies. 

Mr. Passman. The larger part, of course? 

Mr. Brann. Yes. It has averaged about 75 percent, Mr. 
Chairman. 

Mr. Passman. All right. 


GROSS PUBLIC DEBT OF COUNTRIES OF THE WORLD 


I should like to insert in the record at this point, since we are dis- 
cussing a matter which could very well increase our public debt, a 
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statement listing the gross public debt of central governments of the 
countries of the world. It shows that the public debt of all the coun- 
tries except the United States totals $243,125,600,000, and that the 
public debt of the United States as of December 31, 1959, was 
$290,900 million. This reveals that the public debt of one nation, 
the United States, exceeds the total of all the other nations of the 
world by $47,774,400,000. 

(The statement follows:) 


Gross public debt of central governments of the countries of the world 
(Latest available data) 


a a eg ee ET Le Oe oS ee ee ee _.. $49, 750, 000, 000 
DER MAINORIROM Se ae a a ne 833, 000, 000 
OM Re re ee Geko ae: 316, 000, 000 
., Peery... =< gs fe tg a 28, 000, 000 
ie MeN! 8 ee 2 le 2 See ee Sie 20, 000, 000 
6. Yugoslavia_ 5 deere Sa ea are i a 352, 100, 000 
2. SSO ROSIOVONIA... = .....~-.-.- Ba eh ae ag a 6, 300, 000 





51, 285, 400, 000 
8. Communist China and Asian satellites (incomplete data— 


figures given only for recent Communist China and 


North Korea domestie bond issues)_.___________- ne 2, 971, 200, 000 
Total, Communist bloc _ - - Pot eee eR tr Re 54, 256, 600, 000 
9. Argentina_ la a Bh ee ce a et 863, 000, 000 
10. Bolivia a ha Oe ee ee ee ee 219, 000, 000 
11. Brazil sae Beira he arcs Sa biter aise ek tan on eo ds 1, 416, 000, 000 
12. Chile 3 5 zs ae # : eee 641, 000, 000 
13. Colombia eee eee eee BES) sea Se 187, 000, 000 
14. Costa Rica___- tulle Deities Oe fae Be — Re Bad et 76, 000, 000 
15. Cuba- ON eR Re A ie ele we 1, 280, 000, 000 
16. Ecuador rs OE hE ER a A NS Oe 77, 000, 000 
17. El Salvador eee ee” eet pene igh BS, etl sep aeegtel 17, 000, 000 
18. Guatemala pee eet st eat oo Soe Soe ke 53, 000, 000 
I RE hg ee bat ha ‘ Soh ada dase Bee 73, 000, 000 
I fe Se 23, 000, 000 
21. Mexico SR lnm IN te gS : Res Rte ee 965, 000, 000 
22. Nicaragua_....- i . ere ees Bae pt hes 5, 000, 000 
23. Panama Lie we bene ecic ce es eS ee 65, 000, 000 
ic a ee ek Sw witt whe ackaes chp 17, 000, 000 
I 236, 000, 000 
| ein ty aS Ei a REE a Se cD 480, 000, 000 
27. Venezuela___- ee se ene ae Fe 7, 000, 000 
28. Belgium-Luxembourg__________-__- pe sate : 6, 686, 000, 000 
a ig fe a a Ae ee 1, 210, 000, 000 
lS aE eee ORE Seen en eee a eee 15, 428, 000, 000 
RR NT a i ore mw ei im we 5, 298, 000, 000 
I eee Bete haar eal oe 18, 000, 000 
oo. Italy - 2 Ra eee eee Naess oe oe See Sh eS 9, 222. 000, 000 
a are a ig Sa Cul ela 4, 753, 000, 000 
ee a 1, 234, 000, 000 
I Nc I ne Gt 497, 000, 000 
i ON EI rs an al eemaeais Doan maw nks 75, 730, 000, 000 
a OE RE VCS SR ko 2 = ee 561, 000, 000 
i td kN te a 5 uae 1, 157, 000, 000 
I TO CL hd At 3, 706, 000, 000 
I nN a 1, 489, 000, 000 
rr sie one ee RO ee A 538, 000, 000 
eRe tee 80 Sie eee es i ee 2, 262, 000, 000 
i a he panne 1, 020, 000, 000 
URI an eS ee a ee A Bete ee 8 ei 271, 000, 000 
No ee Ee Fe iad 549, 000, 000 
4 


sd as a Soc He 1 gw tf se Scan Se Use ml 109, 000, 000 
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Gross public debt of central governments of the countries of the world 
(Latest available data)—Continued 


i... SE eer ey goer eer ae oa $1, 182, 000, 000 
. Jordan__-_-_- : Eat ee 24, 000, 000 

. Lebanon. - - -- ewe e sus LUM 18, 000, 000 

Svri bt ks a j : 42, 000, 000 

‘ ; ae ; : 648, 000, 000 
Afghanistan ; i , ; 5 oe 183, 000, 000 
oo es “Ke ae bie 374, 000, 000 
55. India___-_ beds : Le Bas : 10, 424, 000, 000 
). Pakistan — : 5 eee wid 1, 292, 000, 000 
. Burma erat etait hints in Sede os 220, 000, 000 
3. Indonesia __ Ste a ee = os He 3 720, 000, 000 
Japan ae et Sete 2. 653, 000, 000 

i). Republic of Korea (South) __- ' 361, 000, 000 
Mal: Ava_- . ; i aye . re peak 250, 000, 000 

}2. Philippines_-—_ - = ; : pices She Perea aie $21, 000, 000 
Thailand s oe id ‘ pecs 406, 000, 000 

}4. Laos __ ‘ nie ; s 32, 000, OOO 
». Vietnam (South) ee ; Ae 352, 000, 000 
i6. Singapore __ . : 38, 000, 000 
7. Ethiopia- - -- - a : 51, OOO, OOO 
8. Ghana = : i de 57 Cee ae 
19. Liberia_ Z : : 23, 000, 000 
. Morocco ; : , 000, 000 
. Nigeria : , 000, 000 
2. Sudan __. ; Be res , 000, 000 
3. Tunisia : , ; — , 0OO, DOV 
4. Union of South Africa a: , 000, 000 
Australia > 694, 000, OOO 

). New Zealand ia 2, 286, 000, 000 
. Canada_- - ; 20, 220, 000, 000 
Total, free world (except United States) L188, 869, OOO, OOO 


Total, all countries, (except United States) 243, 125, 600, 000 
78. United States (Dee. 31, 1959) _ - - oo fteok . 290, 900, 000, 000 


Total, all countries , : 534, 025, 600, 000 
Gross public debt of the Government of the United States 
exceeds the combined public debts of the central govern- 
ments of the countries of the world by _ _ - ; 17, 774, 400, 000 


Mr. Passman. Mr. Brand, on page 3 I note the following statement : 


Iam afraid that these doubts rest on an erroneous notion * * 


Who has this erroneous notion? 

Mr. Branp. I certainly do not believe the Congress has, Mr. 
Chairman, and perhaps the sentence is one that might well have been 
avoided. The erroneous notion comes from contacts with various 
people when I am around the country making speeches and visiting 
with organizations. When I mention we have $400 million they say, 
“Mercy, that means you probably do not need any more money.” 


FACTORS AFFECTING ACTION ON LOANS 


Mr. PassMAn. On page 4 you mention a few of the factors that 
bear on the speed with which you can commit and obligate funds. 

Would you care to comment? 

Mr. Branp. Yes; I might enlarge on that, Mr. Chairman. 

Up until last year, before section 517 was applied toDLF and prior 
to section 103, which applies to water projects, irrigation, and so 
forth, and requires the assessment of the benefit-cost ratio, we handled, 
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as does the Export-Import Bank, engineermg in some instances on 
this basis: where it was a very important matter and a lot of infor- 
mation was needed on engineering, we made it a condition in the loan 
agreement that before any disbursements were made that engineering 
must be done. Now section 517 requires that before we sign a loan 
agreement the basic engineering must be provided. 

Actually, there is no difference except in timing. It does not make 
any difference about the amount of work that has to be done. It is 
just a question of when it is done. 

Today we withhold approval until the engineering work is done. 

I find in administering the Development Loan Fund the closest I can 
stick to the legislative intent the better off lam. So I am observant 
of the legislative intent as well as the words of the law, and I think it 
is better to have the engineering work done before we present it to the 
board of directors, and that is the policy we are presently following, 
That slowed things up for a few months. 

We have many cases—-I think we said in our paper over 80 
we are now considering. Many have this engineering problem in- 
volved and therefore some of the cases would not come to the board 
of directors as early as they might, but they will come before it during 
this fiscal year. 

Mr. Passman. Then you would say that section 517 of the Mutual 
Security Act and section 103 of the appropriations act continue to 
affect the speed with which you can commit funds? 

Mr. Branp. They do affect it, but I think beneficially, Mr. Chair- 
man. 

ASSISTANCE IN MAKING APPLICATIONS FOR LOANS 


Mr. PassmMan. Last year a question came up about the ability 
of some of the underdeveloped countries to properly prepare appli- 
cations for loans. I might ask at this time how many offices do you 
have set up in these 43 nations to assist them in properly filing their 
applications and informing them as to whether or not they are eli- 
gible? 

Mr. Branp. The DLF itself has none. We have available to us 
the USOM’s and the embassy staffs for this purpose. I am con- 
templating one, and only one, and that is in the area of southeast 
Asia where over 38 percent of our funds are active. I am contem- 
plating putting a man in that area—the decision has not yet been 
made—and that is the only contemplation I have. 

Mr. Passman. Where will that man be located? 

Mr. Branp. Either in Karachi or New Delhi or Bombay. 

Mr. Passman. Are not those nations getting sufficiently informed 
about the availability of these funds that they do not need anybody 
there to encourage them? 

Mr. Branp. It is not that I have in mind, Mr. Chairman. It isa 
tremendous responsibility, sitting here in Washington, and managing 
out in that area $320 million in different projects in the early stages 
of implementation. You mentioned awhile ago that once in awhile 
you lose a little sleep. I want to tell the chairman I lose a little 
sleep, too, once in a while, and that is the only reason I send a man 
out there. 

Mr. Passman. No doubt you do lose sleep, but I lose sleep for 
different reasons. 
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TRAVEL BY THE MANAGING DIRECTOR 


I note, from page 7, that you have done some extensive traveling, 
during which time you conducted various negotiations. 

Would you give a brief résumé of the type of negotiations vou have 
conducted, and whether they were in connection with previously ap- 
proved loans or were negotiations which will lead to future applica- 
tions for loans from the Fund? 

Mr. Branp. Mr. Chairman, there were three or perhaps four 
reasons for this trip. First, at the Export-Import Bank we were not 
active in this particular area other than perhaps in India. 

Second, | was a small banker, Mr. Chairman—and I am not going 
to apologize for being a small banker. My bank was one that em- 
ploved about 25 people and I always went on the basis in the banking 
business, although I was the president of the bank and not operating 
on an 8-hour basis in a small town, that looking a person in the e ve 
and knowing where he was from and what he was doing was a pretty 
good indication in appraising his application for a loan, as well as 
appraising his financial statement. I have followed this concept. | 
wanted to see the people and meet them in the country, and secondly, 
[ was not acquainted with the responsible officials in these countries 
nor with the private business sector, and I wanted to meet both. 

And finally, we had some policy changes that were effective, appli- 
cable to both the new submissions and the old. The well-known pro- 
curement policy change was one that I wanted to explain at firsthand. 
So I took advantage of going to Taiwan, from Taiwan to India, from 
India to Pakistan, from Pakistan to Turkey, from Turkey—this is on 
one visit, a trip I made just recently. I traveled 4,000 miles in India 
and 2,800 miles in Pakistan. I visited various projects such as the 
Shimen Dam in Taiwan, the aluminum company in Taiwan, and many 
others. I visited many of the so-called development banks, industrial 
banks, to get acquainted with their management. We visited some 
of the people to whom they had made loans. 

Generally speaking that was the purpose. The people to whom we 
talked ranged from Prime Minister Nehru to officials in the various 
departments. In Pakistan we talked to President Ayub and to the 
Minister of Finance and many other ministers and subministers. 

In each country we had a large meeting with the business com- 
munity, and I refer to the American oe community as well as 
the local business people. I started in Calcutta with a meeting of 
over 100 businessmen, and that was a mixed business meeting of the 
two. 

The result is that I think I have a better understanding for having 
done it. I expect to continue this kind of activity. We are asking 
for a larger amount for travel. I expect to have the senior officers do 
that. It is important for them to know more about what is going on 
in the field and, unfortunately, I do not believe we can do it alto- 
gether--we can do it somewhat——on the basis of financial statements, 
and so forth, but I think nothing takes the place of personal contacts. 

Mr. Passman. I agree with vou on that. And neither of us should 
apologize for being small bankers. Oftentimes they are the best. 

But did you see a single application in your travels which your 
bank, in your own small town, if you had the funds, would have dared 
approve? 


Mr. Branp. Yes, sir, Mr. Chairman. 
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SOUNDNESS OF LOANS 


Mr. Passman. Would you indicate for the record the applications 


you considered sound enough for a banker to approve? 


Mr. Branp. I assume you mean did we see any applications that, 


regardless of payment in local currency, my 


bank in Urbana, 


Ohio. 


would have approved? Or do you mean ‘if it was to be repaid in loe “al 


currency? 


with no bank written on it. 


INDUSTRIAL AND DEVELOPMENT 


The answer is unequivocally “No,’ 
could not take repayment in local currency. 


’ that the private banks 


But as far as the enter- 
prises themselves were concerned, they had excellent management, 
they had good reserves of working capital, they 
expand, and I felt the loans would be just as justifiable there as in 
Urbana, Ohio, except for the manner of repayment. 

Mr. Passman. The crux of the matter is in the manner of repay- 
ment. You certainly would not place any value on a postdated cheek 


BANKS 


IN INDIA 


needed mac hinery to 


You mentioned something about interviewing the heads of these 
industrial and development banks in the countries you visited. 
Where did they get the capital to set up these banks? 


Mr. Braxp The development bank ICICI— 
Investment Corp. of India—is managed by a gentleman some of you 


may know. 
country. 


He was formerly an ambassador 
And one of the directors is a well-known American banker, 


from 


India 


to 


-Industrial Credit & 


this 


George Wood of First Boston Corp. I will be happy to submit a 


report giving the details on this as well as others we visited. 


Mr. Passman. We would like to receive the re port. 
Mr. Branp. All their equity capital was private money 


single dollar was government money. 


the World Bank nad we have under consideration a loan of $ 


to this institution. 


(The following information was submitted for the record :) 


Not a 


The loans they had came from 
$5 million 


Following are brief descriptions of three industrial investment institutions in 
India; namely, Industrial Credit & Investment Corp. (ICICD], 


Corp. (IFC 2 


Obligations to investment institutions of Indian rupees derived from | 
in India, as of June 30, 


Public Law 480, 


title I 
1,000 1,000 
rupees dollars 
| 
Industrial Credit & Investment Corp. of | 
India (ICICI 100, 000 21, 000 
Industrial Finance Corp. of India (IFC)_-| 100,000 | 21, 000 





National Small Industries Corp. 
Industry). Currency conversion scale used: 1 rupee equals $0.21. 


(Ministry 


1959 
ae B! 
sie 1,000 
rupees dollars 
75, 000 15,7 


1 Fund B is a separate subaccount of the larger special development fund 


1,000 
rupees 


Total 


| 


175, 090 
100, 900 


Industrial Finance 
of Commerce 


and 


TS. aid programs 


1,000 


dollars 


36, 70 
21, 000 


This special development 


fund is the depositary not only for the rupees having their origin in MSP-financed transactions 
the sales proceeds of the 1951 
and other commodities, an 


but also rupee revenues generated by other foreign aid programs, including 
American wheat loan, the sales proceeds of Colombo plan financed wheat 
assistance received from Norw ay. TCM participates in planning the expenditure of only the fund B | 
credits. 1 rupee equals $0.21; 1 lakh (lac) equals Rs.100,000 equals $21,000; 


equals $2,100,000. 


Source: USTCM program office report, Dec. 1, 1959. 





1 crore equals Rs.10 million | 


(fund B 
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INDUSTRIAL CREDIT & INVESTMENT Corp. oF INpb1A, Ltrp. (ICICI) 


Address: Union Bank Building, Apollo Street, Bombay, India. 

Date of establishment: 1955. Ownership: Private. 

Governing board: There is a 5 to 15 member board of directors elected by the 
shareholders, plus a Government director. As of October 31, 1959, the chairman 
was G. L. Mehta. Other members ! include Sir Ramaswami Mudaliar the former 
chairman, two representatives of the British shareholders, and one representative 
of the U.S. shareholders. The Government has the right to nominate a director 
as long as any part of the Government advance is outstanding. One-third of the 
board retires each year. tetiring directors are eligible for reelection. 

General manager: The general manager is H. T. Parekh, former deputy general 
manager. 

Purpose: The purpose of ICICI is to promote and assist private industrial 
investment by providing risk and loan capital for creation, expansion and modern- 
ization of industrial facilities; by encouraging other investments; by furnishing 
or finding managerial, technical, and administrative advice and other services for 
Indian industry. ICICI has made medium- and long-term loans in both rupees 
and foreign currencies; has underwritten and subscribed public issues of shares 
and debentures and has guaranteed credit made by others. 

Capitalization: The authorized capital is $52.5 million; the initial paid-up share 
capital is $10.5 million consisting of 500,000 ordinary shares of $21 each. 

The sum of $7.35 million were taken up in India; $4.2 million by Indian banks, 
insurance companies, various directors of ICICI and their friends and associates, 
and $3.15 million by the general public as the result of an offering in February 
1955, which was oversubscribed. Subscribers in the United Kingdom, including 
the Commonwealth Development Finance Co., took up $1.05 millions. ICICI 
now has about 1,800 shareholders, including the Life Insurance Corp. of India, 
into whose hands have passed the shares originally taken up by certain Indian 
and foreign life insurance companies. 

This capital has been supplemented by borrowings from the Government of 
India and the World Bank. In January 1955, the Government of India agreed 
to advance to ICICI the rupee equivalent of $15.75 million free of interest, 
repayable in 15 equal annual installments, commencing after the expiry of 15 
years. The agreement provides that the advance shall rank after the debts, 
liabilities, and share capital of the corporation. The World Bank made available 
to ICICI, in March 1955, a line of credit of U.S. $10 million in foreign currencies. 
The repayment of this credit is guaranteed by the Government of India. In 
July 1959, the World Bank gave a second $10 million line of credit in foreign 
currencies, also guaranteed by the Government; and in October 1959, the Gov- 
ernment of India granted a second loan, this time the rupee equivalent of $21 
million at 4% percent, available to ICICI on call and repayable over 10 years. 

Operations: The corporation’s purposes are to assist private industrial enter- 
prises, particularly by making long- or medium-term loans or taking equity 
participations; sponsoring and underwriting new issues of shares and securities; 
guaranteeing loans from other private investment sources; and furnishing or 
helping industry to obtain managerial, technical and administrative advice and 
services. 

In 4% years of operation, until October 31, 1959, ICICI has approved invest- 
ments and loans for 59 companies, totaling $43.68 million. These enterprises 
are distributed throughout the country, including the States of Bombay, West 
Bengal, Bihar, Orissa, Madras, Mysore, Uttar Pradesh, Andhra Pradesh and 
Punjab. Of the companies, 42 have already received assistance. Nineteen 
underwriting operations have been completed, of which five were oversubscribed; 
and 16 loans in rupees and foreign exchange have been made. 

ICICI has made increasing, though modest, profits. It was able, after small 
allocations to reserve, to distribute a dividend of 3'¢ percent on share capital in 
1956, and 4 percent in 1957 and in 1958, all net of tax. 


INDUSTRIAL FINANCE CORPORATION OF INDIA (IFC) 


Address: Reserve Bank Building, Parliament Street, New Delhi, India. 

Date of establishment: 1948. Ownership: Public. 

Governing board: The affairs of the corporation are directed by a 13 member 
board of directors, consisting of the chairman and four directors appointed by 


eT 
' Kasturbhai Lalbhai, Dharamsey Mulrajkhatau, J. D. K. Brown, W. G. Pullen, K. K. Birla, 8. Mool- 
gaokar, George D. Woods (First Boston Corp.), Sukumar Sen, D. P. Goenka, N. A. Palkhivala, L. K. Jha 


Wengrament director), J. B. Leask (alternate for W. G. Pullen), J. W. Sinclair (alternate for George D. 
oods). 








the Government, two by the reserve bank, two by the scheduled banks which are 
shareholders, two elected by other shareholders and two by the cooperative banks, 
There are no private stockholders. Names of the members of the board of directors 
appear in annex 1. 

Purpose and capitalization: The institution was established shortly after 
partition to make medium- and long-term investments in circumstances where 
recourse to normal banking channels or to the capital market were inappropriate 
or impracticable. It is authorized to guarantee, for periods not exceeding 25 
years, loans floated in the market by industrial concerns; to underwrite the issue 
of stock, shares, bonds and debentures of industrial concerns; to retain whatever 
securities May be necessary as an incident of underwriting but (unless it has 
Government permission) for not more than 7 years; and to grant loans or advances 
to, or subscribe to debentures of, industrial concerns, repayable within 25 years, 
The IFC may not subscribe to stock or buy the equity of any company or partici- 
pate in its Management, 

State enterprises are excluded from the operations of the IFC and its power 
to finance private industry is restricted to limited companies and cooperative 
societies engaged in manufacturing, mining, production and distribution of 
electric power and shipping. 

The authorized capital was set at the rupee equivalent of $21 million of which 
half was immediately issued and the remainder was to be issued, with the approval 
of the Government, whenever the IFC saw fit. Shares were to be held as follows: 
the Government and the reserve bank, 20 percent each; scheduled banks 25 
percent; insurance companies and other financial institutions, 25 percent; and the 
remaining 10 percent, cooperative banks. No individual holds or is permitted to 
hold shares. The Government guarantees an annual 2!4 percent tax-free dividend 
on paid-up capital, as well as repayment of principal. 

In 1959, $21 million of Public Law 480 proceeds were loaned to the Government 
of India for the use of the IFC for assistance to industrial enterprises in the private 
sector. 

As of June 30, 1959, total resources were the rupee equivalent of $73 million, 
including paid-up capital of $10 million. 

The IFC is authorized to add to its resources by issuing bonds and debentures, 
up to five times the total of paid-up capital and reserves. The bonds are guaran- 
teed by the Government, which also fixes the interest rate on the recommendation 
of the Board of the IFC. The IFC is also authorized to borrow from abroad, to 
take deposits of not less than 5 years up to the rupee equivalent of $21 million on 
certain conditions, and to borrow from the reserve bank on short term. The 
Government undertakes to make up any loss deriving from foreign exchange 
fluctuations 

The central committee approves all loans. Applications are examined from a 
technical, financial and managerial viewpoint, in close cooperation with Govern- 
ment departments in order to assure conformity with Government policy. All 
loans (and guarantees) must be fully secured by a first mortgage. A loan may not 
exceed 40 to 50 percent of the value of the fixed assets mortgaged. Expenditure is 
closely controlled and inspections are made. The IFC usually appoints a director 
to the board of the borrowing concern. 

Operations: During 11 years of operations ending June 30, 1959, the corpora- 
tion received 649 applications for loans aggregating the rupee equivalent of 
$284.57 million and approved 300 applications for loans aggregating $140.05 
million of which $88.87 million had been drawn. 

IFC has made a formal application to the DLF for a loan of $10 million. 


ANNEX 1. PARTICULARS REGARDING CHAIRMAN AND DIRECTORS 
OF IFC 


Kk. R. K. Menon (chairman): Also chairman (ex officio) of the central committee 
and of each of the five advisory committees. Formerly, Secretary to the 
Government of India, Ministry of Finance, 1948-54. 

S. V. Ramamurty (director): Honorary adviser, Planning Commission, Gov- 
ernment of India. Formerly of the Indian Civil Service. 

M. Ct. Muthiah (director): Member of the central committee. 

V. P. Varde (director). 

R. M. Deshmukh (director). 

5S. C. Roy (director): Member of the central committee. Director of many 
companies, including State Bank of India, West Bengal Financial Corp., Assam 
Financial Corp., Rehabilitation Industries Corp., Ltd., West Bengal Development 
Corp. 











C. C. Desai (director): Formerly of the Indian Civil Service. 
S. P. Virmani (director): Member of the central committee. 

Dr. B. K. Madan (director): Executive director and economic adviser, Reserve 
Jank of India. 

G. D. Ambekar (director): Also director of the National Industrial Develop- 
ment Corp. (private) Ltd., and the Hindusthan Cables (private) Ltd. 

Dr. S. K. Basu (direetor): Chairman, department of economics, Calcutta 
University. 

L. K. Jha, 1.C.S. (director): Member of the central committee and secretary, 
Commerce and Industry Ministry, Government of India. Director of many 
companies, including, Life Insuranee Corp. of India, Industrial Credit & Invest- 
ment Corp. of India Ltd., National Industrial Development Corp. (private) 
Lid., Rehabilitation Industries Corp. Ltd. 

A. Baksi (director): Joint Secretary, Finance Ministry, Economie Affairs 
Department, Government of India. Also director of the Bank of Baghelkhand 
fewa (director general), the State Bank of Hyderabad. 


THE NATIONAL SMALL INDUSTRIES CorpP., LtTp., NEw Deuut, INpIA 


History: Incorporated February 4, 1955, under the Indian Companies Act 
VII of 19138. 

Ownership: Public. 

Purpose: Basically it is to aid, counsel, assist, finance, protect and promote 
the interests of small industries in India, whether owned or run by Government, 
statutory body, company, firm, or individuals and to provide them with capital, 
credit, means, resources, and technical and managerial assistance for the prosecu- 
tion of their work and business, to enable them to develop and improve their 
methods of manufacture, management, and marketing and their technique of 
production. 

In addition to the above basic purposes, the National Small Industries Corp. 
channels Government purchase orders to small producers, furnishes technical 
assistance and training to small manufacturers and to state authorities concerned 
with small industrial development. 

Capitalization: The articles of association state that the authorized capital 
of the company is the rupee equivalent of $1.05 million of which $0.84 million have 
been paid up. All shares are held by the Government of India. According to 
a recent report prepared by the Ministry of Industry, it is proposed to raise the 
equity capital to about $4 million during the next financial year 1960-61. 

Loans to National Small Industries Corp.: The 1958-59 administration report 
states that loans and grants received from Government amount to the rupee 
equivalent of $5.82 million. 

The revised budget estimate for the 1959-60 financial year is for loans amount- 
ing to $2.52 million and for grants amounting to $0.95 million. 

Functions: Broadly, the main functions of the National Small Industries 
Corp. to date have been to furnish equipment to small-scale industries on a hire- 
purchase scheme, to distribute raw materials to small-scale industries and to set up 
and operate pilot or prototype projects, known as the industrial estate division, 
for training and providing technical assistance to small manufacturers. Currently 
there are four regional small industry operations. 

Under the hire-purchase scheme machinery is being furnished on terms averag- 
ing 20 percent down and balance payable over a period of 7 to 8 years with inter- 
est rates varying from 3 to 6 percent depending upon capital investment of the 
borrower. 

Progress: There are, at latest report, 82 industrial estates in operation con- 
stituting 3,600 industrial units. A statement dated January 9, 1960, from the 
Ministry of Commerce and Industry states that, to date, 3,500 machines have 
been furnished to small-scale industries under the hire-purchase scheme, having 
a value of about $6 million. Total applications received amount to 11,500 ma- 
chines of which 8,100 have been accepted. During the last 6 months of 1959 ap- 
plications totaled about $6 million, indicating a considerable increase in demand 
for machines. 

Directorate: Attached as annex | is a list of the directors of the National Small 
Industries Corp. with brief biographical data. 

DLF visit to industrial estate: The German-sponsored Okhla Industrial Estate 
is located at New Delhi, India. This prototype industrial estate was visited by 
DLF official, Edwin D. Kirby, January 11, 1960, in the company of Mr. Manubhai 
Shah, Minister of Industries. The USA Technical Cooperation Mission of India 
is also sponsoring a prototype industrial estate at Rajkot, near Bombay, India 
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Proposals to DLF: DLF now has on file loan application No. 566 for $5 million, 
An additional proposal from the Indian Government, dated January 9, 1960, 
requests an allocation of foreign exchange (loan from DLF) to the extent of $40 
million, per year, for the next 6 years to be made available to the National Small 
Industries Corp. for the purpose of accelerating the small-scale industries develop- 
ment program. 


ANNEX 1. BoarRp OF DIRECTORS OF THE NATIONAL SMALL INDUSTRIES 
Corp., Lrp. 

Chairman: Smt. M. Chandrasekhar, formerly Deputy Minister to the Union 
Government. 

Vice chairman: Shri A. 8. E. Iyer, Development Commissioner, Small Seale 
Industries. 

Director: Shri N. C. Kasliwal, Member of Parliament. 

Director: Shri G. L. Bansal, Secretary General, Federation of Indian Chambers 
of Commerce and Industry. 

Director: Shri Sentokh Singh, M.Sc. (Hon.), proprietor, National Chemical 
Industries. 

Director: Smt. Pupul Jayakar, honorary industrial adviser (textile designs), 
All India Handloom Board. 

Director: Dr. P. C. Alexander, I.A.S., Deputy Secretary to the Government of 
India, Ministry of Commerce and Industry. 

Director: Shri, B. D. Kumar, Deputy Secretary to the Government of India, 
Ministry of Works, Housing, and Supply. 


Director: Shri R. G. Mundkur, chief executive officer, All India Handicrafts 
Board. 


Director: Shri B. R. Murgai, Deputy Secretary to the Government of India, 
Ministry of Commerce and Industry. 
Director: Shri P. C. Basu, Managing Director, National Small Industries Corp., 


Ltd. 
LOANS TO DEVELOPMENT BANKS 


Mr. PassMan. Have you made any loans to any of these industrial 
or development banks to which you refer? 

Mr. Brann. Yes. We have 14 made in 10 countries. 

Mr. Passman. Where will the end come in this Development 
Loan Fund, if we are going out into these countries, setting up these 
banks and supplying the capital? Will there be any stopping place? 

Mr. Branpb. Most of these banks are already set up, Mr. Chairman, 
and have had years of experience, and we do not furnish all the capital 
for these institutions. In fact, it is just the other way. In most of 
them the capital comes from within the country rather than from us. 


LOANS TO SMALL BUSINESS AND INDIVIDUALS 


I have a deep feeling about this and I want to explain it to this 
committee. I am up against a problem that I think you people on 
the committee might want to consider with me. I think it is wrong 
to make our loans just for big fertilizer plants, steel plants, and so 
forth. Those are needed and those are good, but you cannot teach 
people about freedom unless they have property. One of the great 
freedoms we have is the right to own property. I think we have an 
obligation to the middle class. 

Mr. Passman. You will have to change their form of government; 
will you not? 

Mr. Branp. I do not think so. In one country I found 900 
fabricators of steel, every one in private business. How to reach 
them is one of the most worrisome things I have. This is not very 
large. It will not have a tremendous impact, but it will be a start, 
and I think a start in the right direction. 
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SUCCESS OF INDUSTRIAL AND DEVELOPMENT BANKS 


Mir. Passman. Have these industrial and development banks been 
operating successfully in those countries in the past? 

Mr. Branpb. I do not know the answer to that. There may be one 
or two that have had reorganizations. 

Mr. Passman. As a whole you would say they have been operating 
successfully? 

Mr. Branp. As a whole they have been, in my judgment and in 
the judgment of the group I traveled with, including a small banker 
and an investment banker, to look these people over and appraise 
their activity. I shall be glad to submit the written report of these 
people who traveled with me. 

Mr. Passman. Then why did we not leave them alone? 

Mr. Branp. You, Mr. Chairman, answered that. They needed 
additional capital. 

Mr. Passman. With our public debt increasing and theirs decreasing, 
do you not think some of these loans could be postponed? 

Mr. Branp. I think the cornerstone of the policy of this Govern- 
ment is that we keep our economy sound, Mr. Chairman. I agree 
with you wholeheartedly on that. But I think increasing the foreign 
trade of this country and doing the things to expand the economies 
of other countries will be beneficial to us in the future. 


EFFECTS OF DLF ON U.S. ECONOMY 


Mr. Passman. What if we find it is destroying our foreign trade, 
because we are teaching them our techniques and with their cheap 
labor they are putting our people out of jobs? Do you think we 
would then have to stop it? 

Mr. Branp. | know this is the other side of the coin, and I want 
to make it very clear before this committee that we observe the 
admonition of the Congress contained in the Mutual Security Act 
that we do nothing that will adversely affect the economy of this 
country. We are not financing today anything we believe will ad- 
versely affect the economy of this country. We submit proposals to 
the Department of Commerce in connection with the textile industry, 
for example, and to the Department of the Interior in connection with 
the fishing industry, and to the Department of Agriculture to see what 
effect agricultural proposals would bave on our economy. 


EXPORTS AND IMPORTS 


Now I would also like to make a further observation and refer to a 
chart. It is on page 11 of the red book. It demonstrates that de- 
velopment widens markets for the United States, and it shows that 
the industrialized countries are our best customers and as development 
increases in a country that country becomes a bigger buyer from the 
United States. 

Mr. Passman. I do not think the record would support that 
observation, Mr. Brand. Let us refer to Europe. As Mr. Gary 
pointed out yesterday, so great has been the development there that 
in 1959 our exports were "$4.7 billion, and our imports $4.4 billion, 
Tt has almost leveled out. That is not selecting items. Going back 
to 1955 the U.S. exports were $4.3 billion and imports $2.2 billion. 





In the short period of 4 years they pushed up to a point where our 
own exports and imports are just about even. 

And we also note-—and this is quite alarming—that the President 
of the Philippines, President Garcia, says Uncle Sam is pricing itself 
out of the market. He notes that West Germany can offer goods to 
the Philippines 30 percent cheaper than the United States and, he 
says, the qualitv of the goods obtained from West Germany is in 
many cases higher than the quality of ours. 

So, if vou look at the charts, it makes good conversation, but the 
figures are not there to back up vour contention. It looks as if our 
keenest competitors are the European nations. They are in some 
instances outproducing us, and doing it more economically. 

Mr. Branp. I do not want to give vou or any members of the 
committee an impression other than this: I am deeply concerned 
about this, as vou are. I think the DLF in its activity under the 
present policy is to some extent a factor in increasing our exports. 
I think increasing our exports is the answer rather than decreasing 
our imports. 

ENLARGEMENT OF AGENCY ACTIVITY 


Mr. Passman. I am sure that you, as a banker, concur that a 
major problem with respect to these agencies is to keep them from 
growing too big too quickly. We have had that experience in the 
past. You have observed as a member of the Export-Import Bank 
that once you start these things the people become so enthusiastic 
until the first thing vou know we have committed ourselves to billions 
of dollars, either directly or indirectly, partially even before the 
Congress makes the appropriation. We find ourselves boxed up on 
that matter so many times. 

Your statement is an enthusiastic one, but it certainly indicates 
that vou contemplate better and bigger loans and faster loans and 
increased capital. The trend alarms at least this member of the 
committee, 

EMPLOYMENT 


Mr. Branp. You remember, Mr. Chairman, perhaps that when | 
was before you while at the “silken at Bank I one day made this 
observation: that we must be the greatest failure at the Export- 
Import Bank in all the bureaucracies in Washington because in 25 
vears we had only grown to an institution of less than 200 people. 
T have exactly that same ambition for the DLF and what | propose 
in this paper is an increase of 15 people over that requested last vear, 
an increase of $100,000 over that requested last vear. 

| hope that I am expressing a modest observation. 

Mr. Passman. How many are there? 

Mr. Branpb. In the Export-Import Bank, at the time I left there 
were less than 200. 

Mr. Passman. You are almost approaching that level now when 
the DLF is a baby in short pants. You will have 180 next vear. 
I think the Export-Import Bank did not grow that big that quickly. 

Mr. Brann. The trouble is the Congress gave us a job at the DLF 
and provided that we make the loans of the magnitude provided by 
the Congress. It happens that we are more in development lending 
than is the Export-Import Bank. They have, as vou well know, 
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many other duties at the Export-Import Bank such as keeping track 
of all the loans they have outstanding that we do not have as vet, and 
they have other than development loans. Therefore, they have more 
people than we have. 

Mr. PassMANn. 200 compared to, I believe, 180 in 1961? 

Mr. Branp. | believe today they are requesting 260. 

Mr. Passman. You are up to 180 already for 1961, if vou get the 
number you want. 

Mr. Branp. Yes. 

Mr. Passman. When this fund was established we were led to 
believe about 10 people would be the number employed. It appears 
to be growing rather rapidly. 

Mr. Braxb. I want to disassociate myself from that thinking. It 
existed at the time the Development Loan Fund was suggested. | 
think it was made by people noc in the business and the Export- 
Import Bank did not feel this way. They knew it would take a larger 
staff. 

Mr. Passman. Would it not be well, then, to look over some of the 
contracts entered into by those inexperienced people? 

Mr. Branp. I think they did not quite appreciate the magnitude of 
the task. 

Mr. Passman. I agree with vou. I think we should have a very 
close look. 

Mr. Branp. | am very frank about this. 

Mr. Passman. I know that vou are. 

Mr. Branp. I do not. think they appreciated the magnitude of the 
job of implementing a loan. It is not too difficult at times to make 
some loans. I could give examples from Export-Import Bank ex- 
perience of some balance-of-payments operations. It is a matter of 
several days discussion. You do not have to have engineering reports 
like this. In our business practically every loan—and I have with me 
just so that I may show vou what one loan may look like, and I will, 
if the chairman will give me the opportunity, but I do not want to 
take the time now 

Mr. PassmMan. We are going to study this in great detail. We are, 
overall, considering just one phase of the foreign aid program, which 
involves a request for the appropriation of $4,175 million. I am 
speaking of foreign aid as this committee handles it. 

If we have had mistakes in the past, we should not repeat them 
now or in the future. 

This DLF was set up, of course, to go into underdeveloped countries. 

\ir. BrRanp. Yes, sir; that is correct. 


















LOAN TO THE NETHERLANDS 










\ir. PassMAN. I am going to ask you to comment briefly on the 
loan to the Netherlands, one of the old countries, a highly developed 
country. There is a loan to the Netherlands for a housing project 
1 Australia. 

Mr. Branp. That loan was made when I was not a member of the 
DLF, and I would say this, and only this, that without casting any 
reflection on the Chair’s judgment 

Mr. Passman. You admitted the ‘Vv were a little ambitious about the 
program, and did not know what they were doing. Those are not 
the words you used, but that is the meaning of what you said. 
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Mr. Branp. Today, if the same application were submitted to the 
DLF, as Managing Director, I would not recommend it to the Board 
of Directors. 

Mr. Conte. Mr. Chairman. 

Mr. Passman. Mr. Conte. 

Mr. Conve. I was vitally interested in that loan myself last year 
because I thought it violated the intent of the law. | investigated 
the houses in Australia and also the loan. I will bring the file up this 
afternoon. 

In regards to that loan, do you have any evidence that extreme 
pressure was put on the Department to give that loan by some leading 
Congressmen and Senators because of the immigration problem that 
they were trying to deflect from coming into the United States and 
divert it into Australia? 

Mr. Branp. I am quite sure, Mr. Conte, that the State Department 
gave the DLF, at the time, foreign policy guidance, as the act pro- 
vided for; and it properly did so, but the extent of that I am not aware. 

Mr. PassmMan. The loan was initially turned down, it was not 
eligible; but some Members of Congress got that decision changed, 
I think, by about 10 o’clock the following morning. It was one of 
the quickest reversals of which I ever heard. But that is not the 
point. How many exceptions are being made, and how many of the 
same personnel do you have making decisions now; that is, those who 
could be so readily influenced? 

Mr. Conte. Let me say, Mr. Chairman, I agree with you a hundred 
percent. I was very upset about that loan. However, I did find, 
fortunately, and I hope it never happens again, it turned out to bea 
good loan. It is being paid back in hard cash. I inspected some of 
the houses over there and checked with the banks, and it is one of 
the best loans we have, even though I disagree with it. 





OBJECTION TO DLF FINANCING PHILIPPINE LOAN 
Mr. Passman. It should have been made by the Export-Import 
Bank. I think it was in May 1958 that the Export-Import Bank 
voiced strong objection to proposed financing to the Philippines 
through the DLF on the grounds that such financing— 

would compete and jeopardize commitments which the Bank already had ex- 
tended and was prepared to increase for sound, economic projects. 

The DLF went ahead and made the loan. That is why I think we 
should find out just how much one is conflicting with the other. | 
am sure you are familiar with this situation. 

Mr. Branp. I am very familiar with that. 

Mr. Passman. I think the facts should be brought out. I yield to 
the gentleman from Alabama. 

Mr. Anprews. You say you would not have approved the loan in 
the case of the Netherl: inds resettlement of immigrants. Would vou 
be good enough to put in the record the other loans that have been 
made, prior to the time that you became Director, that you would 
not have approved? 

Mr. Brann. Offhand, Mr. Andrews, I do not think that I have 
any others. 

Mr. Passman. Did you not refer to the Philippine Islands loan? 
I thought you were familiar with this one. 
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Mr. Branp. | am familiar with it. J was with the Export-Import 
Bank. I am more than familiar with it; I took part in it. 

Mr. PassmMan. You would not have approved that one, would you. 

Mr. Branp. Yes; I would, Mr. Chairman. 

Mr. PassMan. For the DLF, when the Export-Import Bank had 
already approved it? 

Mr. Branp. The circumstances were these: That all the loans had 
been submitted to the Export-Import Bank and they declined those 
in Which the DLF took part. That is in accordance with the statute, 
that we first submit them to ag Export-Import Bank. The comment 
of the GAO is directed to a letter Mr. Waugh wrote. before either 
agency accepted any eaoniiliiies. but after that letter it was negoti- 
ated and the loans were made, not during this time. It was after that. 
The Philippine situation at a time was vastly different from the 
normal situation. There was really a departure from Secretary 
Dulles’ usual practice of not Ph these matters up when a President 
visits this country, but it was done at that time; but all the loans 
you see, this commitment was a line of credit, not a loan. 

Mr. Passman. What is the difference? 

Mr. Branp. We have not implemented the entire loan, either. 
Each loan under the line of credit is again submitted to the Export- 
Import Bank so if they want to finance it, they have a perfect right 
todo it. Sam Waugh is a member of our Board of Directors and as 

such he submits the views of the E xport-Import Bank. They are 
taken into consideration by Mr. Upton of the Treasury on our Board, 
Mr. Riddleberger, Mr. Dillon and myself, and at that time Mr. 
MeIntosh, and they are considered, but in the end we can make no 
loan that the Export-Import Bank is willing to make. 






















EXPORT-IMPORT BANK OBJECTION TO PROPOSED FINANCING 











Mr. Passman. What about this, Mr. Brand? 
In May 1958: 

The Export-Import Bank voiced strong objection to proposed financing to the 
Philippines through the DLF loans on the ground that such financing would 
compete with and jeopardize commitments which the Bank already had extended 
and was prepared to increase for sound economic projects. 

Did the DLF not go ahead and make that loan, even over the 
objections of the Export-Import Bank? 

Mr. Branp. Yes, it did. 

Mr. PassmMan. What we want to know is how many exceptions 
such as that have been made. 

Mr. Branp. That is the only one. I do want to point out to you, 
Mr. Chairman, that after this letter of Mr. Waugh’s was written, and 
in which I took part—don’t mistake that I wasn’t there and didn’t 
know about this; I felt myself that a line of credit was not just the 
ight approach at that moment. When. President Garcia came here 
later all of this took place—a line of credit of $75 million from the 
Export-Import Bank and $50 million from the DLF. It was agreed 
on by the responsible agencies who form our Board of Directors. If 
it were to be made today, I think after the negotiations, after this 
was considered, after the foreign policy guidance was given by the 
Secretary, that I would make the recommendation. 
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AUSTRALIAN HOUSING LOAN 


Mr. PassmMan. Did the same Board approve the loan for the 
Netherlands for the housing project in Australia? 
Mr. Branp. No. That was the Loan Committee, if I remember 
right, not the Board of Directors. 
I may be mistaken. 
DLF LOAN COMMITTEE 


Mr. Passman. Do you still have that Loan Committee? 

Mr. Branp. No, sir. 

The Loan Committee was when the DLF was operating as a part 
of the ICA,and the Board of Directors succeeded the Loan Committee 
when the DLF became a separate autonomous corporation in July 
1958. 

Mr. Passman. Of course, the ICA and the State Department per- 
sonnel frequently have overlapping duties, interchanging accounts 
and reimbursements in the same office with the same supervision. 

Mr. Branp. It is not going to be that way very shortly. There 
will only be two people at ICA that are involved in the DLF, if vour 
committee and the Congress takes favorably to our proposal. 


EXPORT-IMPORT BANK POSITION ON PHILIPPINE COMMITMENT 


Mr. Gary. Did the Export-Import Bank finally acquiesce in the 
making of the Philippine loans or was it made over their objection? 

Mr. Branp. I am thinking of a story, Congressman, but I think 
I had better not tell it. 

Acquiescence is not quite the right word. I think that this will 
happen again sometime, that the Export-Import Bank officials will 
not see eye to eye with exactly the same circumstances existing in a 
country and we have to weigh that and consider it, but on the other 
hand, I might not, as Managing Director of the DLF, see eye to eye 
with one of the positions of the Export-Import Bank so it is a bit of 
a give-and-take because the Congress established this kind of an en- 
titv. Heavens knows the Treasury does not agree with everything 
we do, the State Department does not agree with everything we do, 
ICA does not agree with everything we do. 


ALL LOAN APPLICATIONS SUBMITTED TO EXPORT-IMPORT BANK 


Mr. Gary. Would the Export-Import Bank have made the loans 
to the projects that DLF made the loans to? 

Mr. Branp. No, because they declined to. 

Mr. PassMan. That does not square with the statement which | 
read into the record. 

Mr. Branp. The declination was subsequent to what you are re 
ferring to, | am sure. 

Mr. PassmMan. That might be so. 

Mr. Branp. There is no departure, Mr. Chairman. J want to make 
this very plain to this committee. There is never a departure from 
submitting each loan, each one, whether it is under a line of credit o 
not, to the Export-Import Bank. Each loan under the line of credit 
must be submitted to the Export-Import Bank and they pass to us 
the information whether they are interested in considering it or not. 
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When they are not interested, under the law we are then able to go 
ahead, if the World Bank or any other source of capital is not available. 


EXPORT-IMPORT BANK’S POSITION ON PHILIPPINE COMMITMENT 


Mr. Passman. I quote, 


In May, 1958, the Export-Import Bank expressed serious concern about the 
encouragement by DLF of loan applications from the Philippines on the ground 
that (1) such action interferes with existing and future commitments by the Bank, 
2) with proper fiscal management, the Philippine Government could repay loans 
in dollars, and (3) the Bank was prepared to consider all sound economic projects 
in the Philippines. 


COMMITMENT TO PRESIDENT GARCIA 


Mr. Branp. I want to make it clear, Mr. Chairman, and I think it 
is my fault that there is some confusion, because I have not been 
clear that what we are referring to as a loan was not a loan. We are 
referring to the commitment made to President Garcia; namely, that 
the Export-Import Bank would be in position to receive and consider 
875 million worth of sound application for development and the same 
thing for the Development Loan Fund; that if they submitted sound 
projects up to $50 million to the DLF, we would give them considera- 
von. 

Mr. Gary. Which made a total of $125 million? 

Mr. Branp. Yes, sir. When they submitted those applications, 
which they thought were sound projects, we then sent those applica- 
tions to the Export-Import Bank and if they desired to consider the 
applications, they did so. 

lf they declined consideration, they sent them back to us. 

Mr. Passman. It certainly places this committee at a disadvantage 
to have one Government agency saying one thing and another under- 
standing the matter differently. 

Mr. Gary. They said this all happened afterward, in 1958. I do 
not know what happened. I am merely trying to get at the facts. 


EXPORT-IMPORT REJECTED PHILIPPINE LOANS 


As I understand the situation, after the Export-Import Bank 
registered its objection the Development Loan Fund reviewed the 
application and decided to extend the credit. Thereafter, when the 
applications for loans on specific projects were submitted they were 
submitted to the Export-Import Bank and that bank turned them 
down. Is that correct? 

Mr. Branp. That is correct. 

Mr. Chairman, am I right, the observation you are making is 
directed to an action taken in May of 1958? 


NUMBER OF SIMILAR LOANS 


Mr. PassmMan. The committee is trying to ascertain how many 
cases you have of a similar nature to that in the Philippines and the 
loan to the Netherlands. We want to know whether there have been 
repetitions. We want to find out just where we are going, especially 
When there are other banks and lending agencies, one of them born 
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this vear and another about to be born. So we need to pin this down 
so that the committee understands what has happened in the past 
and what may happen in the future, and how much competition 
exists among the banks and le nding agencies. How often are you 
making these exceptions how, how often did vou make them in the 
past, and is there any way to undo any of the commitments that have 
been made? 

Mr. Branp. I think it is not only normal, Mr. Chairman, I think 
it is absolutely necessary, and I think it is absolutely necessary that | 
be completely responsive to the question that you are asking. 

I believe I erroneously, and I am only saying I erroneously referred 
to this line of credit asa loan. It was made in June of 1958. The letter 
of Sam Waugh’s is May of 1958. The first specific loan agreement 
under the line of credit made by the DLF was about 12 monthis later, 
May of 1959. What I am trying to point out is during that year the 
project applications came from the Philippines, were submitted to th 
Export-Import Bank and they had the full authority to accept them 
for consideration or return them for our consideration so if they did 
not like us doing them, all they had to do was do them themselves. 

There are times when they may not want to do one, but they may 
not want us to do one. 


RELATIONSHIP OF DLF WITH EXPORT-IMPORT BANK 


That is a serious problem. It has not been answered. I think that 
the Export-Import Bank cannot veto the DLE and I say it in the most 
friendly way because we have a Board of Directors, with full authority, 
and the Board is only represented one out of five by the E xport-Import 
Bank. If the C onegress Ws anted the DLE to be vetoed by the E xport- 
Import Bank, then it would have so provided. Now let me point out 
that to my knowledge no other case exists such as this, and | do not 
believe the GAO auditor has pointed out any other case. The cir- 
cumstances in this are very different than they were in the Netherland 
case. I base my opinion on that as | would not want to make a loan 
with the DLF in Australia today nor emanating from the Netherlands 
as this did because of one factor: We have too much demand from 
countries that need our consideration and I think the chairman made 
the appropriate observation that if anybody were to do that, it should 
have been the Export-Import Bank. 

Mr. Passman. Thank you very much. 

Mr. ANprEws. May I ask one question, Mr. Chairman? 

Mr. Passman. Please do. 


ELIGIBILITY FOR LOAN FROM DLF 


Mr. Anprews. My understanding of this was that no applicant for 
a DLF loan would be eligible for one of the loans under this program 
if he could get credit at any other place, period. 

Mr. Branp. That is my understanding. 

Mr. Anprews. And these are oe to as soft loans. 

Mr. Branp. Yes, sir, and only because of repayment in local cur- 
rency; not because of a lack of technical competence in the enterprise, 
itself, ‘but just the repayment. 
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NETHERLANDS LOAN 





Mr. ANprEews. As to the Netherlands loan, vou would consider 
that to be a firm, strong loan? 

Mr. Brann. Today. 

Mr. ANprews. And at that time. Is it provided repayment will 
be in U.S. dollars? 

Mr. Branp. Yes, sir. 

Mr. ANprEws. And the Netherlands Government is far better off 
financially than this Government and so is the Australian Government. 

Mr. Branp. That is the basis of the comment that I made, that | 
would not recommend it today. Just because a loan is paid in dollars 
does not mean there are not available sources that would make that 
loan. There are risks incident to a loan which are greater than either 
the World Bank or the Export-Import Bank or private capital may at 
the time want to take. Even though it can be re paid in dollars, that 
does not mean it is a good enough loan for them. 

Mr. AnprEws. Thank vou, Mr. Brand. 

Mr. Passman. Mr. Brand, I may sav this humorously, but it makes 
sense: A busted man should not be going around trving to make 
loans, anyway. 

I am not referring to vou; [ am talking about good old Uncle Sam. 

Mr. Branp. It could almost refer to me. If I stay in the Govern- 
ment much longer, it will. 















SURVEY FOR 





FUTURE 
Mr. Passman. We were talking about traveling in different parts 
of the world. I have the same question about the travel of the staff- 
level team to India, which you mentioned on page 12, and its survey of 
future development prospects. 

That sounds as if we are soliciting loans. Would you care to elab- 
orate on that statement? 

Mr. Brann. Yes, 1 would be very happ\ to elaborate. That staff- 
level team included other officers from other agencies, such as the 
State Departinent, and jomed by a ‘Treasury representative in India. 
The Indians are considering today their next 5-vear plan, Last time 
we did not take part in the discussions, and by taking part in the dis- 
cussions I mean to listen and hear what their thinking was. It came 
toa state of affairs that India ran out of money. 

Mr. Passman. Again? 

Mr. Branp. They ran out of money, and the whole world, not just 
the United States, but the whole industrialized world came to their 
assistance and out of that grew the first loan to India. 

The industrial sector of India ground to almost a stop and it was 
going to have an impact of very serious proportions. 
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APPLICATIONS 


Now, the question today is, and | think it is a very valid question, 
and I think it is one that everybody won't quite agree on, either, the 
question is: Should we go over and listen to their story today of what 
they are expecting to do or should we just let them go on, make what- 
ever plans they have, and then, as the interest of the United States- 
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and | certainly stress that point—the interest of the United States 
may dictate, in the middle of the plan if there are some serious even- 
tualities, should we enter at that time or should we now let them tell 
us what type of projects, both in the private or public sector they are 
talking about, indicate to us what kind of engineering they expect to 
do on these before the ‘y spe nd millions of dollars deve loping these pro}- 
ects and then shove a roomful of projects totaling mavbe a_ billion 
dollars at us when we are not in any—our resources are not such and 
our inclinations are not such that we would consider them at all. We 
departed from this idea of accepting all applications. Now we are 
selective and when the applications come to us, often I tell a repre- 
sentative of a Government, “I am sorry but you want us to consider 
25 applications, but I am only pre pared to consider them one ata 
time. Will you please submit to me one application. 

Mr. Passman. But vou might consider all of them in one day. You 
~— 1 not consider them all at one time You have 25 proje ets going 

India now? 

Mir. Branp. We do not put our applications on the record as we 
did in the early stages of the DLF. If a country submitted $180 
million worth of projects we recorded it as a submission. ‘Today we 
analyze before we accept them, realizing that we have the possibility 
of considering onlv one or two or three, something like that. 


SOLICITING LOANS 


Mr. Passman. Mr. Brand, T think we shall develop that we have 
just about reached the point of soliciting loans. 1 never before have 
seen so much evidence of encouragement on our part. 

Mr. Branp. Mr. Chairman, may I make an observation on this 
thing of encouragement? 

I want to tell the committee, and just briefly, but I think it isa 
very important thing, that the DLF is encouraging American industry 
and I want to say why it is encouraging American industry. One of 
the reasons is a selfish reason. As vou look up here, every pin demon- 
strates a loan whose performance I have an obligation for, and I had 
to consider in the early days that on a given project | would have a 
Chinese businessman and perhaps some equipment from Japan, equip- 
ment from Germany, and an Italian engineer on my hands, and me 
located 11,000 miles away. How was | going to do this? At the 
Export-Import Bank we had the brains of U.S. industry at our dis- 
posal. I think you know, Mr. Chairman, that one of the cardinal 
reasons for the success of the Export-Import Bank is they have, with 
open arms, asked American industry to come in and be of assistance. 

Mr. Passman. It would be excellent if we were to stop there and 
had not opened up all these other banks, in my opinion. 

Mr. Branp. I can understand some of the problems vou Members 
of Congress must have had in the days during the Marshall plan and 
we are doing some of that pioneering today in this local cost financing 
vou are t talking about, local currency repayments; it is certainly in the 
pioneering phases and before this testimony is re I want to give 
vou my humble opinion as to how and why it may prove to be some- 
what successful. 

But in this job of getting American industry abroad, in the Marshall 
plan we sent the fruits of the American free enterprise system abroad— 
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the equipme nt, but vou had the talent there and they could use it. 
Today in the underdeveloped countries, sending the material fruits of 
our free enterprise system abroad is not just the whole picture because 
thev do not always have the talent. 

| think the chairman’s observation from his travels will convince 
him, too, as well as the other members of the committee, that in many 
areas the talent is not there. 

Mir. Passman. In many areas they can teach us some things, too. 

Mr. Branp. Yes, sir. 

I am going to pin this down in one negotiation but I want the 
committee to understand that this is a pattern and there are a series 
of negotiations going on. 


REQUEST FROM TURKEY 


The Prime Minister of Turkey in September asked me to finance a 

teel plant, a second 100 percent wholly owned Government stee! plant. 

74 turned him down. I said: ‘‘I am sorry, but we cannot take that 
under consideration.”’ 

He said: ‘‘Under what circumstances would you consider financing 
a chemical industry or a steel plant?” 

And I said: “Only under one, that vou send your representatives 
tothe United States, vou talk to our industry people who are in these 
fields, and I think you will find an interest in their associating with 
some of your private people over here in putting up some money. 
Iam a representative of our Government. We will consider a loan, 
and | do not mind your Government taking a part in this so long as 
you do not control it and so long as you do not try to manage it,” and 
I was just as frank with him as I am with you gentlemen today. 
Growing out of that there are four participants inc luding, and I know 
this is going to be something of a surprise, Chase International Bank, 
on the basis of selling some of those securities in this country, and that 
isa pretty fair outfit. 

LOAN GUARANTEES 


Mr. Passman. Do we guarantee those loans if the businessman 
happens to get fouled up in a country and loses his investment? 

Mr. Branp. That is not guaranteed by us. 

Mr. Passman. How about the loans in Indonesia and for the 
textile operations? Is it not true that the businessman goes abroad 
und possibly something happens in that country; the Communists 
take over or they de cide the ‘y no longer love us, and the American 
businessman loses his capital. Do we not reimburse him? 

Mr. Branp. Mr. Chairman, I think I should make the observation 
that in my experience at the Export-Import — handling $5 billion 
in loans and knowing of the other $5 billion in loans made by the 
Export-Lmport Bank, that never happened in one single case. 

Mr. Passman. That is not my question. Is it not true that if a 
country should decide to be unfriendly, and the American businessman 
loses his money, then it is guaranteed by the U.S. Government? 

Mr. Branp. If he pays a fee it can be guaranteed today. 





Mr. Passman. If he borrows money or goes into the country, such 
as for setting up a textile mill in Indonesia, and that country goes 
Communist, and the country decides it is no longer friendly to us, 
As a businessman he bas his properties confiseated. Is it not true 
that our Government reimburses him for his losses? 

Mr. Br AND. Well, ny knowledge of this matter is that the ¢ ‘ongress 
has provided a mechanism where that can be done but the man has to 
pay—— 

aay. PassMAN. That is the only thing I asked; is it not true? 

Mr. Branp. He has to pay a fee. I think the Congress provided 
that the fee be paid. It is the seme as paving a fee for an insurance 
policy. I think that is the whole concept 

Mr. Passman. Mr. Brand, is it not true that in a country where 
business enterprises go in with American capital and then properties 
are confiscated, the American businessman is pushed out, then our 
country, under legislation passed by the Congress, reimburses the 
American investor for his losses? 

Mr. Brann. Not in all instances. 

Mr. Passman. I did not ask about all instances. 

Mr. Branp. Not 1 nickel, Mr. Chairman, under the DLE. There 
is no provision for the U.S. Government to do that with any loan we 
are making in the DLF. 

Mr. Passman. I am talking about American business capital. 

Mr. Branp. American business or any other business. 

Mr. Passman. Under what conditions do we reimburse American 
businesses for such losses? 


INVESTMENT GUARANTEE PROGRAM 


Mr. Murruy. I think I can help here, Mr. Brand. I think the 
chairman is referring to the investment guarantee program. 

Mr. Passman. That is correct. 

Mr. Murpuy. Which is not part of DLF. The investment guar- 
antee program operates in some countries where we have bilateral 
agreements with the governments; where for the payment of 4 
premium an American businessman can guarantee his investment 
gainst expropriation by the government concerned. 

Mr. Gary. Is that in the nature of insurance? 

Mr. Murpuy. Yes, sir. 


CONTRIBUTION TO EQUITY BY BUSINESSMEN IN TURKEY 


Mr. Branpb. If you will excuse me, I do want to refer again to this 
Turkish matter. I am pointing out there is just not the U.S. Govern- 
ment money involved but a substantial contribution to equity 3 
being made by our American businessmen and by the businessmen 
of Turkey. That happens to be in this case $26 million. In India, 
in Taiwan, in Pakistan, other engagements of this type are under 
consideration, which means that equity capital will be put up by the 
private sector. I believe a rather conservative figure might be used, 
as I did in my statement, of a hundred million dollars. 

I think that this innovation by the DLF—TI referred to it, as taking 
the position of a catalyst—is all to the good, of getting the brains, 
the know-how, the creative abilities of American industry abroad. 
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ch | It is to the good and I think it is something that this committee might 
es | be interested in. 
us. If you decide, I will be glad to give you more detail as we go along. 
"ue 
PENDING LEGISLATION FOR FOREIGN BUSINESS INVESTMENTS 
PSS 
to Mr. Passman. Mr. Brand, we want you to give us all the informa- 
tion voucan. But we do have to take into account that on yesterday 
the Congress was considering a bill which, in my opinion, would work 
led | against the interests of America, and that is only my opinion, but it 
ee | certainly would have been very much in favor of the American 
businessman who might desire to operate abroad, investing his capital, 
ere | and maybe capital borrowed from the Government, as it appears in 
ies | Many instances easier to borrow capital to open a business abroad 
our | than it is here in America. Then, under that proposed bill, he would 
the | be exempt from paying taxes until such time as he removed the 
capital from the corporation or returned to America and brought it 
back to America. 
There was supposed to be a limitation on how much of the product 
ere | that was produced abroad at less cost than we can produce it in 
we | America would be shipped back. But, if a man should get into a 
thriving country and become a multimillionaire relatively quickly, 
and convert his profit into dollars, I do not know whether he would 
consider it too much of a hardship to live in Capri, or Paris, and just 

ean | return here by plane every week or two. I do not know how far 
reaching that thing could be. I do not know how ambitious we have 
become. I read the bill last night; in fact, I read it over about three 
times, trying to figure out just what it would do. It apparently 
provides for another foreign aid program. 

the Mr. Brann. The Boggs bill, | assume the chairman is referring to? 

Mr. PassMan. It came from the Ways and Means Committee. 

My colleague from Louisiana has his name on it. I was prepared 
ua- — to vote against the bill, and I intend to vote against it if it is ever 
eral | returned to the floor. We keep on getting America more involved. 
fa} Our country is involved sufficiently now. I think we should give 
rent | more attention to some benefits for America at home. 

We shall recess for lunch until 1:30 o’clock. 

AFTERNOON SESSION 

Mr. Passman. The committee will come to order. 
this DAILY NEWS ARTICLE 
er- —— ae sa : 
vie In the Washington Daily News of Tuesday, March 8, 1960, on 
men} Page 5, L observe a rather interesting item captioned “The World 
dia, | Loday—Money.” I quote: 
nder Stephen Krysiak, 47, a Detroit factory worker, strewed some $13,700 in $100 
- the bills behind him walking along a Ilamtramek street, and his fellowers were more 

umerous—and older—than those of the Pied Piper. They were pretty annoyed, 
ised, too, When off-duty Patrolman Norbert Jablonski stopped him, still clutching 

9,700 in $100 bills plus $500 to $600 shredded into confetti. Stephen said he 
king | ad taken $20,000—his life savings—out of a bank and was “just having fun with 
ains, | "Y money.” 


‘oad. 
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I wondered whether we were following him or he was following us 
I thought it was interesting and I wanted to read it into the record 
because it reminded me quite a bit of this foreign aid program. 


TRAVEL OF STAFF-LEVEL PERSONNEL TO INDIA 


I indicated earlier that 1 had the same question about the travel of 
this staff-level team to India, which you mentioned on page 12, where 
it surveved future development prospects. 

What is the total number of the staff-level personnel traveling i 
the 43 nations where we have a development loan program? 

Mr. Branp. In reference to the case in India that vou refer to, Mr 
Chairman, there were two members of our staff, Mr. Lester Gordon 
and Mr. Stanley Katz, who traveled on that occasion. Covering the 
43 countries to which I have referred, we have 10 senior officers and 
I believe it is fair to say all 10 of those senior officers have traveled 
at one time or another since I have been aboard at the Development 
Loan Fund. 

We have approximately seven lawvers and to my knowledge I have 
a definite recollection of two of those lawvers traveling in the area for 
the purpose of negotiating loan agreements and making some re- 

visions to loan agreements that are already in existence. 

We have, if my memory serves me correctly, approximately the 
same number of engineers, and fortunately some of these engineers 
have, during the last 6 months, traveled in some of these areas. 

When | am on atrip, Mr. Chairman, | want to point out these met 
do not travel with me throughout. They meet me in a country s0 
that I will have the benefit of the information in their hands in 
investigating loans already made and in discussions with senior 
officials in the country. When I refer to the plural “they” it generally 
consists of the loan officer, once in a while the loan officer plus an 
engineer, and an exceptional case is the loan officer, an engineer, and 
alawver. Ordinarily I do not travel alone. I have one other persot 
with me normally. 

Mr. Passman. The 10 vou refer to would be the total of senior 
officers who may travel all over the area where we have loans or 
applications? 

Mr. Branp. | think I am correct that there are only 


APPLICATIONS FOR LOANS IN INDIA 


Mr. Passman. Did the Development Loan Fund have on hand loan 
applications which required a trip to India prior to approval of the 
application or was it a trip to develop future loan applications? 

Mr. Branp. Again without referring to my documents, we have 
nine applications for large power insté allations totaling over $80 million 
on hand which we are now in the process of considering, and one of 
the reasons a power engineer was in India with me was to examine 
these proposals we have under consideration. This is necessary i 
conformity with section 517 of the act. 

We also have, in addition to that, applications from three orgami- 

















| 


zations known as development banks for assistance in the nature of | 


which we were talking about this morning. 
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We have an application for in excess of $30 million for assistance to 
the railways of India. We have sc vapoaespondl on hand in excess of 
$30 million for assistance to the private sector of India. 

We are considering two loans for fertilizer au allations that might 
he comprehensively stated as approaching $50 million. 

These are those that come my mind without looking at my papers. 
| think I might fill in more than that after looking at my papers. 


REASON FOR DLF TRIP TO INDIA 


Mr. PassMAN. I repeat my question: Did the DLF have on hand 
loan applications which re quired a trip to India prior to approval of the 
application or was it a trip to develop future loan applications? 

Mr. Brann. In no case does DLF, either in India or elsewhere, go 
. develop loan applications. It goes to inspect applications and, as 

said this morning, investigate loans already made. 

or PASSMAN. W hy could it not inspect the applic ations in Wash- 
ington? 

Mr. Branp. The only reason for an inspector being with me was we 
were signing a loan agreement in Pakistan. This is the general type 

of loan agreement [indicating]. I happen to be a lawyer myself but 
do not practice law in my present position. I refer legal matters to 
my counsel, and when we are making amendments and negotiating 
aloan on the spot in the country—and I think it is advisable to do that 
where you have all the people concerned present— then it is necessary 
to have an attorney, but not in the negotiation of the substance of a 
loan nor in the investigation of a loan. Fortunately, we have not 
had a loan go sour. 

Mr. Passman. Do you think there would be reason for a loan of this 
type to go sour? 

Mr. Branp. I was in private banking and we had some go sour. 
Fortunately, at Export-Import Bank we had a record of loaning $5 
billion while I was there and of that amount only losing $2 million. 
But the governments that borrow are not in the habit of defaulting. 


DISTINCTION BETWEEN DLF AND EXIMBANK LOANS 


Mr. Passman. I do not think of this as an Export-Import Bank 
loan. I think of this as an indirect grant. I just will not go along 
with you that a soft currency loan has any rel: ttionshi ip to the tvpe of 
application approved by the Export-Import Bank. But we could 
argue that point the remainder of the day and both of us would hold 
the same opinions as we have now. 

Mr. Branp. ] agree with you there is a distinction between the 
two, but the Export-Import Bank has made 100 - ans in soft currency, 
Which have been very beneficial in the eves the officials of the 
Export-Import Bank. 

Mr. Passman. Those loans are under the Cooley amendment, 
believe? 

Mr. Branp. Under the Cooley amendment; ves 

Mr. Passman. That is to sell surplus agricultural commodities. 

Mr. Brann. They run it on a hard basis just as in the other loans. 
And I am glad to point out the Export-Import Bank is a well managed 
institution, and is probably better managed since I left. 
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Mr. Passman. I do not agree with your latter comment. 

You mentioned earlier today having approved loans in 43 countries, 
and I believe you stated 118 loans? 

Mr. Branp. Yes. 


TRAVEL BY LAWYERS 


Mr. Passman. Did you have lawyers present when those loans were 
consummated? 

Mr. Branp. Always we have lawyers present when we consummate 
those loans, but ordinarily they are consummated in Washington, 

Mr. Passman. You did not have lawye ‘rs going into the country to 
negotiate loans ia the past; did you? 

Mr. Branp. I assume you mean approval of the loans? 


Mr. Passman. I am talking about the same thing you mentioned | 


awhile ago, where you usually have a lawyer along. 

Mr. Branp. I do not usually have a lawyer along. 

Mr. Passman. When do you have a lawyer along? 

Mr. Branp. Only when we are negotiating a loan agreement. 

Mr. Passman. Did you have a lawyer along when you entered into 
the agreements in these countries? 

Mr. Branp. On the occasions I mentioned we had substantiv: 
matters of negotiation and since I was going to be there it seemed bette 
to sign the agreement while I was there and have a lawyer there rather 
than wait until I got back here. 

Mr. PassMan. I am just wondering why, where a large amount is 
involved, they could not have come to Washington, and have _ the 
whole transaction developed here, thus saving considerable money In 
travel expenses? 

Mr. Branp. I think you have a point, Mr. Chairman, but having 
been trained as a lawyer I feel it is good for our lawvers to go out once 
in a while and get acquainted with the people they are dealing with 
and negotiate with the lawyers on the other side. I think it is not 
an unseemly waste of money at all. I think it really adds to th 
general good management for once in a great while—1I think it should 
be a limited affair—but once in a while it is good for our lawyers to 
meet with the people they are dealing with. 

Mr. Passman. That would be the exception, and not the rule? 

Mr. Branp. Yes. 

Mr. Passman. I have borrowed a lot of money in my life and I did 
not send a note to a banker asking him to come see me. I usually 
went to see the banker. 

Mr. Branp. I am glad that when I borrow money—and | still do 
I do not have to worry about a loan agreement like this. It is more 
expansive than a private loan. The Government runs on a record of 
paper. 

Mr. Passman. I would not want to trv to eliminate redtape at this 
time. It has been too long building up and to try to straighten it out 
now would be more of an assignment than I care to undertake. 

Mr. Branp. I have been trying to do it, but it is frustrating. 


OFFICE OF fIRIVATE ENTERPRISE 


Mr. Passman. On page 8 I note vou have created an office 0! 
Private Enterprise, and on pages 13, 14, and 15 you mention what the 
DLF has done in this area. 
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Would you elaborate on that, please? 

Mr. Branp. This morning I made an attempt to elaborate on what 
| think is one of the most important elements of the DLF activities 
at this time. 

We have in this private enterprise section a man from my hometown, 
aman I have been associated with for many years; he was one of my 
hoard of directors. He is the vice president of a small bank, and he 
has made a great many loans. He is also vice president of a savings 
and loan society. He owns his own business, he owns his own farms, 
and he is a man I felt I could place explicit trust in to go around the 
world and know how to meet the small business community, because 
he and I have dealt with them all our lives. 

In addition we have Mr. Hamlin Robinson, who is chief of the 
private enterprise division, and we have two other people under him, 
We are continuously meeting with American businessmen for the pur- 
pose of doing two things: One is enlisting their help and trying to make 
foolproof loans on a sound business basis to encourage the business 
community of the United States to take part and participate in some 
of these loans; and, to be quite frank about it, instead of suggesting 
to the foreigners that we will support state enterprises, rather we sug- 
gest that we give the emphasis to supporting the private sector. 
Therefore [ think it is important that we have a small but efficient 
group in the DLF that knows by vears of training and experienc: 
what the private sector needs and how to go about it. 

Mr. PassmMan. We just about cover the field wit! the DLF. We 
make loans to governments, and we make loans t» corporations o1 
individual companies in the countries where we mal e loans to govern- 
ments? 

Mr. Branp. You are exactly right, Mr. Chairman. 

Mr. Passman. That is quite comprehensive, is it not? 

Mr. Branp. l prefer to make loans in the industrial field to the 
priv: ite sector. 

The committee may be interested in knowing why we make loans to 
governments. We are working in the underdeveloped areas where we 
think the basic things such as roads and power must come first. So 
we make loans in that field. I think there is a chart in the book that 
shows where we make the loans, the areas. 

Mr. Passman. Yes; [ think 185 different areas were listed in the 
hearings last year, and they can do anything they want to with the 
money. 

LOAN APPROVALS BY CATEGORY 


Mr. Branp. I think we eliminated a little redtape. We have only 
eight different activities for the Development Loan Fund. Trans- 
portation and communication, $299 million of the total of $958 million; 
next comes industry, $213 million. The chart will speak for itself 
and, with your permission, | would like to insert the figures in the 
record : 


(The information follows: ) 
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DEVELOPMENT Loan FuND 


Loan approvals (Jan. 31, 1960), by category 


/ 


] Loal Pe it of 
Functional categories loan ipproved total 
n mil 
Transportation and communications ‘ ; $299. 3 31.8 
General industrial facilities (including mining sade 37 213.3 » > 
Power Eo 7 - A ls 141.8 5 
General economic development -- : 3 87.3 93 
Development banks and intermediate financial institutions _. 1s 74.8 8 
Food and agriculture (including irrigation and flood control x 1.4 5 
Multipurpose project 2 19. 0 4 
Water supply and other : 29.6 
Total, specific activity ___- =e ’ i 11S 40.0 10% 
Other project commitments . : main 18. 2 
rotal, approvals_.__......._-. 58.2 


AID AND LENDING PROGRAMS FOR TAIWAN 


Mr. Passmay. I notice on page 13—TI shall try not to take this 
out of context—down in the second paragraph you state: 

Given sufficient sound applications, I am convinced that the DLF can expand 
its lending in Taiwan to a subs penises degree and thereby participate with the 
Government of the Republic of China in its program to move more rapidh 
toward self-sufficiency. 

[ just returned from Taiwan and I think we are overdoing it out 
there. I think we are asking those people to absorb more ¢ apital 
than they can absorb. They are enjoying the greatest economy ip 
that part of the world with the exce ption of Japan, and to give them 
more money than they can intelligently spend or obligate, and force 
them to obligate, then deobligate and then reobligate and subreobligate, 
that was the most confusing thing I ever read. It is obvious that 
we are overlapping. Taiwan is a small country where in many it- 
stances we are endeavoring to teach things they r alre ady know how 
to do better than we do, such as teaching them how to raise rice up 
on a mountain side which I would hesitate to try to climb. 

|! want vou to look at this document and state whether you think 
vou should be in there with any development loan funds in addition 
to the various types of economic and and military support already 
being given to that country. 

Mr. Branp. I should be glad to look it over very carefully. But 
| have not seen it. J assume vou are referring to an ICA table, 
because the DLF has no such table. 

Mr. Passman. This is an ICA table. I hope we shall receive one 
for the DLF before we conclude these hearings. 





er 


Mr. Brann. Referring to vour question about that sentence in my 


statement, what I meant to say in the sentence is this: We only 
deal on the basis of sound applications and we do not dream up 4 
lot of tables about what we should do in a country. If sound appll- 
cations are submitted we are prepared to look at them. 

On the matter on which you have made a very valid observation, 
I want to make this comment: Our whole purpose in Taiwan as 7 | 
as DLF is concerned is to see that the grant program grinds to § 
walk and finally stops. I have recommended to the Board that in 
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Taiwan we begin putting dollar repayments in our loans. That may 
be surprising to some members of the committee. 

Mr. Passman. We have given them enough that they ought to be 
able to accumulate a little. 

Mr. Branv. They are having exports approaching $150 millior 
in the hard curreney part of the world. But what I am trying to 
convey to the committee is that as the grant program slows down, I 
alm hopeful 

Mr. PassMan. It is true that we have just hatched a new organiza- 
tion which will make soft loans, and there is another egg in the nest 
that mav hatch. 

Mr. Brann. Unfortunately, other countries have not done as well 
and do not have the talents. 

Mr. Passman. Are vou speaking of Taiwan? 

Mr. Branp. I am speaking of one little island of Taiwan. 


ASSISTANCE FURNISHED ON POLITICAL BASIS 


Mr. Passman. You mentioned that vou would not consider an 
application unless it was absolutely sound. What if our distinguished 
Secretary of State or Under Secretary of State said they were going 
to make loans to certain countries on a political basis. Would you 
challenge them? 

Mr. Branp. I do not challenge the Secretary of State. 

Mr. Passman. They say that is a part of our policy, and we are 
making grants to some countries where we admit we are doing it 
strictly for political reasons. Suppose the Secretary of State says, 
“We want vou to approve this loan whether it is sound or not.” 

Mr. Branp. I do not think that eventuality will ever happen. 

Mr. PassMaNn. It has happened recently. We have poured millions 
of dollars into a country purely for political reasons. 

Since the gentleman over there is looking at me, I will put the name 
of the country in the record. One was in Thailand. There is no 
question about its being for political reasons. 

Mr. Murpuy. The Secretary of State may determine it is in the 
US. interest politically to give assistance to a country, but in that 
instance DLE would receive applications which they would review for 
soundness before they made a loan. The first decision is a broad 
decision for political reasons to give assistance, but within that ICA 
or DLE or the military would examine the application for soundness. 

Mr. Passman. Would the gentleman agree that in instances we are 
furnishing aid to nations on a political basis, and they do not need 
economic aid? 

Mr. Mureuny. I would not deny that, Mr. Chairman. 

Mr. PassMAn. That was my question. 

Mr. Branp. If 1 gave the impression of being argumentative, L 
certainly apologize. 

Mr. Passman. You do not need to apologize to me. 

Mr. Branp. What I was referring to was the context—and I am 
taking a sentence out of vour observation out of context, and when 
I do it may do you a disservice—and that is yen said the Seeretary 
of State may tell the Development Loan F und, Go ahead and make 
aloan to a country whether it is sound or not. 
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That does not happen. The Secretary of State does not tell DLF 
to make an unsound loan or to make a loan whether or not it is sound. 
He only suggests, as Mr. Murphy has so ably described, that in this 
country if they will give us sound projects—and I paraphrase my own 
language—then he advises us to give consideration to those projects, 
but he does not pass judgment on whether they are sound. That is 
why I am appealing to you for funds, to make sound loans. We 
have turned down applications just because they were unsound. 


LOAN FUNDS OBLIGATED WITHOUT ADEQUATE PLANNING OR EVALUATION 


Mr. Passman. Again, referring to the audit of the De svelopmes 
Loan Fund, fiscal vear 1959, by the Comptroller General of the United 


States. On page 35 of that report we find the following: 


MunicipAL DEVELOPMENT 


This project consisted of 116 subprojects approved for total DLF financing of 
$9.3 million. The Plan Organization submitted designs and specifications for 
17 subprojects of which DLF reviewed 3 as a test of the procedures followed by 
the Plan Organization for all subprojects. Two of the projects examined by 
DLF were subsequently not included in the 116 finally approved so that, in effect, 
the Fund had reviewed only one subproject having an estimated cost of $59,000 

The total loan was $9.3 million. What kind of position does that 
place the committee in when they are trying to consider funds? 

Mr. Branp. As I understand it, Mr. Chairman—and I was not in 
the Development Loan Fund when this was considered 

Mr. PassMan. You said you reviewed all specific projects in this 
program. 

Mr. Branp. This was a project in Iran and I have not been in Iran 
since I have been in the Development Loan Fund. So 1 have not 
reviewed all the loans there. 

Mr. Passman. We are speaking of deficiency projects. 

Mr. Branp. I am not aware of that. There are 120 approved of 
them and about 80 being considered. If you divide that into the num- 
ber of days I have been with the DLF, it is pretty hard for me to 
consider all of them, as much as I would like to. 

But here they were testing the procedures and the General Account- 
ing Office is referring to that. If we would look at my comment that 
I made to the General Accounting Office on this matter contained in 
the record, it would say this: 

On the finding on “Loan Funds Obligated Without Adequate Planning or 
Evaluation” three points appear to be in order: 

First, on the municipal development projects in Iran insufficient attention is 
given to the fact that DLF examined carefully the procedures utilized by the 
Iranian Plan Organization in analyzing such projects and applied them on a test 
basis to three specific subprojects. The DLF found the procedures satisfactory 
and did not need to examine all 116. Furthermore, the fact that two of the sub- 
projects examined were not undertaken becomes, in this light, irrelevant to your 
finding. 

Second, on the Iran highway improvement activity, no reference is made to the 
need for Bureau of Public a technicians certifying the work that is done as 
a basis for assuring proper use of disbursed funds. 


Finally, insufficient attention has been paid to our comments that today we 


have additional staff and must meet section 517 requirements prior to obligation 


of resources. Our activities are not static and the report should note the im- 
provements made in our procedures. Recognition of such improvements would, 


of course, require altering your conclusion to accord with our present posture. 
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Mr. Passman. You understand we are not dealing in personalities. 
We are dealing completely with facts from the record. 
This GAO report states: 


MunicipAL DEVELOPMENT 


This project consisted of 116 subprojects approved for total DLF financing of 
$9.3 million. The Plan Organization submitted designs and specifications for 
17 subprojeets of which DLF reviewed three as a test of the procedures followed 
by the Plan Organization for all subprojects. Two of the projects examined by 
DL F were subse que ntly not included in the 116 finally approved so that, in e ffect, 

» Fund had reviewed only 1 subproject having an estimated cost of $59,000. 


Now, of the $9.3 million how much are you now carrying as an 
obligation against the Development Loan Fund? 

Mr. Branp. It is fully obligated, Mr. Chairman. 

Mr. Passman. For what is it obligated? You said all these mat- 
ters Were examined and they were sound, yet the record does not 
back it up. 

Mr. Brann. I am very sorry, but I am not getting the message 
across. The entire municipal operation was the project, and they 
iad subprojects within this project. At the time, the judgment of 

‘ people in the Development Loan Fund was that they should 
test soundings on the adage adopted for the completion 
of these subprojects because they are of a similar nature. It was 
not 116 different projects. These are pieces of one project. So, 
right or wrong, they made the decision that a test sounding of the 
procedure would be sufficient. They made the test, they found 
the procedures were sufficient, and they went ahead with it. But 
with the advent of section 517 of the act I would require more than 
this in this ease. 

Mir. PassMan. You examined 1 subproject out of 116 subprojects 

md the 1 subproject you examined was for $59,000, and on that 
basis you obligated $9.3 million. 

Mr. BRAND. No. We examined three. 

Mr. Passman. Two of them you did not include. 

Mr. Branp. But they were the same. 

Mr. Passman. The approval was upon the basis of the examina- 
tion of one. 

Mr. Branp. Apparently I do not get my message across. The 
three were typical projects. Let me mention that the GAO has 
made an examination of the Development Loan Fund in 2 years. 
We made over 100 loans but they only examimed 12. Perhaps 
they are a little deficient in their operations too. 

Mr. Passman. I will not discuss the loans they have not checked. 
Tam dealing with those they did check. 

Mr. Branp. They, in their own methods, took at random, so they 
say, and examined 12 out of over 100. Maybe our examination of 
3 should have been 12, then we would have been on a basis with the 
GAQ, 


BASIS FOR OBLIGATING $9.3 MILLION 


Mr. PassmMan. Just one more question with respect to the 116 
subprojects. You reviewed 3 as a test of the procedures, but 2 of 
the 3 examined were subsequently not included in the 116 finally 
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approved; so, in effect, you reviewed only one subproject having an 
estimated cost of $59,000, and on that basis vou did obligate $9.3 
million? 

Mr. Branp. There is no question about that. 

Mr. Passman. Thank you very much. 


BACKLOG OF APPLICATIONS 


Would you not agree that an organization which is, to all intents 
and purposes, giving money away, should have a substantial back- 
log of applications for loans? 

Mr. Brann. No; I cannot quite agree with the question, and I 
make this observation with all due respect: I do not think the DLF 
is giving money away. 

Mr. PassmMan. You have a right to your opinion, and I have a right 
to mine. 

Mr. Branp. I have found the chairman expressing very sound 
opinions. 

Mr. Passman. Thank vou. 


APPROPRIATION REQUIREMENTS 


On page 11 vou say $550 million a vear is minimal in terms of helping 
to bring about significant economic growth in the less developed areas, 
Is that correct, $550 million? 

Mr. Branp. No; 1 think $700 million is the statement I made. If 
I made that statement I want to retract it. 

Mr. PassmMan. | refer vou to page 11, the first sentence. You have 
$550 million, so 1 do not see how it could be any higher. 

Mr. Brann. Weil, I think the context of the entire two paragraphs 
taken together is this: That today under our present operations the 
$550 million is a figure below which we can under no circumstances go, 
but if the United States is to exercise the necessary leadership that it 
has in the world a larger figure is necessary, and I suggested at a 
later time in my statement the figure of $700 million. So I may 
have been deficient in expression, but I hope I have now made the 
meaning clear, 

NEW LENDING INSTITUTIONS 


Mr. Passman. As I mentioned earlier, we have hatched a new 
organization to make loans and another egg is in the nest that may 
hatch. If 1t does hatch would there be any reason for increasing the 
capitalization of the Deveiopment Loan Fund? 

Mr. Brann. We recognize that new organizations may come into 
existence. 

Mr. PassMaANn. One is already in existence. 


INTER-AMERICAN DEVELOPMENT BANK AND INTERNATIONAI DEVELOPMENT 


ASSOCIATION 


Mr. Branxp. Yes; the Inter-American Development Bank started 
about 3 weeks ago. It is not beiieved that the impact of that 
organization will be very large in Latin America next vear. In our 
opinion we must look to the future rather than in 1961 for any impact 
of consequence from the Inter-American Development Bank. 





T} 
Inte! 
not | 

M 
izath 
supp 
com 

M 
you 
time 


N 


was 
prog 


& su 
\ 
\ 
our 
or Tr 
well 
N 
tha 
abo 


In| 


UO! 


tha 
Wol 
pru 
our 


3 V 
the 


Is! 
DI 


firs 
Si: 





303 


The other institution to which I assume you are referring is the 
International Development Association, and, as you noted, it has 
not been hatched vet. 

Mr. PassMaAn. I felt the same way last vear about this new organ- 
ization, but it did come into being; and as the administration is 
supporting the creation of the other one, it could very well be it will 
come into being. 

Mr. Branp. I think you are better advised than | am, and I believe 
vou understand the reason the administration is supporting it at this 
time. 

DLF LOAN PROGRAM IN SOUTH AND CENTRAL AMERICA 


Mr. PassMAN. How many loans have you made to South and 
Central America out of the Development Loan Fund? 

Mr. Branp. We have made 21 loans. 

Mr. Passman. Totaling how much? 

Mr. Branp. Approximately $75 million. 

Mr. PassMANn. Then, with the new organization, the new Bank that 
was inaugurated this year, will it be necessary to continue this larger 
program in Central and South America? 

Mr. Branp. We think, Mr. Chairman, that we will continue with 
a substantial program in South America. 

Mr. PassmMan. At the same level on which you are operating now? 

Mr. Branp. We do not operate on levels, Mr. Chairman. We try 
our best to avoid it and I know that in an appraisal of what we may 
or may not do, it is very difficult to avoid. 1 think your question is 
well taken. 

Mr. Passman. You have 21 loans at about $75 million. Certainly 
that establishes for the time that the DLF has been operating as to 
about what level you are making loans to South and Central America. 
In my opinion you are going to continue at that rate, if the applica- 
tions justify your consideration. 


AREAS IN WHICH INCREASE IN LOANS ARE EXPECTED 


Mr. Branp. I should like to make this comment, Mr. Chairman, 
that in my statement I tried to make very clear that the increase 
would not be necessarily in Latin America; that it would be found 
primarily in South Asia and Taiwan. This year the full impact of 
our loaning in Latin America, so | understand, is about $12 million. 

Mr. Passman. And previous years’ total? 


TOTAL LOANS TO DATE 


Mr. Branp. The total for the previous years is $68 million. For 
3 years it is $78 million. 1 said $75 million. I would like to correct 
the record. 

Mr. Passman. Certainly. I used the same figure of $75 million so 
I should like to correct the record, too. 

Branb. That stretches over a period of the existence of the 

DLF and we are now in the third year. 

| might give you these figures broken down, Mr. Chairman. The 
first vear was $8,500,000, the second vear, $57 million, the third year, 
$12 million. That is up to the present time. 
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Now, what I want to point out, there are areas in Latin America 
in which it will be to the interest of the United States in our opinion, 
and so we are advised by the State Department, and as you so ably 
pointed out, we are under the foreign policy guidance of the State 
Department, where it is necessary for the DLF to maintain an activ ity. 
Our position today is that we will be active to some extent in Latin 
America but the increase that we are speaking about applies to areas 
other than Latin America. 


NECESSITY FOR DLF IN LATIN AMERICA 


Mr. PassmMan. I am not getting across what I am trving to find out. 
You have a program under the DLF in South and Central America. 
You created a new lending agency for Latin America. Now, if this 
new institution can handle the requirements from Latin America, 
and as you do have repayment in local currencies, why would it be 
necessary for the DLF to be active there? 

Mr. Branp. Mr. Chairman, it is certainly not my conception and 
I do not think the conception of anvone who supported the origin of 
the Inter-American Development Bank that it could respond to all 
the needs of Latin America. By no means do we mean to imply that. 
[ haven’t gotten my message across. 

Mr. Passman. I think vou have. Would it be a duplication when 
vou have all these various lending agencies supported by the same 
Government? 

Mr. Brann. It is an addition, Mr. Chairman. ae Vv ae asked 
for this thing 10 vears that I have personal knowledge « 


PERCENTAGE OF AUTHORIZATION OF EXPORT IMPORT BANK TO LATIN 
AMERICA 


Mr. Passman. I believe the record is clear that about 50 percent 
of the total authorization of the Export-Import Bank is going to 
Latin America. 

Mr. Branp. The full record is about 40 percent, if I recall, and I 
can tell you that mv figures may not be accurate. 

Mr. Passman. We want to correct Mr. Stambaugh when he comes 
back before the committee. He said 50 percent. 

Mr. Branp. Is that the entire time of the Export-Import Bank or 
just recent, Mr. Chairman? 

Mr. Passman. Let us see what the question says: 

“What percentage of your lending operations in the past vear has 
been to Latin America?’ 

Mr. Branp. Past year, or years? 

Mr. Passman. Past vear, singular. 

Mr. Brann. I thought you meant the total operations. I was the 
one that misunderstood, Mr. Chairman. 

Mr. PassMaAn. Fifty percent last vear. 

Mr. Branv. And 40 percent overall is my memory and _ that 
memory is subject to check. 
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Mr. PassMan. Now we are in with the DLF and the new organiza- 
tion that was just brought into being. They are in on some of the 
other aid programs too, of the overall? 

Mr. Murpuy. Yes, sir. Latin America is in. 


COUNTRIES BEST QUALIFIED FOR ECONOMIC EXPANSION 


Mr. Passman. What are the countries where conditions are the 
best for economic expansion, as you state on page 11? 

Mr. Branp. The countries to which I am referring that have 
demonstrated in our opinion outstanding leadership in their urgent 
drive for economic expansion for the benefit and betterment of their 
people are the countries of India, Pakistan and Taiwan. 


RETARD PROGRAM PENDING COUNTRIES DEVELOPING MANUFACTUR- 
ING TECHNIQUES 


Mr. Passman. Do you think maybe it would be wise to slow down 
all of these programs, so they could develop techniques of their own, 
and could learn something about the techniques of manufacturing, 
and would have an opportunity to absorb this capital before we go in 
with a lot of new programs? 

Mr. Branp. From my examination on the a I am talking about 
in the field—I wish we could do that, Mr. Chairman. I really do. 
[think it would be very beneficial if we could. But from my examina 
tion on the spot the events of the world just won’t permit us to Kava 
our Own way about how all this is going to happen. 

Mr. Passman. We are supplying the money. Why should we not 
have a substantial voice in the decisions? 

Mr. Branpb. Russia is furnishing a great deal of the money today. 

Mr. PassmMan. It has not been established that Russia has given 
away anything. It would have been interesting if you had been here 
yesterday. Russia is long on promises, short on deliveries. They 
drive hard bargains. We do not consider ourselves in competition 
with Russia. We agreed years ago we would not let these countries 
blackmail us with “If vou don’t do it, Russia will.’ [| hope we are 
not getting into such a predicament as that. 


BHILAI STEEL PLANT IN INDIA 


Mr. Branp. Let me point out one facility in India that is not a 
little piece of paper or an odd promise or competing with some 
ideology expressed by the Communists. It is the Bhilai Steel Plant, 
a steel ‘plant that will produce a million tons of steel a year, a steel 
plant that will employ 35,000 people, a steel plant around which has 
been built a city of 100,000 people that has schools—primary and 
secondary schools—and that has a nice hospital. 8,500 new homes 
have been erected, all stemming from the actual fact that the Russians 
have contributed to that in one way or the other through manage- 
ment-—they had 1,100 people there for 4 years—and building. Those 
are facta we can chew up and swallow and digest. We do not have 
to guess about that. 

Mr. PassmMan. This was with a loan, was it not? 

Mr. Branp. It was made with a loan. 
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Mr. PassMan. How are they to be repaid? What type of currency 
is it? 

Mr. Branp. They go into a tizzy over how they will be repaid. 
Some of their loans are repaid in local currencies. But they usually 
have a gimmick built in that they must tap the resources of the 
country and use the local currency to export from the country. We 
do not do that. 





OBJECTIVES OF 





ASSISTANCE PROGRAM 

















Mr. Passmanx. Mr. Brand, I am seeking light. I am trying to 
understand this. I think I should know. Here we are in India. 

The Russians make a hard boiled loan for a steel plant. Then we 
make one. So is it a question of competing for India’s favor? What 
if we should wind up in the end and Russia has aided India just a 
little bit more than we have? Does that mean Russia has won them 
over? What is the objective? What is it all about as to what we 
are trying to do? Both nations are in. For what are we competing? 
Who is going to win? Is it the country that gives the most? 

Mr. Branp. Mr. Chairman, the Russians are competing with us, 
not we with the Russians. I merely point out that in India, there is 
one place where Russian competition has been effective. Now, the 
record will show that we have contributed in India through one pro- 
gram or another as much as the entire world put together and | 
know that statement can probably be used against me but | think it 
is only fair that I] put the facts on vour table. That is what 1 am 
here for. 

Mr. PassmMan. That is correct, sir. 

Mr. Branp. That is what I am here for, but I think it is a lot 
better, Mr. Chairman, to do this by loaning the money, iaaasinn a 
desire on the part of those people to accept an obligation, and all the 
dise ‘ipline that comes from the word “obligation’’ ‘and there is a lot 
of it in the business world; when you build a plant and you have to 
pay for it. They do not know any money except local currency. 
Those business people do not deal in dollars. They deal in rupees. 
When vou create discipline in order to make a profit in order to pay 
an obligation, it is a lot different than a giveaway program. That 
happens to be my view. I think it is a view that the administration 
associates itself with. 


UNITED 





STATES VERSUS 





RUSSIAN 





ASSISTANCE IN INDIA 














Mr. Passman. We have put into India, total U.S. assistance, 
$1,711,800,000. On the other hand, Russia has put in, in all proba- 
bility, in sound and profitmaking loans, a very small percentage of 
that amount. What is our position today in favor of the United 
States, as against the favor to Russia, by these very large grants? 

Mr. Branp. Well, if | remember the facts, Mr. Chairman, there is 
no question about the $1,700 million. That is the figure | am referring 
to, too. A large part of that was to provide from our surplus food for 
a very hungry people. That Russia did not contribute to. I am 
only referring to development. 

Mr. Passman. For surplus food vou are referring to only a few 
million of the $1,718 million? 
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Mr. Branp. I will put in the record the correct amount. I] 
be mistaken. I think it is $686 million. 

Mr. Passman. We would still have $1,100 million to gamble on in 
dollar grants. 

Mr. Branpb. In addition to that, there is $198 million of wheat 
alone, so the total is approaching maybe perhaps $900 million, half of 
it in food. 

\MIr. Passman. It is still $1.7 billion, whether food, money, or some- 
thing else. 

Mr. Branp. This one steel plant that I am referring to had a cost 
in excess of $300 million so I am informed, so we are not dealing with 
small change when we talk about the Russians. 

Mr. ANprEWws. May I ask one question, Mr. Chairman? 

Mir. Passman. Of course. 


may 


CAPACITY OF STEEL PLANT BUILT BY RUSSIANS 


Mr. ANprEws. Mr. Brand, did you say that steel mill in India was 
producing better than a million tons? 

Mr. Branp. No, it is a steel plant with a capacity of 1 million tons 
pt r Vvear., 

\lr. AnpreEws. Is It in operation? 

\Ir. Branp. It is in operation. 

Mr. ANpreEws. How much are they producing? 

\Ir. Brann. I do not know, Mr. Andrews. 

\lr. ANpREWs. Do vou know whether or not the Russians are 
vetting any steel from that plant? 

\lr. Branp. As far as I know, thev are not. 

\Ir. ANpREWws. Thank vou. 


OBJECTIVE OF U.S. AID TO INDIA 


\M[Ir. PassmMan. I believe maybe we are going to understand now 
for the first time just exactly what I am trying to find out. We want 
to help India. We are in competition in India. We are pouring in 
literally hundreds of millions of dollars in addition to the $1,711 
million to which we have referred. 

What would vou say our objectives are? We are trying to help 
them develop their economy, but who is going to be in favor with 
the Indians? Are the Russians with their aid or the United States 
with its aid, when we finally take the score? We are competing with 
each other for the favor of India. Who is winning? 


RUSSIA COMPETITION WITH UNITED STATES 


\Ir. Brann. As I have said, and I believe I have made this state- 
ment in one of our reports to this committee, it is in the red book 
that | made the statement that rather than we competing with Russia 
on the economic front, Russia is competing with us today and while 
we are active in the DLF in 43 countries, when you take the full 
total of U.S. assistance and include the ICA, the Export-Import Bank, 
and Publie Law 480, I know it comes to a large sum, but when vou 
take the full range of U.S. aid, it stretches to something approximating 
H0 or 65 countries throughout the world whereas the Russians have 
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made an impact in perhaps only 5 countries. But I am a com- 
petitor, Mr. Chairman. | know that you are a great competitor and 
it does not make any difference who starts the competition. When 
you have the competititon we both take it into consideration and | 
am only saying that this is only one factor of our consideration and 
it is not necessarily the primary factor in our consideration. 





PURPOSE OF DLF 

















May I point to a phrase that I have used in the report to this 
committee describing the purpose of the DLE, which is found on 
page 6: 

The Development Loan Fund is authorized to make loans, credits, or guarantees, 
or to engage in other financing operations to carry out U.S. policies for assisting 
the economic development efforts of underdeveloped nations. 

That is the sole purpose of the DLF and competition, be it strong 
or be it light with Russia, is an incident only to be considered in the 
broad scope of our activities, and in my opinion—and this is my per- 
sonal opinion—not the foremost consideration. 


















U.S. POSITION IN INDIA 

Mr. PassmMan. In the end, where there are two nations competing 
for the favor of India—we are in with grant aid in the wavy of a develop- 
ment loan that brings back soft currency which we cannot use and 
Russia is in with loans to be repaid in dollars and rupees—and in the 
end we find that Russia is draining the country dry of its ne wily created 
resources by demanding repayment in dollars or rupees, yet we are 
holding soft currencies which we cannot take out of the country and 
we cannot use to buy anything in the country that would come out, 
then what would be our position? 

Mr. Brann. I find it difficult to respond to the question because the 
Chairman, and you, again, as | constantly say, and I believe as much 
as I believe anything in this world, that you have the right to your 
opinion and I to an opinion that is most of the time the administra- 
tion opinion and not my personal opinion, but I think that the state- 
ment the DLF gives grant aid is not a statement in which I find 
agreement. The main consideration we are all faced with is can 
India and can some of these other countries, but we are referring to 
India, can we do something to assure ourselves that India can make it 
under democracy? That is one of the great issues of the world and our 
little contribution is certainly a very minor contribution to India’s 
strong effort and determination to, as I say 


















, make it under democracy. 













DLF LOANS ANOTHER FORM OF FOREIGN AID 


Mr. Passman. If the committee and the witness will pardon me, 
IT want to say again for the record that T am confused because Mr. 
Dillon himself stated differently, in a direct response to my question. 
I shall use here only the last sentence 
The 
aid? 

fr. DrLuon. 


















so-called loans from DLF must be considered as another form of economic 


Certainly. It is a form of economic aid. 
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Mr. Branp. I say that repeatedly, Mr. Chairman. Am I again not 
being understood? 
Mr. PassMan. I want to proceed, if I may. 


LOCAL CURRENCIES CREATE REVOLVING FUND 


Since the repayment of these loans generally is in local currency, 
and the United States cannot reuse these local currencies without 
the country’s permission—and must spend them, if at all, in the 
country—we have in effect created a revolving fund within the 
country; have we not? 

Mr. Branp. Yes. I think that essentially your statement is 
fundamentally correct. 

Mr. PassmMan. Thank you very much, sir. 

Mr. Branp. But I do not follow you to the extent of agreeing that 
that means that they are useless to U.S. interests. 


USE OF LOCAL CURRENCIES 


Mr. Passman. We can spend some of them within the country, 
in the Embassy, a percentage. We know that. But we cannot bring 
anything out of the country. I think that is the agreement on the 
soft currencies, that we must spend it in the country. We cannot 
bring anything out of the country, and all these are subject to possibly 
spe nding the currency for projects in the country, unless the agreement 
is amended at a subsequent date. 


LOAN TO ARGENTINA 


Mr. Branp. May I refer to a loan in which I took a rather prominent 
part, and that was the loan to Argentina in 1956 of $100 million. The 
circumstances there, and I am not going to make another speech, and 
| apologize for some of my lengthy observations 

Mr. Passman. We want them to be lengthy. 

Mr. Branp. I cannot shorten them. 

Mr. Passman. We do not want you to shorten them. 

Mr. Branp. When we made this loan the Argentine currency was 
In no way whatsoever convertible. 

If we had taken pesos, we could not have used them at all. 

Mr. PassmMan. So I can follow you, vou are referring to a DLF loan. 

Mr. Branp. I am referring to an Export-Import Bank loan. 

Mr. PassmMan. We are not considering the Export-Import loan. 
However, please proceed. 

Mr. Branp. When the DLF last vear made a loan to Argentina, 
Which the chairman implies he is criticising because it is a soft loan 
repavable in dollars, we strained to find repayment capacity existing 
in Argentina to the extent of $100 million in dollars. It was a very 
very difficult job to make that judgment because the country had been 
torn to shreds by Peron. What has happened in 3 years? Eleven 
New York banks and one Canadian bank make a loan without any 
guarantee whatsoever to Argentina because of one fact: Argentina’s 
currency is about 85 percent convertible in the currencies of the 
world. Now that change has been brought about in 3 years and I 
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took part in that change. J think I have just got as hard an attitude 
as anybody on soft currency loans, and | had many doubts about it, 
and I still have some doubts about it, but I have seen it proved in 
many countries. [| give vou only Argentina as one example, but I can 
give the chairman others if you desire, where in a very short time 
convertibility was to a major extent reached, to the place where the 
commercial private banks of this country were willing to lend millions 
of dollars. 

Now, the DLF made a loan at the time that Argentina was not so 
vood, but todav that loan I don’t think there is much doubt as to its 
repayment. At least in the eves of our private banks there is not. 
! merely make the observation to point out that while 75 percent, 
approximately, of our loans are repayable in local currency, the day 
will come when we will have use for those currencies and not de ‘pend 
on just a revolving fund use in the other country. 

[ mentioned the Export-Import Bank. They made 100 loans 
totaling many millions of dollars in local currencies for the benefit 
of only one thing, American industry. 

Mr. Passman. You spoke of an act of Congress against which 
many Members of Congress voted. You are referring to the Public 
Law 480 surplus agriculture commodity part of it; are vou not? 

Mr. Brann. Yes. 

Mr. Passman. You are also referring to the exception, and not the 
rule, when vou pick out Argentina; and vou would not refer to Argen- 
tina as a completely underdeveloped country. 

Mr. Brann. In 1956 it was pretty much underdeveloped. 























LOAN POSSIBILITIES TO ASIAN COUNTRIES BY EXPORT-IMPORT BANK 





Mr. Passman. Do vou think the E xport-Import Bank would make 

1 loan such as that one to Laos, Cambodia, or possibly some other 
sciartiee in that region? 

Mr. Branp. In 1946 they would not make one to Taiwan, but 
shortly I think I will live to see one made to Taiwan. 

Mr. Passman. After the many millions of dollars we have spent 
there we should be able to make a loan there and collect it. 






























POSSIBILITY 





OF LOAN REPAYMENTS IN DOLLARS 

We have those who say that in these underdeveloped countries 
under our contract where we are receiving soft currencies in rep: 1yment 
of dollar loans that without their permission we cannot bring anything 
out of their country; that the money must be spent in their country; 
and the only bit of encouragement is that they say, under the terms 
of the agreement, they may repay these loans in dollars. But it fol- 
lows if our currency should become so undesirable and so weak that 
the currency in some of these countries is stronger than ours, then it 
would be to their advantage to repay in dollars. Could you see the 
possibility of any of these countries—with these agreements allowing 
them to pay in local curreney which we cannot bring out of the coun- 
try, and cannot spend in the country, and anything we are going to 
bring out takes earned dollars for some of their exports— paying back 


dollars, unless our currency should become weaker? 
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Mr. Branp. Mr. Chairman, it just happened that that eventuality 
did come to pass. The Philippines have just asked us to change our 
agreement so that they may pay in dollars instead of in pesos. I do 
not think that the Philippine peso is as strong as the dollar. I do 
mention, however, Mr. Chairman, and I would like 

Mr. Passman. Would you have other r aon why the Philippine 
Government asks that? There are coated to be other reasons. 

Mr. Brann. There are other reasons, Mr. Chairman. 

Mr. Passman. I think so. 

Mr. Branp. There are other reasons. 

Mr. Chairman, I do mention that the DLF does not have in its 
loan agreements this prohibition about taking money out of the 
country or spending money in the country. I do not know just where 
that comes to the chairman’s mind in relationship to the DLF because 
it does not exist in our loan agreements. 


PROHIBITION AGAINST TAKING LOCAL CURRENCY OUT OF COUNTRY 


Mr. Passman. | would be very happy to refer you to as much in- 
formation as you want in hearings in previous years. We will certainly 
make our point. 

Mr. Branpb. | certainly will clarify 

Mr. Passman. [ think possibly some clarification will be necessary, 
either on mv part or vours. 

Now, on page 16 vou state the loan proposal is examined to deter- 
mine whether other sources of financing are available. We have a 
GAO audit report on operations for DLF in fiscal year 1959, in which 
GAO seems to disagree with your statement. Would you comment 
on that? 

Mr. Branp. Yes, sir. | just happen to disagree wholeheartedly 
and comple ‘tely with the GAO. 

Mir. Passman. Thank vou. 

How much money has the DLF loaned in the Latin American area 
since it has been in operation? 

Mr. Branp. $78 million is the figure we used. 

Mr. Passman. There are many instances of documentation of what 
I said with respect to local currencies and how they can be used. But 
this should suffice for the time being. It is on page 1102 of the 
Mutual Security Appropriations Hearings of 1960, Mr. Montoya 
doing the examining: 

Mr. Monroya. Do I understand you to say that the repayment in local 
curreney of DLF loans can be used at your discretion in foreign countries? 

Mr. Ditton. That is correct, as long as it is not used to purchase things that 
vou are going to take out of the country, as long as it stays in. 

So we could put other statements in the record although Mr. 
Dillon’s statement which I have just read may suffice. He either did 
not understand it at the time, or else | do not understand it now. — | 
think it was rather direct and to the point that you could not buy 
anvthing to take out of the country. 

Mr. Branxp. | am sorry, Mr. Chairman, that I confused you 
because | know very well that we cannot buy resources of the country 
and export those resources from that country. 

Mr. Passmanx. Am I also correct that vou cannot transfer that 
currency over into a neighboring country? 
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Mr. BRAND You are correct. 
permission of the country. 

Mr. PassmMan. I thought that was what I was trving to clear up. 
Mr. Brann. You are entirely clear on it? 

Mr. PassMaAn. Yes. 


You can do it but vou must have 









PARTIAL 





REPAYMENT IN DOLLARS SUGGESTED IN DLF 







LOANS 








Mr. Brann. I might mention, Mr. Chairman, that in connection 
with local currencies, I feel rather strongly that the DLF should have 
built into its loans some repayment in dollars in practically all of the 
loans. ‘There certainly may be exceptions. In my judgment, in the 
years ahe ad, and of course my judgment won’t prove to be correct all 
the time, that may be one method of these countries responding to 
U.S. needs in not having all of the currency tied up in the country be- 
cause we certainly can take out dollars. 

Mr. Passman. Of course, as a banker, you are in the same type of 
position that Iam as a businessman, doing business with individuals 
Individuals make nations, and individuals run nations. 


RESULT 





OF 





OVEREXTENDING CREDIT 


The surest wav for me to lose a customer is to overextend a line of 
credit to him. When aman gets to where you are to a very large ex- 
tent controlling his business because of the mortgage, then you cease 
to be that very fine businessman who extended that credit; and in all 
probability you wind up losing the customer and having him talk 
harshly about you. 

One of the great industrialists of America expressed his position 
and I might say alarm—requoted at pages 1060 and 1061 of the 
mutual security appropriation hearings for fiscal 1960. This was 
inserted. It says, “Loan policy recommendations.’’ This is Mr. 
Benjamin Fairless speaking. 

In our view, loans by the United States repayable in the unconvertible curren- 
cies of foreign nations are undesirable and the practice of granting them should 
be terminated. Our relations with other countries will suffer from U.S. control 


of large amounts of their currencies. The soundness of the loan device should 
not be jeopardized by inviting repayment in foreign currencies which cannot be 
freely spent by the United States. Similarly, the validity of international con- 
tracts should not be undermined by the granting of loans in circumstances where 
there is grave doubt as to the ability of the borrower to repay. 

We recognize that there will be cases in which it is to the interest of the United 
States to make dollar loans on more liberal terms than those of the established 
public banks with respect to interest rates and periods of repayments. 

Would I be unreasonable in asking you whether or not vou share 
the alarm of Mr. Fairless at this country’s position if we should come 
into possession of unduly large amounts of local currencies of other 
nations? 

Mr. Branp. Mr. Chairman, you made a very generous comment, 
which I do not deserve, and your question is in two parts, one as to 
whether I agree that there is a possibility that an individual or a 
country may have too much credit. I feel, and I very frankly want 
to say, that at times it may be more injurious to an individual or a 
country to overextend cre ‘dit than to underextend the credit. 

Secondly, in regard to Mr. Fairless, a gentleman for whom I have 
the greatest iemaest. there are other prominent industrialists, there 
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are other prominent men in the world that come to my mind, and | 
might mention Mr. Eugene Black, President of the World Bank, 
who has commented differently than Mr. Fairless. | nade mention 
the fact that, and again with a bit of humility, the E xport-Import 
Bank Board of Directors are on record as unanimously approving 
the original concept that Mr. Dulles had. So I say to you that 
although I do not want to engage in controversy over Mr. Fairless’ 
fine judgment and opinion, that there are others of substantial reputa- 
tion in the international field as well as the business field who take 
a different view. 

In fact, I believe Mr. Black was one of the earliest to suggest the 
possibility of the use of local currency and I believe that suggestion 
is embodied in the formation of the new International Development 
Association, which will be an adjunct of the International Bank. 


NUMBER OF U.S. LENDING AGENCIES 


Mir. PassMan. From page 1065, in the 1960 hearings, “Creation of 
New Lending Agency”’ 


Mr. Passman. Did Mr. Black recently state he was becoming concerned about 
the numerous lending agencies which are being created? 

Mr. Dition. I think he made some statement of that sort, which is rather 
strange in a way. I do not know the full context. I would like to ask him. 
He is strongly supporting, at this moment, creation of a new lending agency 
which will be under the direction of the World Bank, ealled the International 
Development Association. I think he may have had references to this Inter- 
American Bank, but I am not sure. 


And neither am I. 


REQUESTS IN EXCESS OF REQUIREMENTS 


[ quote from the Wall Street Journal an article which says: 
j : 


The State Department, which oversees both economic and military aid, is 
pressing for a larger request, officials disclose, on the ground that congressional 
paring may reduce the foreign aid request to dangerous levels. 

| wonder if you have seen that? 

Mr. Branp. No, I haven’t. 

Mr. Passman. Lask each of vou who comes before the committee to 
comment on that, in the hope we can talk with those who made the 
Statement, to find out if the present request is in excess of needs. If 
not, we want to refute that statement and find out the source of the 
information. The only way I know to do this is to ask the several 
Witnesses who appear before the ee e about it. 

Mr. Branp. It is not my belief and it is not from anyone | am as- 
sociated with to my knowledge. 

Mr. Passman. If you could help us find out, we would be grateful. 

What is the total amount of funds appropriated to date to the 
Development Loan Fund 

Mr. Branp. $1,400 million. 

Mr. Passman. The budget request for fiscal vear 1961 is $700 
million. That is an increase of $150 million above the 1960 ap- 
propriation. 

Mr. Brann. That is correct. 
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AMOUNT 


Mir. PAssMAN. 
Bureau of the Budget? 
Mr. Brann. One billion dollars. 


OF 





REQUEST 





SUBMITTED TO 





BUREAU OF 





THE 





BUDGET 











OBLIGATIONS 








Mr. Passman. What is the amount of funds that have 
obligated as of February 29, 1960? 

Mr. Branp. You said “ February’’? 

Mr. Passman. If vou have it through February 19, 1960. 

Mr. Branp. I have it through February 26. 

Mr. Passman. I shall change my question to February 26, then 

Mr. Branp. Approximately $967 million is the figure for loans 
approved by the Board of Directors. The amount obligated under 
loan agreements and guarantee agreements by signed loan agreements 
or obligations 

Mr. Passman. Would vou keep them separated 1 if vou could? 

Mr. Branpb. I am trving to separate; $830.6 nillion in obligations 

Mr. Passman. That is the total of obligations since the inception 
of the Development Loan Fund? 
Mr. Branp. That is correct. 


been firmly 











DISBURSEMENTS 


Mr. Passman. Would vou give us the amount of disbursements 
from the inception of the Development Loan Fund? 

Mr. Branp. Approximately $178 million, at approximately the 
same date. 

Mr. Passman. The disbursements represent what percentage of the 
total appropriation? 

Mr. Branp. Approximately 20 percent. [ might comment that | 
feel that from the time it takes to design, begin the implementation 
of a loan, and get it underway until the time of disbursement in any 
sizable amount, there is usually a period of 2 to 4 vears and within a 
reasonable time, I would sav by 1962 to 1963, the disbursements will 
reach what I term a plateau and the disbursements and obligations 


will then go hand in hand. That has been the experience of other 


international lending institutions. 





NECESSITY 





FOR ADDITIONAL APPROPRIATION 

Mr. Passman. Maybe vou could help clear something up for the 
committee in that vour disbursements have been about $178 million 
against appropriations of $1,400 million, and obligations of some 
$868 million. Why did the administration last vear come to the 
Congress and ask us to actually appropriate a half billion dollars for 
1961, a vear in advance of the presentation? 

Mr. Brann. Well, I might sav, Mr. Chairman, that it merely adds 
up to the fact that in order to even talk to a country or a person 
about a development loan, you must have money appropriated. 
Otherwise, it is an imposition on the Congress of the . nited States, 
which I, as one person, do not want to take part in. I do not want 
to put, to speak in the vernacular, the U.S. Congress on the hook 
until we have the appropriated funds. I shall not do so. 








What amount did you originally request of thie 
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Mir. PassMAN. That shall be the procedure under vour adminis- 
tration? 

Mr. Brann. That certainly shall be. 

Mr. Passman. In the past it has not been entirely that way. We 
have had a lot of commitments and partial commitments. Even 
last vear I think there is something in the record which would indicate 
that they wanted this $500 million appropriated in advance so they 
could make commitments on projects which might require many years 
to complete. | am wondering if it would not follow, if vou go into 
a country and you make a loan, we will say, of $50 million on a 
project, that is going to cost $300 million, and then the Congress did 
not appropriate the funds; what predicament would we be in? 

\Mir. Branp. | think we would be in a devil of a predicament, and 
| de not intend for it to happen. 


TOTAL FUNDS COMMITTED 


\Ir. PAssmMAn. What is the amount of funds committed as of 
February 29, 1960? 
\lr. BRAND. $967 million. 


UNOBLIGATED BALANCE 


Mr. Passman. Then you have on hand, unobligated, what amount 
as of February 26? 

Mr. Branp. $430,069,000 uncommitted. That is as of February 26. 

Mr. Passman. And in the event that Congress, in its wisdom, 


should not provide any more money for the Development Loan Fund, 
then vou would have that much money available to run for a vear; 
is that correct? 
Mr. Branp. No, Mr. Chairman. In my opinion that is not correct. 
Mr. Passman. Then how long would it last you? 


COST OF PENDING LOAN APPLICATIONS 


Mr. Branp. We have under study today applications that will 
total an approximate figure of $800 million. Now by “under study,’ 

[ mean the fact that applications have been submitted in the prelim- 
nary form to that extent. 

We have under active construction, and I would be very happy to 
submit to the committee the record of these applications that are 
inder active study, in excess of $500 million. I think it might be 
less than appropriate for me to include these figures in a published 
record of the hearing and I understand this is an open ieee 

Mr. PAssMAN. Why would it be inappropriate? 

Mr. Branp. Because we are considering among those applications 
of American business firms and if we decide to turn them down, there 
nght be some implication that the same as when vou go to the bank 
or any other individual and vou are turned down, you just do not 
want public notice made of that fact. 

I think that we should observe as much as we can 

\{r. Passman. What did you say the total amount was? 

Mr. Branp. Approximately $500 million. 
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CONSIDERATION OF APPLICATIONS FOR LOANS IN EXCESS OF AVAILABLE 
FUNDS 


Mr. Passman. Then vou are considering applications in excess of 
the funds that you have on hand? 

Mr. Branpb. Oh, ves, sir. 

Mr. Passman. Did you not say earlier it would not be the poliey 
of your commission to give anything that looked like encouragement 
until you had the funds? 

Mr. Branp. I said that I would not permit, and there is a great 
deal of difference between the two. 

PassMAN. But vou are at the present time considering applica- 
tions in an amount greater than the unobligated balances; are we not? 

Mr. Brann. I think that we could not run this establishment on a 
pushbutton, on a stop and go basis. We have a belief, right or wrong 
that this C ongress he aving created the Deve lopime nt Loan Fund, will 
have sufficient confidence in it that it will give a substantial amount 
of new appropriations to it. We have that belief. That does not 
mean, and IT want to make it very clear, that by implication or other- 
wise we are committing funds ahead of time. 


REDUCTIONS IN EXCESSIVE LOAN REQUESTS 


Mr. PassmMan. What experience have you had with these appli- 
eants, individuals, corporations, and governments, — ‘re their en- 
thusiasm prompted them, because of the apparent easy repayment, 
if any payment at all, to make a request for an excessive amount and 
you later eut it down? 

Mr. Branp. | think that I said in my prepared statement we had 
a backlog of $1.5 billion and we have cut that backlog to approxi- 
mately $800,000. We returned the applications to the countries. | 
might also mention that 1 do not think we are dealing unfairly with 
the Congress because we are acting under an authorization in excess 
of the amount that we have asked. The un: ippropriate d authoriza- 
tion is over $1 billion, as the committee is aware. I know our inten- 
tions are certainly just the opposite of ever meeliare a situation where 
the Congress is on the hook to appropriate money because of a com- 
mitment made from the Development Loan F und. I want to make 
absolutely sure that the committee understands that in the time I 
am with the Development Loan Fund that will not take place. 

Mr. Passman. I am not getting through to vou. My question was 
this: Have you had any instances where you have received an appli- 

cation a stipulated amount of money, and in the judgment of the 

Board it was excessive, and you reduced the amount of the request 
and ney “We cannot make you this much of a loan, but we will 
make you a loan in a smaller amount’? Have you had any experience 
such as that? 

Mr. Branp. Yes. 

Mr. PassmMan. What was the reaction of the applicant? 

Mr. Brann. The applicant was perfectly satisfied. I will give you 
a case where it happened. An electrical concern in Spain made an 
application to us for something in the neighborhood of $6 million or 
$7 million. We considered the application. Our loan policy was 





cal 
all 


ol 


Vi 


WI 
de 


pr 





as 
li- 
he 
St 
ill 


ce 


Ou 
an 
or 


317 


that the proceeds must be used in the United States. They felt that 
about $3 million or $4 million of that should be purchased in Europe. 
We told them we were sorry, but if they would reduce the application 
we would give it further consideration. It worked out they finally 
bought everything in Europe without any financing from us. 

Mr. PassMan. I am speaking on the basis of the soundness of the 
loan. Have you ever reduced the loan when you felt that the countr y 
was asking for more money than the »V needed to build a certain projec t? 

Mr. Brann. We have had instances where after the preliminary 
application was received and the engineering demonstrated that less 
was needed to do the job, or the bids received demonstrated that less 
was necessary for the Job, we reduced.. 

May I point to an example, found on page 43 of the red book. It 
is the Matgalpa public utility loan in Nicaragua. That was one loan 
that was cut substantially after the application was made. 

It just happens that the loan adjacent to it in Honduras, an appli- 
cation for highway purposes, was also cut. I shall be happy to submit 
all the details for the record. 

Mr. PassMan. What was the reaction when you reduced the amount 
of the request of the government? 

Mr. Branp. I was not there. So far as I know, my associates tell 

there was no adverse reaction. 


INCREASES IN ORIGINAL LOAN APPLICATIONS 


Mr. PassMAn. Have vou had instances where you had to provide 
ore money than the original application specified? 

Mr. Branp. Oh, ves. 

Mir. Passman. That would create an obligation over and above the 
amount of appropriated funds; would it not? 

Mr. Branp. We would not grant it unless the appropriated funds 
were on hand at the time. 

Mr. PassMan. That would mean you had a reserve. What if vou 
have obligated vour funds, committed them, and then you find out 
It is going to cost $15 million more to complete the project for which 
vou had made the advances? Then, are vou not obligated to make 
an additional loan? 

Mr. Branp. We are not. Ordinarily—and I say this is not an 
exception—the borrowers all understand we have a requirement they 
finish and complete the project without 

Mr. PassmMan. Have vou financed any projects for which our loan 
was insufficient to complete the work? 

Mr. Brann. In the DLF I have no knowledge of any projects, 
where that has been done. I assume it is a matter that will develop 
in the DLF and will happen in the future. 


APPROVAL OF PROJECTS WITHOUT REVIEW AND EVALUATION OF 
SOUNDNESS 


Mr. PassMan. We shall go to page 37 of the Comptroller General’s 
report. It says there that on this basis the DLF approved 33 projects 
without a review and evaluation of their soundness. Also, the DLF 
deviated from its established practice of financing only self-contained 
projects and did not require that the selected project be capable of 
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completion with the funds furnished by the DLF. At a subsequent 
date they finally resolved their differences. How did we get ourselves 
in that predicament? 

Mr. Branp. | believe he is a great Comptroller General and a very 
efficient one. As the chairman has said, every once in a while men 
even of good purpose have disagreements. I disagree with the 
Comptroller General’s belief that we operate under a concept that 
we will limit our financing to projects only. We at times join in 
financing what we term to be programs. 

Now, the DLF took part in approximately 8 percent of the total 
Argentine financing and was a participant with the U.S. Treasury at 
$75 million, the International Monetary Fund at $75 million, the 
Export-Import Bank at $125 million, 10 prominent U.S. commercial 
banks, and 1 bank of Canada, the Roval Bank of Canada, and if we 
financed something that was not sound economically it would be the 
most amazing situation when all the others agreed that the financing 
was sound and appropriate and economically feasible. 

So I say that I disagree with the comment of the Comptroller Gen- 
eral in this, and IT have said so in my report to him. He did not 
apparently list this among other comments I have made on this 
report. 


DEVIATION FROM PRACTICE OF FINANCING ONLY SELF-CONTAINED 
PROJECTS 


Mr. Passman. Also that the DLF deviated from its established 
practice in financing only self-contained projects. 

Mr. Branp. That is a matter of disagreement too. I think we 
financed other than self-contained projects, but we have a desire to 
emphasize the financing of self-contained projects, but at times, both 
in the interest of economic progress of a country and in the interest 
of the United States, we finance what we call programs, such as a 
highway project which may or may not be self-contained; such as an 
importation of semifinished products into a country, such as our Indian 
loan of $20 million for semifinished steel products. I can give you 
some other examples, but I want to carefully state this type of finane- 
ing is an exception and is done only because of compelling reasons in 
our opinion and is not the general rule, nor the preference of DLF. 


APPLICATION FROM SOUTH KOREA FOR SUBWAY 


Mr. Passman. Have you received an application, or is one being 
considered, for Seoul, in South Korea. Government officials say that 
South Korea is expected to ask the DLF for $3,900,000 to help build 
Seoul’s first subway. The transportation minister says the total cost 
of the proposed subway would be almost $25 million. 

Have you received an application for a loan for that purpose? 

Mr. Branp. Not that I know of. 


NUMBER OF APPROVED LOANS SUBSEQUENTLY CANCELED 


Mr. Passman. Can you tell us how many loans you have approved 
and later canceled, or, in appropriations language, obligated and later 
deobligated? 
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Mr. Branp. If you mean have we obligated funds and later unob- 
ligated funds, yes, we have done that, “but the reason is not that 
we did not have appropriated funds on hand. That is the dis- 
tinction. 

LOANS REJECTED AFTER APPROVAL 


Mr. Passman. Did you, through haste, approve an application 
and later discover for reasons of your own, or policy, that you did 
not want to make the loan ? 

Mr. Brann. No, sir: we have not done that. In the instances that 
I am referring to, the word “obligation” trips me up because at the 
Export-Import Bank the Board of Directors’ action was an obligation, 
and here it is the signing of a loan agreement. We have never ‘signed 
a loan agreement and then unobligated the funds. 


LETTERS OF ADVICE 


Mr. Passman. I think in your operations you have something that 
has been referred to as a letter of advice. Do you still have a ‘letter 
of advice? 

Mr. Brann. Yes. 

Mr. Passman. Can you tell us the aggregate amount covered by 
the letters of advice ? 

Mr. Branp. The outstanding letters of advice would be shown on 
page 5 of the red book. 

Mr. Passman. What isthe amount? 

Mr. Brann. The figure is new $84,200,000. 

Mr. Passman. Letters of advice? 

Mr. Brann. Yes. 

Mr. Passman. And a letter is something that may or may not lead 
toa loan ? 

Mr. Branp. It generally will. 


INSTANCES WHERE LOANS DENIED AFTER LETTERS OF ADVICE 


Mr. Passman. Have you had any instances where letters of advice 
have gone out and you have not made a loan ? 

Mr. Branp. I was referring to two a moment ago. One was in 
Brazil for $300,000 and the other is this General Electric Espanola 
that I mentioned in Spain for $1,200,000. 

Mr. Passman. Do you consider a letter of advice a commitment 
or an obligation ? 

Mr. Brann. I personally do. 


REVIEW OF UNOBLIGATED BALANCES 


Mr. Passman. If you were to subtract the $84 million from the 
amount of unobligated funds it would follow that you will finish the 
end of this fiscal year with a very large unoblig: ited, or uncommitted, 
amount on which there are no letters of advice outstanding. 

Mr. Branp. I am awfully sorry, but I do not quite follow that. 

Mr. Passman. I will try again. You have letters of advice out- 
standing, and you use the figure of $84 million. 
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Mr. Branp. Yes. 


Mr. Passman. And you now have on hand unobligated funds in 
what amount ? 

Mr. Branp. Approximately $430 million in uncommitted funds, 

Mr. Passman. And if you substract the $84 million from the $430 
million that would be $350 million unobligated. 

Mr. Branp. That is why I cannot ‘follow you. The figure of 
$430 million stands. The S84 million in letters of advice will be 
counted against the $1,400,000, leaving $430 million uncommitted as 
of today. 

Mr. Passman. The letter of advice is entered as an obligation ? 

Mr. Brann. It is not entered as an obligation in the technical 
terms that you are using it. 

Mr. Passman. I am not meaning to use it in a technical sense, 
When you give us the unobligated balance, have you taken into ac- 
count the $84 million in the lette rs of advice ? 

Mr. Branp. We have. 

Mr. Passman. It simply means technically unobligated funds 
would amount to how much? You would have to add the two to- 
gether ? 

Mr. Brann. $84 million plus $430 million. The loan agreements 
have not been signed for the $84 million, but they will be signed be- 
fore June 30, so that may be eliminated. On June 30 we will not 
have on hand all of the unobligated funds that the chairman referred 
to. In addition, loans will be approved by the board of directors 
against approximately the entire $430 million, so uncommitted 
funds on hand as of June 30, in the best judgment that I could give 
you, will not be very substantial. 


DEOBLIGATIONS 


Mr. Passman. I believe that you stated earlier you knew of no in- 
stances where you had obligated the funds and at a subsequent date 
vou deob ligated or withdrew. T think that you did say there were 
two instances where you canceled a commitment. I am looking now 
at the statement concerning “Other Approvi als,” on page 42, and it 
appears that you have an item there of $3 million, whereas in the fol- 
lowing year you took it back. T believe that there are other instances. 

Mr. Branp. I just referred to the two that would approximate 
something like that. 

Mr. Passman. I thought that you referred to commitments and 
not obligations. 

Mr. Murpiy. That is right. These were commitments. 

Mr. Passman. You have it here— 

Mr. Murruy. These are loan approvals, not obligations. 

Mr. Branp. Maybe I can straighten myself out. 

Mr. Passman. There are going to be more than two. Here is an- 
other one for $12 million on page 45. Here is another one on page 46 
for $2,500,000. So it appears there are some $14 million or $16 mil- 
lion that you did commit or obligate and later deobligated. 
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POINT WHEN DLF LOANS ARE COMMITTED 


Mr. Brann. May I be as frank asI can? When the Board of Direc- 
tors of the DLF approve a loan, in all of our minds we have com- 
mitted a loan, but according to the Congress of the United States they 
want us to distinguish between obligations and loan approvals. I 
think that it is a small distinction, Our committed loans today 
amount to S967 million. You can add it, subtract it, divide it, and mul- 
tiply it and you will not come out to any other figure. And when we 
take a loan and we say it has been approved and then it is reduced, 
such as the Lebanon loan, we mean the Board has approved it but no 
loan agreement has been signed, so it is not obligated, 


HOW COMMITMENT IS REPORTED 


Mr. Passman. But you carry it as an obligation In submitting your 
figures to us 4 

Mr. Branp. No, sir. It is carried under the word “approval,” and 
we follow the section 1311 definition for obligations. 

Mr. Passman. In one place you carried it as a letter of commit- 
ment. 

Mr. Branp. I just merely made the observation that to me, as Man- 
aging Director, when we issue a letter of advice, 1 think we are com- 
mitted, but in the bookkeeping of the Government, they say you must 
wait until you get a loan agreement signed be fore you use the word 
“obligation.” You may use the word “approval,” you may res the 
word “commitment,” and every other word in the dictionary, but do 
not dare use the word “obligation” to indicate loan approvals. Why, 
Ido not know. I cannot make the distinction. 

Mr. Passman. I am trying to establish when, where, and how much 
you have put out in a letter of commitment and then when you have 
approved a loan you have canceled the loan. 

Mr. Branp. The record will not show that I am smiling 
here 

Mr. Passman. I think the record should indicate that you have 
been smiling. It might show that we are on a friendly basis. 

Mr. Taper. Off the record. 

(Discussion off the record. ) 


over 


DLF OBSERVANCE OF OBLIGATION PROCEDURES 


Mr. Passman. All Iam trying to find out is whether the DLF is fol- 
lowit io the procedures ot other bri ane ‘hes of the IC A agenc ie Ss. 

Mr Branp. Mr. Chairman, I want to make it very clear that the 
*S4+ million is included and not excluded from our commitment fig- 
ures. The figure we are giving you of $430 million does not have an 
additive uncommitted amount of $84 million. It is in the $967 mil- 
lion. I gave you, I thought, a division—$830 million for loan agree- 
ments that had been signed and the difference between $830 million 
and $967 million is made up of approved but unobligated loans. 
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COMMITMENTS CANCELED AFTER OBLIGATION 


Mr. Passman. That is right. What I was trying to find out was 
whether or not you canceled these commitments and to what extent 
you have canceled them after you have entered them as an obligation, 

Mr. Branp. We have never canceled one without the agreement of 
the parties. 

Mr. Passman. After the letter of commitment ? 

Mr. Branp. Without the agreement of the other parties and we 
would have the same right to do it, I think, with the agreement of the 
party after the loan agreement is signed. 

Mr. Passman. That is all that I am trying to establish, that you 
have had instances where you have had a letter of commitment, con- 
sidered as an obligation, and then you declined to go through with 
the loan and withdrew the letter of commitment. 

Mr. Branp. May I make an observation ? 

Mr. Passman. I only refer to it as an obligation because you indi- 

cate in your opinion it was an obligation. 

Mr. Brann. And it is counted as— 

Mr. Passman. As an obligation ? 

Mr. Branp. That is right, when the loan agreement is signed. 


COMPOSITION OF OBLIGATION FIGURES 


Mr. Murrny. May I interject? The accounting tables we have 
supplied the committee carry as obligations or estimated obligations, 


only loan agreements signed. They do not include any figures for | 


loan approvals or letters of advice. Those are included under a 
caption, “Loan Approvals.” 


CANCELED LOAN APPROVALS INCREASE UNOBLIGATING FUNDS 


Mr. Passman. That is what we are trying to discover. You have 
had loan approval agreements where you have at a subsequent date 
canceled them ? 

Mr. Murpeny. Loan approvals, not loan agreements. 

Mr. Passman. Which would increase the amount on hand for new 
obligations, or new approvals, or new letters of commitment? Am 
I correct there ? 

Mr. Mureny. Yes. 

Mr. Passman. That is exactly what I was trying to find out. 
Would you supply for the record the number of these instances and 
the amounts involved 2 

(The information requested appears on p. 323.) 


DLF METHOD OF ARRIVING AT UNOBLIGATED BALANCE 


Mr. Branp. In response to your observation off the record, Mr. 
Taber, once the Board of Directors has acted favorably upon a loan 
and the National Advisory Council has approved by advising it has 
no objection to the loan, the | ee are advised of that action by 
written letter. The management of the DLF feels that the DLF has 
an obligation to fulfill the offer in the letter. Now, this, as T under- 
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stand, is not recognized as an obligation under section 1311, and 
another step should be taken before an obligation is created ; and that 
is, the actual signing of the loan agreement. I think we are committed 
when we issue a letter of advice. Our Board thinks we are committed, 
and we act accordingly; therefore, we submit to the Congress the net. 
We take everything into consideration, every Board approval, and 
take it off of our appropriated funds and give you the net figure. 


DLF SHOULD FOLLOW PRESCRIBED GOVERNMENT ACCOUNTING PRACTICES 


Mr. Taser. The trouble with that is it makes it difficult to deter- 
mine how much of a reduction we might make on account of an unob- 
ligated balance. In making your report to the committee, you ought 
to follow the same prac tices they do in other departments and which 
the Comptroller recognizes as an obligation. 

Mr. Branp. The Comptroller General has never criticized this 
method of submitting this to the committee. He recommended we 
do it this way. 

Mr. Murruy. I think maybe the misunderstanding here is that the 
Comptroller General has not critized it because we have lived by 
the section 1311 definition in our accounting tables. The amounts we 
show as obligated and unobligated are loan agreements signed and 
the amount that has been appropriated for which loan agreements 
have not been signed. 

Mr. Passman. Do you know what all this is about? 

Mr. Murrny. Yes, I do. 


EFFECT OF DISAPPROVED COMMITMENTS ON BALANCES 


Mr. Passman. I want to find out, as you carry these loans approved 
as an obligation, if you have had instances where you later disap- 
proved and increased the amount of funds on hand. The way you 
are presenting it, I have to arrive at my own conclusions. 

Mr. Murpuy. Can I help a little further here? The facts of the 
matter are we have had no instances where an obligation under the 
definition contained in section 1311 has been canceled. We have had 
instances where some loans have been approved and they have not 
reached the obligation stage. 


NUMBER OF APPROVED LOANS WITHDRAWN 


Mr. Passman. Will you furnish us a list of loans which you have 
approved and later withdrew the commitment, including the coun- 
tries and amounts involved ? 

Mr. Branp. Yes. 

Mr. Passman. And will you state whether or not you have other 
approved applications in the category that you may withdraw ? 

Mr. Murpuy. Yes. 

(The information supplied follows :) 


ADJUSTMENTS IN AMOUNTS OF DLE Approved LOANS 


Through February 19, 1960, the DLF had a total of loans approved of $966.9 
Million, after taking into consideration downward adjustments in prior ap- 
provals amounting to $14.8 million. This latter amount represents funds ear- 








marked pending further submission of project data and funds committed that 
have not resulted in signed loan agreements, and represents only 1.5 percent of 
the total of current loan approvals. It is noted that the procedure of earmark- 
ing funds for worthwhile projects in advance of further data has not been 
utilized since fiscal year 1958. The adjustments in approved amounts consist 
of the following categories and items: 


1. Letter of advice issued and later canceled (8S 2, 200 000) 


In two instances loans were approved in fiscal year 1959 for which letters of 
advice were issued, and were later withdrawn at the request of the borrower: 

(a) Brazil: Anhumas-Pedrinhas resettlement, S300,000, 

(b) Spain: General Electrica Espanola, $1,200,000. 


2. Letter of advice issued, loan agreement signed at lesser amount 
In two instances loans were approved in fiscal vear 1959 and letters of advice 
issued, but the loan agreement was subsequently at a lesser amount. 


(a) Jordan, phosphate mines : 


Initially approved $2, 500, 000 
Loan agreement signed c 1. 500, 000 
Difference : i 1, 000, 000 


(b) Syria, worsted plant : 


Initially approved 1, 000, 000 
Loan agreement signed : TOO, 000 
Difference < aXe ‘ 300, 000 


3. Funds reserved and committed not resulting in loan agreements 


(a) In fiscal year 1958, a commitment was made to support development 
projects in Lebanon up to an amount of $12 million. During fiscal year 1959 this 
amount was reduced to $4 million. It is noted that during fiscal year 1959 the 
DLF approved loans in an amount of $5.5 million for Lebanon. 

(b) In fiscal year 1958 funds in an amount of $5.5 million were earmarked 
for a project in Pakistan and a project in Thailand, pending submission of fur- 
ther detailed information necessary to establish the loan. These funds were 
released in fiscal year 1959, as information was not provided. It is noted that 
the Board has discontinued the earlier practice of earmarking funds for worth- 
while projects requiring Submission of additional information. 

Mr. Anprews. As I understand it, Mr. Brand, from the time you 
first approve a loan vou consider it a commitment ? 

Mr. Branp. Yes. 


ISRAELI LOAN AGREEMENT 


Mr. Anprews. Now you do, I assume, add to the approval or take 
from it. For instance, on page 81 I see under “Israel” a signed loan 
agreement for $5 million and a letter of advice issued for an addi- 
tional $5 million. 

Mr. Branp. That does relate to what we are talking about. We 
made a loan to the Industrial Bank of Israel for $5 million and it was 
signed into a loan agreement. Then we made another loan for an 
additional $5 million, and at the time this report was printed that had 
only been covered by a letter of advice and the loan agreement had 
not been made, but the total approval is $10 million. 


LOAN REDUCTIONS INCREASE APPROPRIATED BALANCE 
In the instance the chairman is referring to, Mr. Andrews, and your 


observation is very correct, when we do have a reduction that is imme- 
diately added to the appropriated funds on hand. 
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Mr. Passman. I think you should make this clearer. There are 
hundreds of instances in the mutual security program where it would 
appear on the surface that they hastily obligated funds and then de- 
obligated these funds, which in effect increases the amount of money 
they would have available for new obligations in the current fiscal 
vear. Do you understand / 
~ Mr. Branp. Yes. 

Mr. Passman. That is the only thing I am trying to bring out. 
Tsay it isa question maybe of overambitious trying to do a great 
iob out there: but we do have many instances where we look upon 
these statements as being accurate, and we find out later that there 
are tens of millions of dollars which have been deobligated. 

I was walking around an airport in Beirut. I think that we had 
earmarked funds for the Syrian highway there. Well, they took that 
money and spent it on the airport. I do not think the ICA here in 
Washington knew that they had actually deobligated and reobli- 
gated. If we had not run into that we never would have known 
the difference. You are familiar with that one. I did a little in- 
specting. They had done the job of deobligating and reobligating 
so well that we did not even get it in the —— 

Mr. Branp. We have only decommitted a very minor portion and 
en at the request of the borrower. We are trying to give you all 
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NUMBER OF LENDING INSTITUTIONS TO WHICH THE UNITED STATES IS 
PRINCIPAL CONTRIBUTOR 


Mr. Passman. Mr. Director, what is the number of lending in- 
stitutions in which the United States is the principal source of capital 
that have funds available for loans to underdeveloped countries ¢ 

Mr. Brann. I assume that the chairman is speaking of the U.S. 
Government. 

Mr. Passman. Yes. I will repeat the question, Mr. Director: What 
is the number of lending institutions in which the United States is 
the principal source of capital that have funds available for loans to 
underdeveloped countries / 

Mr. Branp. There are only two, to my knowledge, the Export- 
Import Bank and the DLF. 

Mr. PAssman. How about the Inter-American Bank ? 

Mr. Branp. We have about a 40-percent interest. 

Mr. Taner. What about Public Law 480 7 

Mr. Branp. Well 

Mr. PassMan. Are we not the largest capital holders in the Inter 
American Bank ? 

Mr. BRAND. You said, as | unde rstood it. the Majority holders, 

Mr. Passman. I said the principal source. 

Mr. Branp. I was using the word principal in the connotation 
of the majority holder. In the World Bank we have 31 percent. 

Mr. Passman. Are we not the principal source of capital with 40 
percent in the Inter-American Bank ? 








UNITED STATES AND INTERNATIONAL AGENCIES ENGAGED IN 
OVERSEA FINANCIAL OPERATIONS 


Mr. Branp. I think in the context that you are now using it; that 
is correct. I have prepared a statement giving the details of United 
States and international agencies engaged in oversea financing oper- 
ations. It comprises a rather definitive discussion of the E xport- 
Import Bank, the DLF, the International Cooperation Adminis- 
tration, the International Bank, the International Finance C orpora- 
tion, and the Inter-American Development Bank. 

Added to this I believe that I should include the International 
Monetary Fund because it does engage in lending operations. 

I believe that Mr. Taber has a point that the Public Law 480 is 
somewhat of a lending operation, but confined not to a lending or- 
ganization in the international field such as these that I have men- 
tioned, and therefore is not included. 

With the Chairman’s permission I should like to submit this for the 
record. 

Mr. Passman. Without objection it will be inserted in the record. 

(The list referred to follows:) 


U.S. AND INTERNATIONAL AGENCIES ENGAGED IN OVERSEAS FINANCING OPERATIONS 
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Mr. Passman. Did you ever give me the number of instances, the 
institutions. You read them off. 

Mr. Branp. There are six, plus the International Monetary Fund, 
which is seven. 

Mr. Passman. I want to reconcile this with the record of yester- 
day. We put eight of them in the record yesterday. 

Mr. Mcrruy. When we were counting yesterday we put in the 
record eight, but I could only count seven. Mr. Dillon did say eight. 

Mr. Passaan. Is there any overlapping in these lending 
institutions ¢ 

Mr. Brann. There is the International Development Association, 
which has not quite yet been born. 

Mr. Passman. Let us leave that out if it has not been born and 
try to let the egg go bad on the nest. 


OVERLAPPING OF FUNCTIONS 


Would you say there is any overlapping in any of these 
organizations ¢ 

Mr. Brann. It is difficult to answer that question because when any 
two agencies are operating in an individual country there must be 
some overlapping. I have to answer the question in the affirmative. 

Mr. Passman. You are perfectly fair about it. Where there are 
two operating there would be overlapping. Where you have eight it 
is pretty certain there will be some overlapping ¢ 

Mr. Branp. Ithink so. Weare constantly at work to eliminate this 
tothe fullest extent possible. 

Mr. Passman. In what major areas of the world would the IADA 
finance loans to underdeveloped countries? You have letters of com- 
mitment, I understand, in some of the nations that this organization 
may cover. Would you be in a position to cancel those letters of 
commitment ¢ 

Mr. Brann. I do not think that I can speculate about the operations 
of an agency that is not in existence. 

Mr. PassMan, Speaking of the one in existence, did we not vote 

capital for this organization that we hatched out this year? 

Mr. Branp. The Inter-American De velopment Bank. Speaking 
in the context that I understand the Chairman is speaking, that over- 
lapping is a territorial or geographical overlapping and not on an 
individual basis— 

Mr. Passman. I think there are individual cases where the Export- 
Import Bank and the Development Loan Fund would be considering 
the applications at the same time. 

Mr. Brann. Certainly if they want to do it that is their preroga- 
tive and we do not go ahead with it. Certainly that is true. 





LOAN RISKS UNACCEPTABLE TO EXPORT-IMPORT BANK 


Mr. Passman. In a great many instances these loans are not sound 
enough for the Export-Import Bank to handle. Is that correct ? 

Mr. Branp. In the context that it may be a risk which the E xport- 
Import Bank feels it should not take within the law, that observation 
Is correct. 
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SINO-SOVIET BLOC ECONOMIC ASSISTANCE TO UNDERDEVELOPED COUNTRIES 


Mr. PassMAn. On page 3 of the justifications I note your statement 
that the Sino-Soviet bloc has extended sizable economic assistance 
to the less-developed countries, and on page 10 you mention that the 
bloc has provided $3.2 billion in grants and credits to 19 countries, 
Would you expand your remarks on this point and supply a list of 
the 19 countries and the amount of aid provided to each country by 
the bloc? 

Mr. Brann. Yes. 

(The information follows :) 


CREDITS AND GRANTS EXTENDED BY THE SINO-SovIET BLoc TO UNDERDEVELOPED 
COUNTRIES OF THE FREE WORLD 


The Sino-Soviet bloc began its economic offensive in the free world less devel- 
oped countries in 1954, but sizable credit agreements were not concluded until 
1955. By the end of 1959, the bloc had signed agreements with 19 less developed 
countries to provide $3.2 billion in credits and grants for economic and military 
aid. The U.S.S.R. has been in the forefront of the offensive with $2.35 billion: 
the European satellites have extended $740 million; and Communist China has 
agreed to provide about $140 million. Drawings under these said agreements 
will in many cases extend over a number of years. At the end of 1959 about 
$1.3 billion in bloc aid had actually been delivered, much of it in the military field. 


Sino-Soviet bloc credits and grants extended to less developed « 


world 1 Jan. - 195 I to Dec. ol, 1959 
{In millior fU.Ss 
Area a ( ] I N 

AO Aa gS 234 9 454 78 
M e | ONION Sh SE 31 704 1, O88 17 
Afghanistan 38 

Ethiopa 1 11 
NN Sik arate inh caadedyteutins 4 1 
Iran. Se ae a a ES f ( 
nO 138 19 
Turkey__.- 17 0 

United Arab Reput 

a ed f 8 315 
UN it ATS See Sd 177 128 
ae ee ee 60 13 17 
South and Southeast Asia eivnted 1, 308 1,14 163 
eer Ps hs Nr Ne 1 0 
Cambodia 0 
RRR ie aa CaN wing nda s a cietecan aeenenitmaieaee 8 8 ( 
Indi - rae ny 
Indone i j iS 163 
Nep Sn ee ) ) 0 
I ope Re ae Ree eee eee ta a 11 11 0 
Iceland 5 
WUROUBVIR =. <oesewccene 111 1 ( 
NN ON ce A a a ee puieaigmn aa Rice 10 0 
so nce 104 104 0 
A Eee Ie oS ocean Sia 2 2 0 





| Because of rounding, figures may not add to totals : 

2 Total aid by years is as follows: 1954, $11,000,000; 1955, $349,000,000, 1956, $671,000,000, 1957, $280,000; 1958, 
$1,003; 1959, $921,000,000. 

3 Includes emergency food grant of some $3,000,000 to Pakistan. 


Mr. Passman. I believe I am correct when I state that Mr. Dillon 
indicated yesterday for the record that as far as he knew, with few 
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exceptions, the economic assistance extended by the Sino-Soviet bloc 
was in the form of a loan, and I think he said one exception was a 
grant which I believe was to Afghanistan. Is that correct 
~ Mr. Murpny. Yes. 
Mr. Anprews. Mr. Chairman, may I ask a question at this point ? 
Mr. Passman. Yes, Mr. Andrews. 


BORROWING FROM ONE AGENCY TO PAY ANOTHER 


Mr. ANDREWS. Woutd it be possible for a debtor to borrow money 
from one lending agency to pay another lending agency / 

Mr. Branp. I do not , think so. We lend specific: ally for projects 
and everything is paid out on an invoice basis so that we see what the 
material or service is that they purchase before we put out the money. 
So that could not happen in our area. 

Mr. Anprews. That is a very popular practice among private in- 
dividuals. They will borrow from the American Bank to pay a loan 
at the First National Bank. 

Mr. Branp. But in those instances they are not required to submit 
the documents to support the loan such as bills of lading and other 
pertinent documents. 


INCREASED APPROPRIATION TO ENCOURAGE LARGER CONTRIBUTIONS 
Mr, PassmMan. On page 5 you state that you need an appropriation 
higher than the $550 million appropriated in 1960 to encourage greater 
contributions by other developed countries. How would that 
courage them ? 

Mr. Brann. The United States has oe the position of leader- 
ship throughout the world for many years. I do not think we can 
give the countries abroad very much encouragement i saying, “We 
will do less and you do more.” I think if they go forward in their 
activity we must expect to go forward in ours. 

In our appraisal of the situation we believe something ae a 20- 
percent increase this year over the appropriated funds last year is a 
modest encouragement to these countries. 

Mr. Passman. W hy do the xy need encour: agement / Some of these 
countries were civilized and enjoying a high standard of living and 
a high level of economy before we came into existence. Why, after 
we have been so generous for so long, should you need a higher ap- 
propriation “to encourage greater contributions by ante developed 
countries’? Do you mean those people do not appreciate the fact it 
is to their best interest to go forward ¢ 

Mr. Branp. I wish I could be an expert on all matters, and this is 
a broad matter. First, the industrialzed so of Europe, as I under- 
stand history, through many centuries has been wont to extend its 
larder in the parts of the world in which they have a coloni: al interest. 

Secondly, we have been a little bit on the hs of financing their 
exports and they got used to it and they like it. They have to have 
encouragement. to do things we must desist ues doing such as finan- 
cing some of their exports. 

Mr. Passman. As I understand this, it almost says on page 5 that 
you need the increased amount so as to encourage them to make greater 
contributions to increase their economic growth. If it will take all 


en- 





the money to encourage them to protect their own interests, I am 
afraid I cannot comprehend it. And if it is needed, I do not see 
W here $150 million would do much encouragement. 

Mr. Branp. Our intention was to point that out as only one of the 
reasons we were seeking the increase, and not the sole reason. That 
is only one of the reasons, and 7 look at it as not the most Important 
reason. 

Mr. Passman. I should like to know the most Important reason, 
These justifications are the only things we can go by. If vou put the 
less Important reasons in the justifications our imagination will not 
support an increase. 


PRIMARY REASON FOR INCREASE IN LOAN 


Mr. Branp. The most important reason is that countries in which the 
United States has an inte ial are moving to a point where an increase 
In what we urge publicly we are in a position to support, namely, 
sound projects from these countries in the furtherance of their eco- 
nomic progress will encourage them in carrying out sensible eco- 
nomic programs that are in our interest. I think that is the primary 
purpose, 

Another purpose Way be an encouragement to other countries to 
take a part. That is the reason for the other lending agencies. 

Mr. Passman. It seems to me that would justify a decrease, and 
not an increase. It looks as if we are trying to hook the ox up with 
his head to the driver’s seat. Could we not use diplomacy to encour- 
age them, rather than the American taxpavers’ dollars ¢ 


EFFECTIVE USE OF CAPITAL REQUIRES SKILLS 


I note on page 11 of vour statement that: 

Additional capital will not itself resolve the problem—speaking of economic 
growth. Effective use of capital requires technical and management skill which 
most of the countries do not have to the extent called for by their economic 
aspirations. Shortages of available skills impose a principal limitation on the 
amount of capital which can be efficiently put to work. 

Is one of those working against the other? 

Mr. Brann. No; Ido not think so. I tried my best to cover that this 
morning and again early this afternoon. We feel very firmly we must 
insist that the meneeae enterprise be brought into full partnership 
not only with us but with other agencies in this field. We do not 
think money 7 a cure-all for all things. That is what we meant by 
that. 

Mr. Passman. You would not take offense if I said the great major- 
ity of the American people think that is what we have been doing, 
using our money to try to influence people and get people on our side. 
You are talking in terms of some $90 billion in the past few years. If 
this is one of the minor things we have been using to influence people, 
I do not know what the major ones would be. 


TECHNICAL SKILLS SUPPLIED BY OTHER DEVELOPED NATIONS 


What about the technical and management skills in some of these 
advanced countries / I want to know about the other countries, too, 
because we are expecting them to make contributions. How far 
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have they advanced since the prewar days? We do know there has 
been a lot ot progress made in Europe. In many Cases the Russians 
strip ped the nations of their modern machinery and they have re- 
placed that machinery with more modern machinery, in some 
stances, than we have. Are some of those countries supplying tec! 
nical and management skills in other parts of the world ¢ 

Mr. Branp. To some extent; yes. But even in Great Britain, the 
entire steel industry is a nationalized industry and I do not think 
vetting the machinery or technical skills from that group is in sup- 
port of our free enterprise objective. I would rather have it come 
from our side. 

Mr. Passman. The U.N. people will disagree with you, I am afraid. 

Mr. Branp. Iam afraid some of them will disagree and others may 
have better judgment than I have on it. 


EFFECT OF SECTION 105 OF THE APPROPRIATION ACT ON DLF OPERATIONS 


Mr. Passman. Mr. Director, what has been the effect of section 103 

f the Appropriation Act on your operations / 

Mr. Branp. We have, I believe, five different loans in which this 
section would apply, and the effect has been that we have made ex- 

austive studies in order to determine that the benefit can be recon- 
ciled with the cost. In other words, there must be more benefits than 
the cost of the enterprise. 

It takes considerable work, but we find no fault with the require- 
ment in any way. We think it is good business. It would have been 
our conception to make this judgment but perhaps not according to 
the same procedure as prescribed, I think it is perfectly sound. 

Mr. Passman. You think this section is all right ? 

Mr. Brann. Yes. 

Mr. Passman. We should not ask your agency to cite too many 
cases, but will vou take five specific cases 

Mr. Branp. There are only five, Mr. Chairman. 


PROCEDURE FOLLOWED IN ESTABLISHING COST-TO-BENEFIT RATIO 


Mr. Passman. Let us take the five and detail for us the procedure 
that vou followed in establishing a cost-to-benefit ratio favorable to a 
loan. 

Mr. Branp. There are only five to my recollection before the sec- 
tion was adopted, but I have in mind the latest one which we are still 
in the process of considering. I will detail specifically what the chair- 
man has asked for. 

Mr. Passman. Please give us the information you have on the five. 
Let us know just what you propose to do, what agency and personnel 
you are using, whether the Corps of Engineers of the Army or 
maybe engineers of the Navy. Give us as comprehensive a report 
as you can on the five. 


LOAN TO MOROCCO UNDER SECTION 103 


Mr. Branp. My memory has been refreshed and I find that since 
enactment of section 103 the Development Loan Fund has made only 
one loan of the type to which this section is applicable. So there 
Will be just one case. We can give the details on that, 
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Mr. Passman. Can you state what country that was? 
Mr. Branp. Morocco. 


1! 
Mr. Passman. And in what amount ? 
Mr. Branp. $23 million. 
Mr. Passman. What was the benefit-cost ratio ? 
Mr. Branp. 1.1 to 1, I believe, if my memory serves me. 
Mr. Passman. Whoestablished that ratio ? 
Mr. Branp. In our opinion, able engineers. Our own engineers at 
the Development Loan Fund plus a consulting engineer were used 
and we checked our ap yproach with the Bureau of Reclamation 
Mr. Passman. There is nothing classified about that report, is 
there ? ( 
Mr. Brann. No. sir. ( 
Mr. Passman. Will you bring it down so that members of the 
committee m: LV study it? 
Mr. Brann. That report and any re port we have. 
Mr. Passman. We should like to receive that particular one, when 
it was initiated and what they took into account, so that we shall 
know whether it meets the criteria the Coneress intended. Will vou 
make that available to us? 
Mr. Branp. Yes. 
Mr. Passman. Thank you. 
RECEIPTS FROM OPERATIONS 
Mr. Passman. I note from the table on page 32 that you are an- ' 


ticipating receipts from operations in the amount “of $15.7 million i 
fiscal year 1960, This is in addition to $900,000 received in fiscal year 
1959. Is that correct ? 

Mr. Branp. Yes, sit 

Mr. Passman. Of the $15.7 million, how much is in U.S 
how much is in local currencies 4 

Mr. Brann. I will have to refer to another table to give you that in- 
formation. The table is found on page 108 of the red book. The 
foreign currency component, consisting of prince Ipal, 36.7 million, in- 
terest, S5.: 3 million, and subtr: icting from the $15.7 million it le 
proximately 4 million in dollars. 

Mr. Passman. And approximately $12 million in local currencies! 

Mr. Brann. Yes. 

Mr. Passman. How much do you anticipate you will receive 11 
ceipts in fiscal 1961? 

Mr. Branp. In 1961, we are estimating in principal repayments in | 
total $17.2 million, in interest, $20.5 million, and in fees and guaran- 
tees, $300,000, totaling $38 million, both dollars and local currency. 
Dividing that, in local currency we would have in repayments $12. 
and $13.7 million in interest, or a total of $26 million. So the difference 
would be 12 million in dollars. 

Mr. Passman. And $26 million in foreign currencies? 

Mr. Branp. Yes. 

Mr. Passman. You anticipate having $54.6 million in total receipts 
in fiseal 1961 for lending to underdeveloped countries, and this sum 
will be in addition to whatever amount the Congress appropriates to 
the Fund for fiscal year 1961 operations. Is that correct ? 
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Mr. Brann. That is the cumulative figure for all years, not just 
1961. 
TOTAL FUND AVAILABILITY 


Mr. PassmMan. How much will you have available for 1961? 

Mr. Brann. I believe I read the figures totaling $38 million. 

Mr. Passman. You will have that in addition to any new appropria- 
tion, in addition to any ee. funds you have ¢ 

Mr. Brann. That is correct, Mr. Chairman. 

Mr. Mureny. That is right; it w il be in addition. 

Mr. PassMaAn. So in considering the new request, we would take into 
consideration you would have this amount you could immediately re- 
obligate or lend ? 

Mr. Branp. Yes. 

Mr. Passman. The cumulative amount is $54.6 million? 

Mr. Branp. Yes. 

Mr. Passman. You will have that amount available ? 

Mr. Murrny. No. Some of it will have been used by June 30. 

Mr. PassmMan. How much ? 

Mr. Mureny. $4 million. So we will have $51 million. Our esti- 
mate is by the end of this vear we will have collected $17 million of 
which we will have used $4 million, leaving $13 million. In addition 
we will collect $38 million in fiscal year 1961, part of which is in local 
currency and part in dollars. 

Mr. ot Part in loeal currency, but it could be reloaned 
the same country / 


Mir. Murreny. Yes. 
TOTAL REPAYMENTS LIMITING FACTOR IN GRANTING NEW LOANS 


Mr. Passman. Since loans are made to underdeveloped countries 
that do not have adequate resources to finance their own economic 
development projects, will not the cumulative total of the repayments 
to be made on loans already granted be a limiting factor in the grant- 


ing of ad litional loans to these underdeve ‘loped countries ? 
Mr. Branp. Yes, siz 


ANNUAL PRINCIPAL AND INTEREST PAYMENTS ON INDIAN LOANS 


Mr. Passman. What is the present amount that India, for example, 
will be required to repay annually on the Development Loan Fund 
loans that have been approved to date? 

Mr. Branp. I think it would be a very small amount because the 
loans to India are just getting underway. The time of repayment 
stems from the time of disbursement and not from the time the loans 


are made. 


Mr. Passman. I understand that. 
Mr. Branp. I will make the calculation and supply it for the record. 
(The information follows:) 
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TOTAL INDIA REPAYMENT ON LOANS V 
Mr. Passman. Do you have any idea as to the total repayments that |” 
India hs as to make annually for her borrowed funds? 
Mr. Branp. I will have to supply that for the record, Mr. irman. 
(The information follows:) 
Do rs 1 1 ling M fo f 
Pa } | 
I vea eigi ‘ | 
1961 161.60 11. 
1962 > 47 14 | 
1963 44 5 LS6, 4 
1964 1 24 6 
106, Lit 2 12 { 
1LO6t l 118 
} 1 
Based on liabilities (net) outstanding (amount disbursed !ess repayments) as of Jar 


principal md interest 
For period January-March 1960 only. 


LOCAL CURRENCIES AVAILABLE FOR LENDING 


Mr. Passman. I note on page 16 that the DLF has been eligible 
since July of 1959 to utilize local currencies arising out of the proceeds 
of sales conducted under Publie Law 480. 

What is your anticipation as to the amount of local currencies that | 
will be made available annu ally to you for lending purposes? 

Mr. Branp. Mr. Chairman, that matter is under study at the pres- | 
ent time as to how the local currencies may be used by the v: iat 
agencies. We are working in very close harmony with the Export- 
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Import Bank as well as the International Cooperation Administra- 
tion, under the guidance of Mr. Murphy, and with the Agriculture 
Department and others Who are interested in this particular question. 
It is one of the most serious questions that we are considering. 

I might tell you that last week the Finance Minister of Pakistan 
was here. The U.S. Government does have a considerable quantity of 
Pakistani funds on hand, although the DILLF does not have a consider- 
able amount: our total is less than $1 million in all currencies. But 
the Finance Minister of Pakistan and I agreed I would designate a 
croup of DLF officials and he would designate a group of experts and 
we would start to work on what the local currencies might be used for 
to the mutual interests of Pakistan and the United States. 

We have a big proble min their use at the present time. One of the 
purposes of the U.S. loans has been to meet foreign exchange require- 
ments of the foreign countries, That is always a limiting factor for 
the use of loeal currencies. 


SUSPEND ADDITIONAL CAPITAL FOR DLF PENDING DECISION ON USE OF 
LOCAL CURRENCIES 


Mr. Passman. Would you agree that it might be better to wait 
until this study has been completed and a decision arrived at before 
we authorize any additional capital for the Development Loan Fund ¢ 

Mr. Brann. It may be, Mr. Chairman, but I do not think we can 
work on the pushbutton basis that you wait for something before 
you move, 

Mr. Passman. What if we increase the capital of the Development 
Loan Fund and then find we are in error’ Do you not think a few 
(li ays * del: ay would be appropri: ite? 

Mr. Branp. I tried to point out that today in our operations the 
foreign exchange requirement is not going to decrease very quickly, 
but there are countries, such as Argentina, where the local currence Vv 
to meet labor costs is more important than dollar loans. It is a big 
problem and a few days or a few weeks or months will not solve it, 
inmy opinion. It will take a very careful effort extending over a long 
period of time. 


ANTICIPATED TOTAL CAPITALIZATION OF DLF 


Mr. PassmAn. If Congress should approve the request to increase 
the capital fund of the Development Loan Fund, what would be the 
total capitalization ¢ 

Mr. Branp. $2.1 billion. 

Mr. PAsSsMAN. After vou have once accepted the local currencies, 
that provides a kind of a revolving fund; does it not 

Mr. Branp. It can work that way. 

Mr. Passman. Is that not one of the purposes, to help them de- 
velop their own economy by use of the revolving fund ¢ Would 
not be to the interest of those people and to our own Government to 
try to reach a decision at the quickest possible date and put these local 
currencies to use ? 

Mr. Branp. I think there is no doubt of that. That is the basis 
of the understanding I have with the Finance Minister of Pakistan, 
and he is a very respected financial man. He served as a director of 


the World Bank. 
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EXPANDED OPERATIONS IN SELECTED COUNTRIES 


Mr. Passman. On page 35 I note that your program calls for “con- 
siderab ly expill iled operations in selec ‘ted countries.” 

What are these selected countries and what is your best estimate as 
to the amount of funds required for them / 

Mr. Branp. The countries, as I have stated before, are Taiwan. 
Pakistan, and India. The amount that our best estimate would ap- 
proach is, of course, limited by the amount of the ap propriations of the 
Congress. We are thinking in the neighborhood of an incre: 
$150 million. 

That is on a worldwide basis. The ploU million is an increase on 
a worldwide basis. 

Mr. Passman. You are talking about the total increase / 

Mr. Branp. Yes, su. We have not reached any judgment as we 
do not allocate funds in advance. We have not reached any judg- 
ment pertaining to these three countries. ii, 


ise Ol 


NATIONS SELECTED FOR EXPANDED OPERATIONS 


Mr. Passman. You understand, of course, I asked that question 
because again we go back to the justifications and we pick up that 
langu: age, “They also call for considerab ly oe Operations 1 
selected countries where economic returns in the near future are poten- 
tially the greatest and for growing support of es U.S. capital 
in its efforts to join in development abroad.” 

We should like to know the identities of those selected countries. 

Mr. bBranp. Those selected countries are Pakistan, India, and Tai- 
wan. I thought the chairman was asking the question as to the empha- 
sis that we are placing most predominantly and I say South Asia and 
the country of Taiwan. There are others we give emphasis to, such as 
Turkey, Korea, and Haiti. But the countries referred to in my origi- 
nal statement are the three I specifically mentioned. 


AID PROVIDED IN EXCESS OF AMOUNT THAT CAN BE PROPERLY UTILIZED 


Mr. PassMan. Would it appear that in some of those countries you 
mentioned they may already have more money than they can possibly 
utilize? Some of them are actually building plants that are not being 
utilized. We may check into Korea, and Taiwan. I believe that asa 
good businessman and banker, you may concur that we are actually 
giving those people more dollar aid than they can utilize. We are 
just taking them too fast. 

Have you been out there / 

Mr. Branp. Yes, sir. 

Mr. Passman. Do you think there is any foundation for my state- 
ment that we may be taking them too fast, that we are asking them 
to utilize more dollars than they can possibly utilize effectively / 

Mr. Branp. If I did, Mr. Chairman, my recommendation would no! 
be to increase the amount of loans in those countries so I must say with 
deep respect to you, Mr. Chairman, that I must disagree. I do not 
think that we are furnishing more capital to these countries than they 
can utilize within the time that we visualize being in participation 
with them in the construction of the development projects because of 


the fact that it takes many years in some cases to build some of the 
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development projects that we are undertaking, such as a large multi- 
purpose dam, a steel plant, and other fac ilities of that type. Four or 
five vears may go by. 

I do think, however, the Chairman has made a valid observation, 
that In some countries it seems difficult to explain the fact that they 
do not utilize all the credit that is available under a line of credit ar- 
rangement. I have in mind the Philippines. That’ comes to my 
mind, that a line of credit there was not fully utilized, but the reason 
is that they have not come to us with the projects which we feel are 
justified for our consideration, based on the merit of the projects. 

As T have said, and I want to again make it very clear the line of 
credit is not a loan and it is not a matter of an obligation at all to 
the country involved until they submit the project and it is approved, 

y at times it may give you a feeling that they h: ave more money than 
they can use but in some countries the Chairman's observation is ver y 
factual. JT agree with him. 


RESULTS OF OVERLENDING IN KOREA AND TAIWAN 


Mr. Passman. I hope we will be able to establish for the record, 
ind have your concurrence, that for two of the countries I named, 
Korea and Taiwan, we are actually taking them too fast. You are 
familiar, of course, with the Defense Support part of the mutual se- 
curity program, through which assistance is given to them as economic 
aid, to be spent on just about everything they want to spend it—rail- 
roads, highways, water tanks, reclamation, and flood control projects. 
Please have a look at those charts because I mentioned earlier today, 
and I hope that this will possibly reach an attentive and sympathetic 
ear, that they do have more money already than they can use out of 
other programs. And have a look at this table, made up by our 
people in T aiwan, showing the list of projec ts that the sy have under- 
way. It is fantastic. They list the percentage of completion, the 
number of years it will t ake to complete the projects, and the number 
of projects which they hastily obligated that they had to deobligate. 

I invite you to study that table. You are an American taxpayer, 
justas Tam. Let me have, if you will, your opinion as to whether or 
not, you think there are grounds for my statement that some of those 
people, especially those two countries, we are forcing them—not 
forcing them by guns, of course, but by a little encouragement and 
persuasion—to accept more money than they can prudently utilize. 
That chart will be submtted to you as soon as the cieeuines brings it 
back 

Mr. Brann. We will give that careful consideration and I will give 
you my opinion. 

Mr. Passman. Thank you. 


SUMMARY OF LOAN AGREEMENT AND COMMITMENTS 


In connection with your list of approved loans, would you submit 
for the record at this point a list of all of your loans, and also pro- 
vide the same type of information that you did last year, at page 
1086 of the hearings? 

Mr. Murpny. Yes, sir. 

(The information to be supplied follows :) 
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Mr. Branp. We have appended in the red book all the list of loans, 

Mr. Passman. I do not believe that is the data we want. If one 
of your very able assistants would refer to page 1086 of the hear- 
ings last year, all you have to do is correct the figures and add the 
additional loans. It will then be just as We want it. At least it will | 
be where I can understand it. 

Mr. Brann. We will not only do it this time, but next year we will | 
see those figures are submitted the way you want them. 

Mr. Passman. There is no complaint. 


COMMENT ON “OTHER” AND “APPROVALS” IN AFRICA 


Would you comment briefly on these items under the various areas 
entitled “Other” and “Approvals in Africa’? It amounts to 
$10,700,000 approved but not obligated. In the Far East that item 
is S17 million and in south Asia it amounts to $4,500,000. 

Mr. Brann. One is a railroad loan, Mr. Chairman, and the matter 
stands this way: That after the loan has been approved by the Board 
of Directors, after it had been approved by the Board of Directors, 
we came into a period based on the new policy of U.S. procurement 
that needed discussion with the officials of the other roverhment and 
the matter has not vet been resolved. In other words, the loan that 
they want—they want to use the proceeds of the loan for procure- 
ment other than in the United States and we are aa that, 
There may be several others in this category that were approved, then 
the new policy went into effect and the loan agreement Is vet to be 
executed. 

Mr. PassMAn. We expect some of those to be disapprove “lL / 

Mr. Branp. No, sir. They may be withdrawn by the applicant, 
but they won't be disapproved in the sense I think the chairman is | 
using it. 

We do not disapprove on a unilateral basis, in other words, after | 
we have given a letter of advice. 

Mr. Passman. In Louisiana language, do you think that vou may 
not have to draw a check to earry out the imtent of the letter of 
commitment 4 

Mr. Brann. Mr. Chairman, it is hard for me to give a judgment on 
that. I think the judgment is that we are obligated and we will go 
ahead, but there may be some, not purchased in the United States, and 
we will ask them to look to the other nations to furnish the financing. 
I think it will not bea major problem ora major amount. 


TAIWAN RAILWAY SYSTEM LOAN 


Mr. Passman. Would you like to comment on the $17 million item! 
That is on page 42 of the red book. 

Mr. Branp. The $17 million constitutes in part a loan to Taiwan 
railway system of $5 million, which had been approved by the Board | 
of Directors but had not been approved by the N: itional Advisory 
Council at the time that this particular document was drafted. 
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CHINA DEVELOPMENT CORPORATION LOAN 


Mr. Passman. What is the status of the $5 million at this time? 

Mr. Branp. It has been approved by the National Advisory Coun- 
ciland a letter of advice has been given. 

Mr. Passman. Now, the $12 million / 

Mr. Branp. There is a loan of $10 million to the China Develop- 
ment Corp., which was in the process similarly of the other joan, an- 
other to Korea, to a private firm in the amount of, I think, $1.7 million, 
known as Tee Pan, which is a private organization which will build 
meee for construction of buildings and is in cooperation with a 


U.S. firm. The loan agreement was signed just a few days ago at a 
eremony in Columbus, Ohio, attended by the officials of the company 
and the Korean Ambassador and officials of the DLF. I believe it is 


within S200,000 or $300,000 of the $17 million. 

Mr. Passman. You said the “ceremony.” By that you mean the 
signing of the agreement ¢ 

Mr. Branp. I think I used the word “ceremony”— 

Mr. Passman. I thought you put on a show for them or something. 
[did not quite get it. 

Mr. Brann. We had a press conference and we tried to make some- 
thing out of it. We thought this was something of importance. 

Mr. Passman. I certainly agree with you. You are doing some- 
thing. Let us get back to the $10 million. We got by that so quickly 
I did not understand to whom you said you made that loan. 

Mr. Branp. That was the China Development Corp., a develop- 
ment bank. 

Mr. Passman. Whoare they / 

Mr. Branp. That is a banking organization in China that has just 
been originated in the last several months for the purpose of making 
loans to the private sector, private industry in China. I will be glad 
to give you a written report of a group, including myself, that just 
visited this organization and we find that the board of directors con- 
sists of men e xperienced i in this field, that the chairman, particularly, 
isa Chinese banker of note and with a very fine reputation. They 
have a staff organized which we feel is a qualified staff and they make 
loans, but they must be approved by us if their loans are in excess 
of $100,000, before the loans are eligible for any disbursement what- 
soever. 

Mr. Passman. That is pretty big money for a small country like 
that. You are setting up a $10 million organization. Let me say 
that so far as Nationalist China is concerned I am pro-Chinese. They 
can teach all those things about trading, about finance. We are 
neophytes compared to the Chinese. My hat is off to them. Where 
did this originate? This is something that could spread far and 
wide. Here is a little island where we are setting up in addition to 
all the other institutions they have for making loans a $10 million 
banking institution that could disburse all of its funds as long as 
it is $100,000 or under to the thousands of small businesses through- 
out China. Am I stating that correctly? What I would like to know 
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by whose suggestion did this $10 million organization come into 
being ? 

Mr. Branp. Mr. Chairman, in the first place, there is no other 
organization in all of this island of China that makes loans of this 
character. 

Mr. PassmMan. You misunderstood me. I am talking about this, 
You do have banks in Taiwan. 

Mr. Branp. But they make no loans of development nature extend. 
ing over a period ‘ years, not a one. This is the only one. This 
is ‘something new. I do not know where the suggestion emanated 
from. I believe that, having done this over a per iod of several years, 
both at the Export-Import Bank and the World Bank, this has been 
going on for at least 12 years to my knowledge, that it did not take 
any suggestion by an officer of the American Government to bring 
this into birth. 

Mr. Passman. I wanted to know where this idea originated. This 
is something that could spread far and wide. 

Mr. Brann. As far as I know, the idea emanated from the Chinese. 

Mr. Passman. They are good bankers and they can outtrade me. 
Every time I go over there they do, and more power to them. 

You made them a loan of $10 million ? 

Mr. Branp. Yes. 


LOAN APPLICATIONS UNDER $100,000 


Mr. Passman. Now, borrowers may make applications for $100,000 
and under. Then the president or the board of directors of this 
Chinese organization can make that loan without the approval or con- 
currence of our personnel ? 

Mr. Brann. Let me explain the details, Mr. Chairman. 

Mr. Passman. I want to hear the detail, but am I correct in that 
assumption ? 

Mr. Branp. That is not entirely correct. 

Mr. Passman. All right. 


CRITERIA FOR LENDING 


Mr. Branp. May I also add that the way this did come out, I am 
now informed, is that the Chinese made a request to the World 
Bank to send a group out to study this plan and the World Bank did 
so send a mission to China and recommended the formation of this 
Industrial Bank. The way this works is that we have a loan agreement 
that sets out various criteria of lending. Among the criteria are 
selected industries in which this Industrial Bank may operate in mak- 
ing loans of the funds that they derive from the Development Loan 
Fund. Periodically, generally on a monthly basis, they report to us 
the exact circumstances of every loan they make under $100,000 
and before they make a loan of over $100,000 or a cumulative amount 


of $100,000 to an individual borrower, they must have our prior 


approval. 
Mr. Passman. That I understand. 
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NO PRIOR APPROVAL FOR LOANS UNDER $100,000 


You made that abundantly clear. Did you state earlier that they 
could make a loan of $100,000 and under without the approval / 

Mr. Brann. If they make it to an industry that DLF has agreed to. 

Mr. Passman. You do not deal with individuals or names, just so 
it is an approved industry. A man could be canning sweet potatoes. 
We have to approve the industry / 

Mr. Branp. The industries are in category of selectivity. In other 
words, the industry must add to the economic growth of the country, 
either by saving or increasing foreign exchange or otherwise. 

Mr. Passman. If you had approved of the industry, then this 
Bank may make loans to individuals within that industry—manu- 
facturing, whether it be canning, machinery. If the industry has 
been approved, it does not mean names in industry, because there 
may be 50 in the same approved industry who would be eligible for 
a loan ? 

Mr. Brann. You are exactly right. 

Mr. Passman. That is what I was trying to clear up. 


INCREASE IN CAPITALIZATION 


What would you do if we approved a list of them and we found 
out that the $10 million had been expended? Then you had, we 
shall say, several hundred applications from an approved industry. 
Would you increase the capitalization? Would they be eligible then 
to petition for a new loan? 

Mr, Brann. We have increased the capitalization of some banks. 
As an example, in Pakistan, the loaning organization known as 
PICIC, we did this 2 months ago when they proved they had made 
good loans based on sound judgment and had handled the money 
properly, and for the purposes that the loan was made, we then in- 
creased the loan. 

PROBLEMS IF U.S. AID SUSPENDED 


. Passman. If our money would run out and you still had these 
ap ae, ations coming in from all chil the world, and the American 
economy could no longer st: and such a drain, yet you had set up all 
these organizations in these 57 nations that are known as underdevel- 
oped countries, and you had applications for which we could no 
longer deliver, what predicament would we be in then? 

Mr, Branp. We would be in none because we do not approach the 
problem such as suggested. In other words, they know that $10 
million, if we loan it, is the limit. There is no implication there is 
more, no matter what applications they have. 

Mr. PassmMan. We have approved more. You mentioned a country 
where they ran out of money and we approved more. 

Mr. Branp. We have done it in response to a specific application 
but our approval of one application does not commit us to more than 
that application. 

Mr. Passman. Would it not follow that we have been nice to get 
along with, we have made this loan and have been congenial? They 
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ran out of money and asked for a new loan. o with the country you 
mentioned, it would follow we would consider 

Mr. Branp. We are tough bankers in our ee We do not do it on 
the basis of congeniality. 

Mr. Passman. I believe you are a good banker. I do not believe, in 
following the loans which have been made, I could use that in the 
plural. 

Do you understand that this could be dangerous so far as our own 
economy and our commitments are concerned, as we go into these 57 
nations¢ We may open up a lot of these banks. These banks in turn 
open up brane ‘hes, these branches are encouraging the people to come 
in for loans. This thing looks to me as if it could bloom out to where 
this $2,100 million capital would not go very far. 

Mr. Brann. You know, I am always seeking some way to reach the 
middle classes in our activity and this is one w: av I have come up with 
and I am not original. Thisapproach was started by both the Export- 
Import Bank and the World Bank. It has been very satisfactorily 
handled by both of those institutions and I expect it to be by ours. 
I welcome, and one of the wonderful things about being before this 
committee is learning, as we go along, and I promise you, Mr. Chair- 
man, that that is one of our great ambitions, to learn. 

Mr. Passman. I know you mean that seriously. Let us have that on 
a reciprocal basis. We are anxious to learn, too. Do vou believe it 
would be dangerous if we let this get out from under control ? 

Mr. Branp. If we let it get out from under control, the answer 
is ves. 


AVERAGE TIME BETWEEN APPROVAL OF LOAN AND OBLIGATION OF FUNDS 


Mr. Passman. What is the average length of time between approval 
of the loan and the actual obligations of funds? 

Mr. Brann. There is no average, Mr. Chairman. It depends—— 

Mr. Passman. Let us take the minimum and maximum, then. 

Mr. Branp. It depends upon the circumstances of the project that is 
before us. We are not very fast, Mr. Chairman, because we have no 
purpose in ying to do a hurry-up job and especially is that. true 
right now. T do not believe in trying to do these things quickly and 
we should give every matter a very considerate attention, but I will be 
glad to submit to you the figure of what loan took the least amount of 
time and which has taken the longest, and what in our best judgment 
is the average. 

(The matter referred to follows :) 


DLF data on time required to negotiate and implement loans ! 


| 


| Uke | 
| 


Average | Shortest Longest 
duration duration | duration 
Months Months Months 
. Time elapsed between Board approval and signing of the loan 
wreement 4.4 (?) ll 
Time elapsed between signing of the loan agreement ind the first 
disbursement of funds pinnae : me aeas es 5.3 1 9 


! Analysis covers loans approved since Jan. 1, 1959 
2 Less than 1 month. 
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Mr. Passman. Let us move out to the field, where, say at Taiwan, 
we set up this $10 million bank. They in turn can make these loans. 
What is the average length of time between approval of the loan and 
the disbursement approval ¢ 

Mr. Brann. Of course, they have not made a loan yet. 


LOANS MADE IN PAKISTAN 


Mr. Passman. Let us move into a country where we had a similar 
situation. They ran out of money. We made them another loan. 
Let us consider Pakistan. 

Mr. Branp. In the country of Pakistan, if my memory is correct 
and I want to correct the record if it is not true, they made almost 30 
loans and the period has been about a year and a half. 

Mr. Passman. You always have the privilege of correcting the 
record. 

Mr. Branp. Disbursements, I will have to— 

Mr. Perry. You said disbursements. 

Mr. Passman. Yes. You made two loans. You set up the type 
bank to which vou referred. Later they asked for an additional loan. 
That was approved. If we could get a little spread on the first loan 
that they disbursed before coming back to us for additional eapital— 

Mr. Brann. In the Pakistan industrial loan the original loan was 
$42 million. Before we made the second loan they had committed 
the entire $4.2 million and they had disbursed $746,431, or approxi- 
mately 20 percent and it runs hand in hand with about the way our 
disbursements are made. 


CHALNA ANCHORAGE PROJECT FUNDS NOT OBLIGATED 


Mr. Passman. In that connection, T rote that vou approved a loan 
for the Chalna anchorage project in Pakistan in fiscal year 1958, and 
the funds are not obligated vet, as of January 31, 1960. 

Mr. Brann. Mr. Chairman, this is an obligation in East Pakistan 
for port facilities and our people are still working with the people 
there in matters concerning the implementation of the loan. 

Our comment on page 97 of the red book is as follows: 

This proposed loan was to assist the borrower by tinancing the foreign ex- 
change cost of the acquisition, importation, and installation of equipment, mate- 
rials, and services required for the improvement of port facilities in Chalna 
anchorage in the Passur River in East Pakistan, including floating storage, 
safety devices, materials handling facilities, craft buoys, and moorings. 

This probably is an exception. Our loans generally will have im- 
plementation generally faster than that. TI am not acquainted with 
all problems in connection with this particular loan, but I shall be 
glad to submit a summary of those problems for the record, Mr. 
Chairman. 

LETTER OF ADVICE TO PAKISTAN 


Mr. Passman. When did the letter of advice go out to Pakistan? 

Mr. Brann. IT will have to give you that information. 

Mr. Passman. If T may, with your permission, ask the Inspector 
General: he is usually familiar with these matters. Maybe he knows. 

Mr. Murrrr. No, I do not know, Mr. Chairman. 
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Mr. Passman. Do you know anything about the present status of 
this loan? Why has it not been canceled and new negotiations 
started? We know cost estimates are always going up. That alone 
may necessitate a new look at it. 

Mr. Branp. I regret, Mr. Chairman, that I am unable to give you 
any more information than I have already given you, but I shall 
supply it for the record tomorrow morning. 

(The information requested is as follows :) 

The letter of advice was sent on October 20, 1958. The project committee 
prepared a loan agreement for the project and was on the point of sending it to 
the borrower when the applicant proposed a significant change in the items re 
quired for the project. This was in March of 1959. 

After some correspondence, the applicant in August submitted a revised list 
of items and in September of 1959 was informed in detail of the technical in- 
formation necessary for the DLF to evaluate the project as thus revised. The 
applicant has since submitted technical information which is now under review 
by the DLF. 


CHIEF OF AUDIT SECTION 


Mr. Branp. Mr. Chairman, if I may at this time, and I am sorry } 
have not taken advantage of a moment heretofore to introduce the | 
chief of our new audit section who has just joined us a short while 
ago, Mr. Muhonen. He has just come aboard and I am pleased to 
say he has been an important official at the GAO. The fact that I 
mention it here, is because my memory was jogged by your reference 


tothe GAO. 


‘Turspay,. Marcu 15, 1960, 
UNOBLIGATED BALANCES AND PROGRESS REPORTS—TAIWAN PROJECTS 


Mr. Passman. The committee will come to order. 
I should like to insert in the record attachment Nos. 1 and 2 deal- | 
ing with unsubobligated balance projects in Taiwan. 
I should like also to put in the record a list of proje cts ine orpor ated | 
into other projects as of December 31, 1959, in Taiwan. 
Further, I should like to insert in the record an open project. prog- 
ress report as of December 31,1959, Taiwan. 

We would prefer to have this material consolidated with informa- 
tion previously submitted on Taiwan. 

(Nore.—The matter referred to appears on page 146.) 


INDIA LOOKING TO TITE UNITED STATES AS MARKET 


Mr. Passman. Also, I should like to insert in the record an article 
captioned “Indians Eying the United States for New Outlets; Metals 
Industry Seeks Big Market for Many Items.’ 

(The article referred to follows :) 


[The New York Times, Mar. 11, 1960] | 


INDIANS EYING THE UNITED STATES FOR NEW OUTLETS 
METALS INDUSTRY SEEKS BIG MARKET FOR MANY ITEMS 


A six-member trade mission from India said yesterday that it hoped to gain 


a substantial market in the United States for a broad range of metals products, 
including stainless steel cutlery. 
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The delegation, representing a rapidly growing engineering and metals industry 
centered around Calcutta, said its export goal for this market was $100 million 
a year by 1964. Exports of the industry are $15 million a year now, compared 
with virtual zero 2 or 3 years ago. 

Besides cutlery the engineering-metals industry’s products inelude sewing 
machines, bicycles, scales, builders’ hardware, printing equipment, musical 
instruments, automotive parts and other items. Of these, sewing machines are 
presently the main item being exported to this country, with volume now at $2 
million a year. Initial shipments began about the middle of 1959. 

B. S. Agarwal, chairman of the delegation, said plans had been completed for 
exports of the cutlery, which will be made according to American design prefer- 
ences. Mr. Agarwal and other mission members related trade development 
prospects at New India House, 3 East 64th Street. 

The mission, first for its industry to this country, has been on a marketing 
tour nearly 2 months. It recently visited South American and Caribbean 
countries, Where interest in trade with India was described as high. It leaves 
today for Canada and will visit the west coast later. 

Mr. Agarwal, who is president of the Jay Engineering Works of Calcutta, 
stressed that a variety of advantages would make it possible for the industry to 
offer prices up to 80 percent below those of competition. He emphasized that 
wages lower than competitors’ were only a part of comparative advantages en- 
joyed by the Indian industry. 

Equally, if not more important, he said, were India’s abundant resources of 
quality iron ore and other resources and the industry’s highly modern equipment. 
Except for Australia, he said, India can produce iron and steel cheaper than any 
other country. He declared also that the products of the Indian industry were 
of top quality. 

Basic statistics cited on growth of the metals industry in India included these 
figures: For the period 1947-59, the industry’s production had risen 11-fold, 
while costs of raw materials had risen 72 percent; labor, 254 percent, and unit 
cost, only 14.4 percent. 


DLF LOANS TO DEVELOPMENT BANKS AND INTERMEDIATE CREDIT 
INSTITUTIONS 


Mr. Passwan. When we recessed last week, I believe we were dis- 
cussing testimony before the committee on the banks set up under the 
Development Loan Fund. I believe you stated, Mr. Brand, that the 
Development Loan Fund had made 14 loans to industrial or dev elop- 
ment. banks in 10 countries. 

[ ask you to submit for the record a list of those 14 loans, including 
- followi ing information: 

Date of the loan agreement or letter of advice. 

: Name of the bank. 

3. Its location in the count ry. 


BRANCH OFFICES 


At this point, may I ask if it is the policy when a bank is established 
in an underdeveloped country that branch banks, or branch offices, are 
set up in villages away from the central location? I have reference 
to the agencies ‘which mi Ly assist local people in applying for loans. 

Mr. Brann. I have the information which you have asked for and 
will submit it for the record now, with the exception of the address 
of the institution. As far as I am informed at this time, the address 
of the institution is the principal city in the country. If that is not 
the case, I will add a list of the addresses of each of the institutions. 

[ believe we have a variation of circumstances existing in some in- 
stances with institutions which have been established over a period of 
time. There are some with branches outside of the main center. 
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Mr. PassMan. We want to know specifically the number of branches 
under each one of the banks. 

Mr. Branp. We shall be glad to supply that information. 

(The information referred to follows:) 


DLF Loans TO DEVELOPMENT BANKS AND INTERMEDIATE CREDIT INSTITUTIONS 


Through March 10, 1960, the DIF had approved 14 separate loans to 12 local 
development banks and intermediate credit institutions in 10 countries: Guate- 
mala, Iran, Israel, Korea, Lebanon, Pakistan, the Philippines, Somalia, Taiwan, 
and Turkey. The DLF had approved one guarantee to cover up to 50 percent of 
the loans made from a $1 million fund set up for development loans by a bank 
in Liberia. The total amount of $74.8 million for local development banks and 
credit institutions consists of the following loans: 
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Mr. Passman. Have you any information on it now? 
Mr. Brann. No,sir. 
Mr. Passman. Have you, Mr. Murphy 4 

. Mcurruy. No,sir. 







































BABY DLE LENDING AGENCIES 











Mr. Passman. We discussed it last eet and last year you did 
have information. I wonder why it is so vague this year. In the 
hearings we went quite a bit into detail shoul them. We referred to 
them asthe “baby” DLF lending agencies. 

Let us go into one country and try to establish for the record 
whether under, we shall say, the bank in Taiwan, capitalized at $1 
million,all applicaitons will be kan beer Tergni, or whether there 
are branch banks or offices or agence les or representi itives out In the 
Villages familiarizing the peop le with how to file applications. 

We shall take just a minute and go right into the record of last 
year. I know you are not intentionally being vague, but let us get 
into it. It is far reaching. If you have a big bank and then if you | 
have Many branch banks, the first thing you know we could be finane- 
Ing every type of business in the country. What page are you 
referrimeg to. sir? 

Mr. Gorpon. Page 854. 

Mr. Brann. Mr. Chairman, I am not being vague. 

Mr. Passman. I did not say that you were being vague inten- 
tionally. It is “vague” when we do not get the information we need 
to consider this request. 

Mr. Murrny. This is just what I was afraid of, Mr. Chairman. The 
discussion you referred to in last year’s hearings had nothing to do 
with the Development Loan Fund. It had to do with the Investment 
Incentive Fund which was proposed at that time and which was to 
be financed from the “Special assistance” appropriation. It is not 


being financed from the Development Loan Fund. 
Mr. Passman. What is their activity, and how does it tie in with 
DLF/ 


Mr. Brann. It does not tie in. 

Mr. Murrnuy. It does not really tie in with DLF, Mr. Chairman. 

Mr. Passman. Do you make loans under it / 

Mr. Murruy. No, sir; we do not. It was never intended to have 
lending powers. 

Mr. Passman. Do you set up agencies to show people how to make 
applications for loans ? 

Mr. Mureny. It was intended to be of assistance in establishing 
institutions in countries which would eventually, we hope, provide 
some form of credit; but it did not contemplate the actual lending of 
money in any form at all. It was assistance, setting up chambers of 
commerce, advising people on rural credit facilities, “and that type of | 
thing, without actually getting into the loan business at all. 

Mr. Passman. Do you rec ‘all last year in the hearings we were 
discussing the “baby” DLF loan offices 

Mr. Murrny. Sir, I remember that term being used, but. I do not 
think the record will ever show that the executive branch agreed that 
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that was a proper term, that they were “baby” DLF offices. We never 
intended them to be that. 

Mr. Passman. I think we are going to clear the record that we did 
discuss it, and the purpose would be to familiarize these people with 
the formalities of filing an application for loans out in the villages or 
small towns. I believe Mr. Brand stated there might be branch banks 
opened up under the central bank. What we are trying to establish 
is Whether or not you have already opened branch ‘banks under the 
central bank, and whether it would be the exception or the rule to 
open up branch banks in a country such as Taiwan, to assist the 
people in the smaller towns in filing their applications. 


NO BRANCH BANKS IN TAIWAN 


Mr. Branp. To my certain knowledge, Mr. Chairman, in Taiwan, 
under the China Development Corporation loan, there is no branch 
bank. ‘This industrial bank has just been set up. 

I might add, on the chairman’s statement that they might use the 
funds for any purpose in the country they want, that could not 
possibly take place because before a loan agreement is signed or is 
given any consideration by the industrial bank, the certain category 
of industries must be approved by DLF. 

As you know, I was not here last year in connection with the mat- 
ter. I was not even with the Development Loan Fund when this 
testimony was taken. But on page 856, Mr. Saccio said: 

This is not to make loans. This is an idea of trying to use these funds to give 
incentive. 

Soitisa very different program. 

Mr. Passman. Speaking of the possibilities, not the present, on 
your industrial loan bank under the DLF 


INDUSTRIAL BANKS WILL ESTABLISH OWN BRANCHES 


Mr. Branp. I am, of course, very hopeful that they will reach out 
into the country and vet To the smi: ll class of peop le, so they will know 
the facilities are available, and the middle class will receive the 
benefits. 

Mr. Passman. Youdo have plans, then 

Mr. Branp. We do not have any plans. We do not run these in- 
stitutions. They make branches not with our approval. 


INDUSTRIAL BANKS GOVERNED BY LOCAL PEOPLI 


Mr. Passman. Who runs the institutions 

Mr. Brann. The local people, 100 percent. 

Mr. Passmax. Do we not have anvthine to do with it at all after 
vou release the capital to them 4 ; 

Mr. Branp. We have the right tO approve the loans, gener: ally 
speaking, over S100,000, and the loans under $100,000 within est: ab- 
lished criteria, but it isa loan basis. We do not direct our borrow ers, 
Mr. Chairman. I want to make very clear that because we make them 

iloan we do not own them. 
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LOANS OVER $100,000 APPROVED BY DLF 


Mr. Passman. I thought you said anything over $100,000 our repre- 
senatives had to approve. 

Mr. Branp. That is right, generally. 

Mr. Passman. We do have supervision. 

Mr. Brann. That is not supervision: that is merely passing on the 
loan itself. Whether or not they establish a branch to get that loan is 
clearly up tothem. 


RECAPITALIZATION OF INDUSTRIAL BANKS 


Mr. Passman. Use any terminology you wish, but we are trying to 
ascertain how far reaching it may be. If you set up an industrial bank 
in Taiwan for $10 million, no doubt it could at least be similar to the 
situation in Pakistan where you established an industrial bank and the 
original capital grant has already been disbursed. I think you either 
have under consideration or have approved the second request of this 
bank. 


Mr. Branp. No: that does not happen to be correct. 
CHINA DEVELOPMENT CORPORATION 


Mr. Passman. <All right, state what is correct, then. 

Mr. Branp. The Chinese development bank was approved January 
29,1960. That just happens to be 45 days ago. There is no considera- 
tion of any second loan at all there. IT want to make clear that the 
China Development Corporation was set up with Chinese capital, not 
U.S. capital. We are merely making a loan to this institution, which is 
very different from our setting up an institution. We did not set this 
institution up. It was set up by the Chinese. Tam very happy to sub- 
mit for the record a document which will describe the project and 
state who the officers of the China Development Corporation are. 

(The information to be furnished follows :) 


CHINA DEVELOPMENT CORPORATION (CDC) 


Address : 181 Chung Shan Road North, second section, Taipei, Taiwan 

Date of establishment : 1959. 

Governing board: The corporation is controlled by a board of 11 directors 
and 5 supervisors. The directors elect a chairman and four managing directors. 
The supervisors elect a resident supervisor. The board of directors holds bi- 
monthly meetings to consider major policy decisions. The managing directors 
meet every 2 weeks to direct the current operations of the corporation. 

Chairman: Mr. P. 8S. Lim, chairman, Taiwan Cement Corp 

Managing directors: Mr. K. H. Yu, general manager, Central Trust of China; 
Mr. K. P. Chen, chairman, Shanghai Commercial & Savings Bank: Mr. P. ¢ 
Chao, general manager, Bank of Communications; Mr. T. 8S. Lin, chairman, 
Ta-Tung Engineering Corp. 


Directors: Mr. P. H. Ho, president, China Development Corporation; Mr. 


C. F. Hu, chairman, Yu Tai Corp.; Mr. F. S. Shih, chairman, China Artificial 


Fiber Corp.: Mr. S. W. Chen, chairman, Hsin Chu Window Glass Corp.: Mr. 
©. T. Hsu, chairman, Taiwan Industrial & Mining Corp.; Mr. Y. C. Wang, chair- 


man, Sung-I Cotton Mill. 
Resident supervisor: Mr. C. N. Lee, chairman, Yu-Foong Cotton Mill 


Supervisors: Mr. C. H. Lee, chairman, Sui-San Coal Mine; Mr. C. S. Yen, 
chairman, Tai-Yang Mining Corp.: Mr. C. H. Yang. assistant general manager, 


sank of Communications; Mr. C. Y. Hsien, chairman, Taiwan Pineapple Corp. 
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Purpose: The corporation will use funds borrowed from DLF to relend to 
private enterprises in Taiwan for the establishment of new plants or the expan- 
sion and improvement of existing plants. Funds will be used only for capital 
expenditures. Loans will be limited to industries which meet policy criteria ; 
for example, increase of exports or reduction of imports, production of essential 
commodities or improvement of quality of production. The corporation proposes 
to make loans against adequate collateral with repayments starting 1 year after 
disbursement of funds and with amortization according to the requirements of 
the borrower, but not to exceed a period of 8 years. Repayments on DLF loans 
will be scheduled on the basis of CDC’s collections from its borrowers. DLF 
loan will be used for financing services and the importation of equipment. DLF 
agreement with the CDC will carry the usual DLF maintenance of value provi- 
sions. Maintenance of value may be passed on by the corporation to sub- 
borrowers, with such provision for their maintenance of reserves to meet this 
risk as the DLF approves. 

Capitalization: CDC has paid in capital of NT$80 million (US$2,200,00).2 It 
has negotiated an agreement with ICA for a loan of NT$300 million to be pro- 
vided from counterpart funds over a 3-year period at the rate of NT$100 million 
per year (USS$S8.2 million).’ The corporation has requested US$10 million from 
DLF. The application has been favorably acted upon and a loan of $10 million 
repayable in 10 years with interest at 534 percent has been granted. Total thus 
contemplated as available for loans would be local currency to the equivalent of 
USS10,400,000 and foreign exchange from DLF of US$10 million. 


Key MANAGEMENT PERSONNEL, CHINA DEVELOPMENT CORPORATION (CDC) 


Lim, Peck-siu (chairman): Born 1895, Taipei, Taiwan. London School of 
Economies. Chairman, Taiwan Cement Co., Ltd.: supervisor, Bank of Taiwan: 
director, Taiwan Power Co.; managing director, First Commercial Bank of 
Taiwan: member, Shihmen Development Commission. 

Ho, Pao Hsu (president) : Born 1891, Hsin-hui, Kwangtung. St. John’s Uni- 
versity, Shanghai; University of Illinois: Pennsylvania University: M.A., 
Temple University. Secretary general, National Reconstruction Commission ; 
acting commissioner, department of reconstruction, Chekiang provincial govern- 
ment: assistant general manager, Bank of China; director-general, Chinese Na- 
tional Relief and Rehabilitation Administration; chairman, Export and Import 
Board; chairman, Chinese Technical Mission, Washington: alternate governor, 
International Monetary Fund; minister counselor, economics, Chinese Embassy, 
Washington : chairman, steering committee for development corporation. 

Chang, Felix Sing Yah (vice president and manager, operation department) : 
National Shanghai Institute of Commerce: Graduate School of Business Admin- 
istration, Harvard University; Eisenhower exchange fellow. Assistant, succes- 
sively promoted to deputy chief accountant, chief secretary, Bank of China; 
chief accountant, Yu Tien Cotton Mill. assigned by Bank of China: regional di- 
rector, Canton regional office, Council for U.S. Aid (on loan basis from Bank of 
China): member, Audit Committee, International Monetary Fund: member, 
Capital Formation Team (under ICA sponsorship) ; chairman, Audit Commit- 
tee, International Monetary Fund: manager, Foreign Department, Bank of 
Taiwan (on loan basis from Bank of China) : executive secretary, steering com- 
mittee for development corporation. 

Pan, Tse Chia (vice president and treasurer): Born 1914, T-hsing, Kiangsu. 
National Shanghai Institute of Commerce: University of Michigan, Ann Arbor: 
University of Minnesota, Minneapolis. Associate professor, National Shanghai 
Institute of Commerce: auditor, Yunnan Tin Mining Corp.: chief secretary and 
director of finance department. Kansu Petroleum Corp., National Resources 
Commission: chief secretary, Office of High Commissioner for Economie Affairs, 
Northeastern Provinces; assistant general manager, Northeast China Non- 
ferrous Metal Mining Corp.: chief, Finance and Economie Division, Industrial 
Development Commission, E.S.B.: chief, Fourth Division, Council for U.S. Aid. 

Sheng. Yen (director, technical department): Born 1915, Shanghai. National 
Chiao-tung University. Shanghai: MIT, Cambridge, Mass. Chemist, Sine Phar- 
maceutical Co., Shanghai: engineer, Socony-Vacunm Oil Co., Paulsboro, United 
States; engineer, Bakelite Corp.. Bound Brook, United States; chief engineer, 
ee 


1NT&36.38=US$1. 
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Tien-shan Industrial Co., Shanghai: senior technical expert. Ministry of Eco- 
nomic Affairs, Republic of China: chief engineer, Taiwan Fertilizer Co., Taipei, 
Taiwan 

Mr. Passman. Last. week we were discussing this industrial bank, 
or whatever name you may have for it, in Taiwan. If I recall cor- 
rectly, you stated that it was capitalized at $10 million and that they 
submitted the names of industries and the board decided whether or 
not the particular industry on the whole qualified for loans. After 
the industry had been approved, then any loans under $100,000 could 
be made by the bank without the approval of our people, but anything 
over $100,000 had to have the approval of our representatives out 
there. If I am making a statement of fact, I should like the record 
to indicate that is true. If it is not, I want to clear it up. 

Mr. Brann. T shall be happy to clear that up, Mr. Chairman. 

Mr. Passman. We should like to have the answer now. Is that 
statement a fact or not, sir? 

Mr. Branp. Part of it isa statement of fact. 

Mr. Passman. All right: what part of it is not a statement of fact? 


AMOUNT OF CAPITALIZATION OF THE CHINA DEVELOPMENT CORPORATION 


Mr. Brann. The capitalization is not a statement of fact. 

Mr. Passman. How much is the capitalization / 

Mr. Brann. The China Development Corporation has paid in, in 
eapital, Chinese dollars, S80 million (U.S. $2.2 million at the rate 
of U.S. $1 equals NT $36.38). It has negotiated an agreement with 
ICA for a loan of NT S300 million (U.S. 88.2 million) to be provided 
from counterpart funds over a 3-year period at the rate of NT $100 
million per vear. The corporation has requested U.S. $10 million 
from the DLF. The application has been favorably acted upon and 
a loan of $10 million repayable in 10 vears with interest at 534 per- 
cent has been arranged. Thus, the total contemplated as available 
for loans would be local currency to the equivalent of U.S. 810400,000 
and foreign exchange from DILF 810 million. 

Mr. Passman. That was the figure I used. You disagreed with it 
earlier in your statement. 

Mr. Branp. But the capitalization of the China Development Cor- 
poration is much more than $10 million. 

Mr. Passwan. As it applies to our part, $10 million is what we 
are contributing ? 

Mr. Brann. DLF is sup plying $10 million as a part of their capital 
structure, not their entire capital structure. 


DLF APPROVAL OF LOANS 


Mr. Passman. Is your approval of a loan limited to just the $10 
million portion we are providing, or is it the overall 

Mr. Branp. It is quite probable that a loan may be made to a 
borrower which involves $150,000, but oni} 50.000 of Deve ‘lopment 
Loan Funds. Our approval would be that loan, not just our portion 
of that loan. 

Mr. Passman. Of course, then, for a $100,000 loan we would have 
no sav at all. They have the rioht to approve a $100,000 loan. Is 
that correct ? 


n 
e 


h 


() 
n 


d 


309 


Mr. Branp. That is correct. 
Mr. Passwan. If the application is for $150,000 total, would they 


ask for our advice / 


Mr. Brann. They submit all of them. The difference is that they 
report every loan, and those under $100,000 are reported on a regular 
reporting procedure to the De ‘velopment Loan Fund. Before the loans 
are made, the names of the companies are submitted to our Embassy. 
So we know about these loans. They ask for reimbursement, which 
is the term we use, Mr. Chairman. Maybe it is not the 1 ight term, 
but we use it. In other words, they make the loan and then they 
seek reimbursement from us. They give us a list, give us the purpose 
of each loan, and all the information which may be necessary for us 
to know what the loan is under $100,000. Over $100,000, the China 
Development Corporation submits it de novo, just.as you would to any 
ordinary bank—all the financial statements which accompany it, all 
the engineering reports. We go over it much the same as we do any 
other loan, and appraise it and either approve it or disapprove it. 


REIMBURSEMENT FOR LOANS MADE 


Mr. Passman. Have you had any cases in which you did not desire 
to reimburse them for loans the Vv hi ad made / 

Mr. Brann. We have had no case whatsoever. 

Mr. Passman. Mr. Gary, you wanted me to yield / 

Mr. Gary. Yes; I just wanted to clear up some facts on these 
particular loans. 


LOANS TO AND BY INDUSTRIAL BANKS 


As IT understand it, you loaned the bank $10 million. 

Mr. Branp. That is correct. 

Mr. Gary. They in turn loaned that to individuals. 

Mr. Branp. They can do that; yes 

Mr. Gary. They can loan the funds to individuals. 

Mr. Branp. They must be all priv ate companies. 

Mr. Gary. And they must be companies which you have approved. 

Mr. Branp. Except in cases we have ap proved the industry as a 
category, not the individual companies. Under $100,000 they have 
ther ight to make the loan and re port 1t to us. 

Mr. Gary. To the industry that you have approved ? 

Mr. Branp. Yes. 

Mr. Gary. Over $100,000, they have to submit the entire question 
of the loan to you? 

Mr. Brann. That is right. 

Mr. Gary. The bank makes the loan. 

Mr. Brann. That is correct. 


BANK RESPONSIBLE FOR LOAN REPAYMENT 


Mr. Gary. Then the bank is responsible to you for the repayment 
of that loan. 

Mr. Brann. That is correct, and not the borrower. We call that a 
subborrower. He is not responsible to us. He is responsible to the 
bank. The bank is acting for us. 
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RATES OF INTEREST 


Mr. Gary. You say you lend the money tothe bank. At what rate 
of interest ? 

Mr. Branp. Five and three-fourths percent. 

Mr. Gary. At what rate do they lend the money to these private 
companies ¢ 

Mr. Branp. In Taiwan it is at a rate not to exceed a rate 114 percent 
above our lending rate. 

Mr. Gary. That would be 7 percent. 

Mr. Brann. Seven and one-fourth percent. 

In other areas where we have done the same thing it varies, but the 
variance is between the 114 percent and 3 percent. 

Mr. Gary. The bank receives whatever additional rate of interest 
over and above the rate you charge them as its compensation, and for 
that they have to investigate, do the collecting, and do the entire 
servicing of the loan? 

Mr. Branp. That is right. 

Mr. Anprews. Will the gentleman yield ? 

Mr. Gary. Yes. 


RESPONSIBILITY IN EVENT OF DEFAULT 


Mr. Anprews. If there is a default in that subloan, would the prin- 
cipal borrower, the bank, be responsible to DLF / 

Mr. Brann. Yes, sir. 

Mr. Gary. As I understand it, the bank is not responsible on each 
loan. It is responsible for the full amount loaned to the bank, regard- 
less of what they do with the funds. 


BORROWING PROCEDURE 


Mr. Brann. That is correct, but they do not borrow until they make 
a loan to a subborrower. Then they ask us for reimbursement. So 
they have no $10 million or anything like that. They borrow from 
us as they loan. 

Mr. Gary. Let me ask you this one additional question, then: Do 
you advance that $10 million to them in a lump sum, or is it merely 
a line of credit ? 

Mr. Brann. It is merely a line of credit to be advanced as the 
bank, the Taiwan bank, which we call the China Development Corp., 
needs the funds. In other words, they make a loan of $500,000. We 
approve it. Then they use their own funds and ask us for reim- 
bursement. Then they submit the documents and everything there 
is for us to approve or disapprove it. 


DOLLARS VERSUS LOCAL CURRENCIES 


Mr. Gary. Did you say much of that is in local currency ? 

Mr. Branp. Oh, yes. They make loans in local currency, but not 
from ours. Ours is for foreign exchange costs only, Mr. Gary. The 
dollars have to be used—— 

Mr. Gary. You do not lend the China Development Corp. local 
currencies. You lend them cash. 
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Mr. Branp. We lend them dollars. The time may come when we 
will lend them local currency, but today it is not necessary because 
they have a loan from the ICA of local currency. They have their 
own local currency, the counterpart they have borrowed from ICA, 
and we furnish the dollars for foreign exchange purposes. 


INVESTMENT INCENTIVE PROJECT FOR SMALL LOANS 


Mr. Passaan. Mr. Brand, it matters not whether we concur in 
the reason for confusion. It is each individual's right to decide that 
mestion. But from last year’s hearings on page 107] under the 
iption, “Investment Incentive Project for Small Loans,” I quote: 


\ir. PASSMAN. Mr. Secretary, as I mentioned earlier about Mr. Eugene Black’s 
concern over increasing numbers of lending agencies of Government, something 
came up a few days ago with reference to the mutual security program planning 
to open up small development loan agencies in some of these countries, to 
which the little fellow could come for $1,000 or $2,000 or $5,000. Are you 
familiar with that new phase of the program, proposing what I refer to as 
baby development loan funds? 

Mr. Ditton. Mr. Murphy says this is the investment incentive project in 
the special assistance program. I think that is a small but significant program 
for stimulating private business. I think they had in mind a total of $5 
million, worldwide. 

Mr. PassMAN. That is to start with. 

Mr. Driton. I do not think it would be very large, but I am not familiar 
with the details of that. That was worked up as one of the programs to im- 
plement these reports, to stimulate private investments that have been made in 
the course of the last year. It is under the authority of the ICA and Mr. Ar- 
nold, who is the Deputy Director in charge of this private investment, this new 
section of the ICA. 

Mr. PASSMAN. Have you ever known any of these programs, not only in ICA 
but elsewhere, to get smaller? 

Mr. Di~ton. We hope that happens but by another way. We hope by a little 
acorn of starting these investment incentive centers, that we will increase the 
private investment capacity, the private enterprise capacity of these countries 
themselves, and that private enterprise thereby will be strengthened as against 
Government operation. 


COMPETITION BETWEEN INVESTMENT INCENTIVE PROJECT AND DLE 


Mr. PaAssMAN. To what extent would the baby development loan fund under 
the special assistance program be competitive with the big Development Loan 
Fund under your jurisdiction ? 

Mr. Driion. I think not at all. 

Mr. Gary. I understood it was not competitive at all. They are being estab- 
lished to stir up interest and to work up business for the Development Loan 
Fund, 

Mr. Ditton. If it increases private enterprise it will open up business for 
everyone. 

Mr. Murpuy. Mr. Chairman, I am prepared to admit, hands down, that we 
did not put our best foot forward on this item the other day. You will be hear- 
ing affirmative testimony about it when we come to the special assistance item. 
All Task is that you reserve judgment and get the whole picture later. 

Mr. PAssMAN. I am not passing judgment. I am trying to get information. 


That has not cleared anything up in my mind. So this is as good 
as any to clear it up for the record. 

Mr. Mcrreuy. Mr. Chairman, would you proceed down the page 
about a third of the way down the page, and see Mr. Dillon’s quote. 

Mr. Passman. Let me continue. 
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PURPOSE OF FUND 


Mr. Murrny (reading) : 


They are not going to lend money themselves 
The purpose of this fund was to assist in setting up institutions, but 
It Was not to finance loans. 

Mir. Passman. That is the pot Wwe are try ing toestablish now. We 
are talkn og about the secondary or Indirect results, and not just the 
original 85 million. Specifically, for what 
million / 

Mr. Muerruy. First of all, Mr. Chairman, if Timay attempt to cla 
ify it further, even though the money was planned to be used to set 
up Institutions, it was not planned to finance the lending by those insti 
tutions, either then at the beginning or at a later stage. It was merely 
to (rv to get these institutions developed so that the little man in the 
COUNTY would have someplace to vo to borrow money at less than an 
usurious Interest rate. It was not intended to capitalize these institu- 
tions at all. 


ure vou spending the S) 


Mr. Passmawn. Let us see if I cannot understand it my way. IT under- 
stand no louns are to be made out of the 8d million. We cleared that 
up last vear after we had earlier established, erroneously I Suppose, 
that it was to train them how to make loans. If you set up the institu 
tions, what purpose does the institution serve’ Is it to educate these 
people how to make applications for loans? Is that part of it 4 

Mr. Mcurriuy. T would say first, Mr. Chairman, it is to educate them 
in how yvouruha credit organization. 

Mr. Passman. A credit organization / 

Mr. Murreuy. That is right, which 

Mr. Passman. What kind of credit organization / 

Mr. Mi reiuy. An organization which would extend small loans to 
businessmen, farmers, and so forth. Plow do you run an institution! 
It would teach them the techniques of lending, how to get an applica- 
tion, what kind of information they should get on an application, the 
design ot the forms, all the recordkeeping ot such an institution in 
the hope that with the establishment of such an institution, loeal 
capital would be brought in to that institution and become available 
for lending at a rate of interest which would be reasonable, which 
would enable the small businessman and the farmer and the other 
small entrepreneur to find some place to go to get a loan which 
heretofore had not existed. 

I emphasize, as you have already suggested now, Mr. Chairman, it 
Was not intended m any shape or Thanner to capitalize the institution 
atall. 

Mr. Passman. Tam perfectly clear on that. 

Mr. Murruy. It was technical assistance. 

Mr. Passman. You will admit, Iam sure, that we had some confu- 
sion last Vvear. 

Mr. Murpuy. We certainly did, Mr. Chairman. 

Mr. Passman. It must be cleared up sometime or other. 

Mr. Murrny. Yes. 

Mr. PassmMan. Weare not just coing to continue to operate as loosely 
as this. 
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PROCEDURE USED IN EXTENSION OF CREDII 


You do take the money and create the institutions. ‘They set up, we 
shall sav, with a board, or committee, and they are then trained as to 
how to extend credit, the formula and the principle of making loans. 
After they have done that, to whom do they impart their knowledge 
the local businessmen 4 

Mr. Murenuy. No, we would hope that they would actually con- 
tinue in business as a Jending organization which would have the 
usual 

SOURCE OF CAPITAL 


Mr. Passman. Where would they get their capital 

Mr. Murriry. We would hope the capital would come from private 
sources. 

Mr. Passman. And if it did not / 

Mr. Murpuy. If it did not, then the project might be a failure, 
although it might get some assistance 

Mr. Passman. Then would we not, because of having initiated this 
plan and encouraged and trained these people, at least have an-indireet 
responsibility 

Mr. Mureuy. IT would say, Mr. Chairman, it is entirely possible 
that some organization which did have an expression of interest 
from the local people who invested their money might also get some 
assistance either in the form of local currency or in the form of 
foreign exchange, perhaps through the Development Loan Fund, 
in order to make it successful. The investment incentive program 
was Intended merely to teach them the techniques. 


U.S. OBLIGATION TO PROVIDE ADDITIONAL CAPITAI 


Mr. Passman. Then certainly the record should show—and 1 hope 
you concur if Tam correct—that there is a tie-in, that if these people 
are trained in the loan procedure, they need capital, they make apphi- 
cations for capital and, as we initiated the program, we would at least 
have an indirect responsibility to try to help them get the capital; 
would we not ¢ 

Mr. Mit reiy. We would certainly have an interest, Mr. ( hairman. 


INCREASED APPLICATIONS ON CAPITALIZATION OF CHINA DEVELOPMENT CORPORATION 


. Mr. Passman. Then if we have established branch offices to the 
industrial institutions referred to earlier, for which I think it was 
established that we had approved a $10 million loan, then it could 
very easily be that the amount of the industrial bank capital would 
have to be increased in order to take care of their requirements? 

Mr. Mcurreny. Mr. Chairman, it is a hypothetical question, but if 
the China Development. Corp. should in fact set up branch. offices, 
Which I understand it has not now done, it. is entirely possible that 
the number of applications it receives would require some increase in 
its capitalization. 

Mr. Passman. There are a lot of inquisitive minds back in the 437 
congressional districts. They go back to the original program. The 
concept was sound and served a useful purpose, as we all know: but 
It has been enlarged upon in so many different directions and so many 








364 


different phases until today there is every possibility, when you set 
up something like this, there would be no stopping point. The first 
thing you know, we could have people demanding so much of us that 
we could not meet those demands. 

We have established that at least there is a connection. There is 
an indirect obligation, and we could be called upon to provide addi- 
tional money . 

U.S. LOAN TO PAKISTAN BANK 


What was the amount of the original grant or loan to Pakistan for 
their industrial bank ? 

Mr. Brann. Mr. Chairman, we do not make grants in the Develop- 
ment Loan Fund. The loan was $4,200,000, 

Mr. Passman. All right, I qualify it, loan or grants. Let us say 
loan. 

Mr. Branp. It cannot be qualified, in our view 

Mr. Passman. Let me ask the question, and you answer it as you see 
fit. Ifitisa loan, all right. 

May IL ask, then, the amount of it 7 

Mr. Branp. $4,200,000. 

Mr. Passman. Did you approve another loan at a subsequent date? 

Mr. Branp. Yes, sir. 

Mr. Passman. What amount ? 

Mr. Branp. $10 million. 


EXCESSIVE LOAN REQUESTS 


Mr. Passman. In just this one phase of the program the second 
request more than doubled the first. It could get out from under 
control when these 57 underdeveloped countries get this thing going 
full steam ahead / 

Mr. Branp. | do not feel that it will get out of control if we have 
the right to pass on future loans based on the merit of the service and 
the performance of the institution. They cannot get into anything 
we would not approve. 

Mr. Passman. Of course, we assist in getting it out from under 
control if you approve it for $4 million-plus the first time, and in 
about 3 years it came back in and was approved the next time for $10 
million. The request could be excessive. 

Mr. Branp. I do not want to leave the impression that we are not 
in favor of doing this. This is exactly what we are proposing. 

Mr. Passman. I know you are in favor of it. Otherwise, you would 
not have approved the $10 million. My point is that originally we 
approved $4 million to establish this Bank, and in all probability we 
may have felt at the time that this was sufficient for them to build 
up this fund; but on short notice we made them a loan twice the 
amount of the original one. 

Mr. Branp. We did not have to do it. 

Mr. Passman. We did not have to do it, but we did do it. We had 
an obligation. 
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REPORT OF PAKISTAN INVESTMENT CORP. 


Mr. Brann. It is a very splendid loan. If I may, I should like to 
insert in the record at this time a report of our inspection of this 
institution, made about 30 days ago. 

Mr. Passman. Have you extra copies of it, sir? 

Mr. Branp. Yes, sir. 

Mr. Passman. We should like to have them, if we may. 

Mr. Branp. Each one of the loans is described as our people had a 
look at some of the companies that were financed. 

(The document referred to follows:) 


PAKISTAN INDUSTRIAL CREDIT AND INVESTMENT CORPORATION (PICIC), KARACHI, 
PAKISTAN 


Background: The Pakistan Industrial Credit and Investment Corporation 
(PICIC) was incorporated on September 22, 1957, and started operations on 
November 26, 1957. Its purpose is to provide financial, technical and man- 
agerial assistance for the private sector of industry in Pakistan. 

Financial assistance may be in either foreign or local currency or both. It 
may be in the form of secured loans and debentures, preference shares, ordinary 
shares, Or one or more combinations of the above. To be eligible for loans, 
industries must be privately owned, except agricultural and transport industries. 

Ownership: Private. 

PICIC is privately owned with an authorized capital of $31.5 million, in rupee 
equivalent,’ of which $4.2 million has been paid in. There are approximately 
1,200 shareholders with the equity divided among different nationalities as 
follows: 


Million 

ees ES TM DSR Soe. 1 | eo ee Ee sol Ds arbaiacnsaan essa aseedcsinial eee $0. 63 
PUNT ACFE Be ED a ao as cae ie erminc mens ES a ase donk wis tcaceuennieoencepa . 638 
a IINO. AGRA TACO i atin eaten snes istic core 42 
Pakistani (60 percent) ~-_-_-_____ a a a a <i) - ae 
COCR, CUI TIN ii eis i csi enc ce ineieaiaaes Cipccacaceaperccnaciegy” ARID 


Loan capital: 


Central Government (rupee equivalent, interest free (made available 


from ICA funds) ) ~~ eek $6, 380, 000 


IBRD are ee aa Ee Real, ; ; __. 14, 200, 000 
DLE (one loan of $4.2 million payable in rupees in 5 years at 5 per- 
cent and one of $10 million, same terms, 514 percent) —-----_----~- 14, 200, 000 


Management: The 14-member Board of Directors is elected by the share- 
holders except for one Director who is appointed by the GOP. (PICIC has a 
requirement that all foreign shareholders be represented on its Board.) <An- 
nex No. 1 is a current list of directors with brief biographic information on 
each, 

The active management consist of Mr. E. T. Kuiper, the general manager, 
and Mr. N. M. Uquali, joint general manager. Mr. Kuiper is expected to resign 
in April 1960 and it is understood that Mr. Uquali will take his place. Annex 
No. 2 gives information on key personnel. 

Activities of PICIC: 121 loans had been made in the slightly over 2 years 
that PICIC had been in operation at the time of DLF’s examination. Of these, 
s+ were foreign currency loans and 37 in local currency. Attached as annex 
No. 3 is a list, as of January 1960, of loans committed from DLF funds to sub- 
borrowers. Six industrial plants marked with asterisks (*) were visited by 
members of the DLF team. 

Summary and appraisal by DLF team: The following officials of the Develop- 
ment Loan Fund examined the affairs of PICIC January 11-17, 1960: Messrs. 
Edwin D. Kirby, Deputy Managing Director for Private Enterprise (formerly 


\ll figures used in this report are quoted in terms of U.S. dollars based on conversion 
scale of $1 4.7 Pakistani rupees 
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vice president and currently director, Champaign National Bank, Urbana, 
Ohio); Frank T. O’Brien and George A. Wyeth, Special Assistants to the 
Managing Director: M. Milburn Pehl, Loan Officer for Pakistan: George Rublee, 
Office of the General Counsel; and Eugene J. Hynes, financial consultant to 
ICA (industrialist, financier and former vice president of Chase National Bank 
investment affiliate). In addition, Mr. Vance Brand, Managing Director, De- 
velopment Loan Fund, attended conferences and the loan signing, on January 
14, for the second loan to PICIC from DLF. 

It was the opinion of the examining team that: 

1. Management under Mr. Kuiper has been efficient and effective in the 
initial stages of the operations of this corporation. Further, the team believes 
that Mr. Uquaili will continue the sound policies in effect at the present time. 

2. All indications pointed to governmental cooperation in the operations of 
PICIC and only minimal control of PICIC’s activities within the broad frame 
of reference laid down by published laws. There are good indications that the 
GOP is sincere in its public encouragement of the private sector. 

3. Making political security checks on subborrowers would present no great 
problem. Mr. Kuiper was agreeable to providing necessary data on key man- 
agement officials connected with firms securing loans from DLF funds if han- 
dled on an informal basis. 


ANNEX 1.— Members of the board of directors 


Nam Addre Ly pt 
Choudry Mohamad Al Jubilee Insurance Hlouse, McLeod Formrrerly Prime Minister i 
Rd., Karachi-2 merly Finance Minister Pak 
stan 
K, G. Ahmed 17 Joynag Rd, Dacca 2 Industrialist. 
Mohd. Amin 30 Davis Rad., Lahore Do 
Makoto Asano Bank of Tokvo, Ltd », Qamal lLlouse, Manager, Karachi branch, Bank if 
Bunder Rd., Karachi. Tokvo, I td., K cl 
S. K. Basu 36 Hathkola Rd., Post Office Wari, Industrialist 
Dacea 
Ahmed Dawood 2 8 Insurance House No, 2, Habib Sq., | Chairman, Dawood Cotton Mills, 
Bunder Rd., Karachi Ltd.; chairman, Dawood Corp 
Ltd 
Amirali H. Fancy 12/B Queens Rd., Karachi .| Industrialist 
Zahriddin Ahmed . Ministry of Finance, Government | Director of Pakistan Investn 
of Pakistan, Karachi. Promotion Burean, the Gov 


ment of Pakistan, Ministry 
Finance, Karachi 


A. K. Khan i ..... A. K. Khan & Co., Strand Rd., | Chairman, Chittagong Textile Mills, 

Chittagong Ltd.; chairman, P»kistan Stean 
Navigation Co., I té., ete 

Pir Mohammad Mahfooz- Ashrafabad, Post Office Badin Director, Harnai Woolen Mills, Ltd 
West Pakistan manager-director, Al-Wahid 

M. A. Rangoonwala __..-| V. M. Villa, Garden East, Karachi Industrialist. 

Dunlap National Bank of India, McLeod | Chairman, Associated Banks, Kara- 
Rd., Karachi | chi 

Fakhruddin Valibhai_- 5 Valika Chambers South, Napier | Chairman, Valika Textile Mills 
Rd., Karachi | Ltd., ete. 


Robert Purcell. ............. Rockefeller Center, New York City..| Chairman, International Basic Eco- 


nomy Corp. 


9 


ANNEX 2. Kery PERSONNEL OF PAKISTAN INDUSTRIAL CREDIT AND INVESTMENT 
CorP. 


FE. T. Kuiper, General Manager: (will leave PICIC early in 1960). Born 
1902 in the Netherlands: read economics at Amsterdam University; served 20 
years on staff of Nederlandsche Hendels Maatschappij in Far East: exchange 
controller for Indonesia: managing director of Bank of Industri Negara (In- 
donesia) 1951-54; senior adviser, Bank Industri Negara, 1954-57; appointed 
General Manager of PICIC 1957. Highly regarded by IBRD. 

N. M. Uquali, Joint General Manager: Born Karachi August 1913. Passed 
examination for registered accountant, 1933. Held increasingly responsible 
positions in Central Bank of India 1933 to 1947. Became Deputy Controller of 
Foreign Exchange, State Bank of Pakistan, 1947, and was in charge all foreign 
exchange control matters reporting to the Governor State Bank who held title 
Chief Controller. Joined PICIC February 1958 as Joint General Manager. 

Halim Khan: Representative of PICIC in East Pakistan. Forty-nine years 
old with technical background. Employed as industrial and chemical engi- 
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neer in business and Governments of India and Pakistan, 1935-51. Director 
of Development (Nonengineering), Government of Pakistan, 1951-53 and subse- 
quently Director General of Industry, Trade, and Commerce, Government of 
East Pakistan. 


ANNEX 3.—DLF Loan No, 16, Pakistan Industrial Credit and Investmeni Corp. 
subloans approved 
No. and name of project 


1. Texwood Industries Ltd., Karachi*——-— i te ae ne $5, 403 
eae ae 21 500 


» Planinum Ice Factory, Dacca___- 
3 Ropar reper Blart...-- =. - 2. ares 52. OOO 
4, Frontier Sugar Mills & Distillery Co., Ltd., Mardan 250, OOO 
5. Burewala Textile Mills, Ltd., Burewala____- ~~~ , 250, OOO 
§. Steel Corporation of Pakistan, Ltd., Karachi__ . f 29, 000 
he gt a at oy aed Sastirecl aes do as legion ial 15, 000 
7. Star Textile Mills, Ltd., Karachi* 250. OOO 
§. Indus Dyeing & Bleaching, Ltd., Hyderabad____________________ 59, 200 
Y Fishery Products Ltd., NKarachi* 16. SOO 
10. Shahnawaz (Industries), Ltd., Lahore ae ones 105, 000 
11. Crescent Sugar Mills & Distillery Co., Lyallpur 1, 125, 000 
2 Sind Oil Mills, Ltd., Hyderabad a 241, OOO 
13. Khanewal Cold Storage Co., Khanewal_____ ---~~_- tae 37, 000 
14. Kassim Glass Works, Karachi_ s nee 2 D7, 300 
15. Zeenate Textile Mills, Ltd., Dacca sd - 156, 500 
16. Grind-Wheel (Pak), Ltd., Karachi* 31, 400 
17. Pak Chemicals, Ltd., Karachi* : 50, OOO 
18. Acar Ice & Cold Storage 94, 100 
19. Premier Sugar Mills & Distillery Co., Ltd., Mardan______________ 528, 000 
20. Mirza Aboo Wire Manufacturing Co., Chittagong Da ss Sa 41, 900 
2: Bengal. Belting Works, Dacea.............—___ eee ae! 138, 000 
23. Evans Medical Markers, Ltd., Quetta__._.._______.- ; 33, 500 
24. Essam Belting & Asbestos Manufacturing Corp., Lahore Ser 41, 900 
25. Colony Textile Mills, Ltd., Lahore __- as 250, OOO 
26. Dacca Wood Works, Dacea- Sa a ae ce laa ao Dw eco sel 9 20, 920 
es cee COLO ACO e C0 a cite memes ‘ 52, 300 
29. Burmah Oil Mills, Ltd., Karachi*___ ag nites ; 20, 920 
SU. Sn. mona, tama & Oe... 2... Ee is Sa . s 211, OOO 
Oh. AACHOUIY Limiri at COPD. on ee eee 3 ict aerate net 23, 000 


Fa ag a ee 4, 202, 643 


*Plants inspected. 


Mr. PassmaANn. You said it was an excellent loan. By that do you 
mean it is repayable in dollars ¢ 

Mr. Branp. I am speaking of the economy of the loan organiza- 
tion in support of the free enterprise of that country, not the repay- 
ment. [Tam not talking about the repayment part of it. 

Mr. Passman. You made that clear. I want to be sure I make my- 
self clear. 

RATE OF INTEREST 


What is the interest rate 

Mr. Branp. Five percent on the first loan and 514 percent on the 
second. 

Mr. Passman. Is that generally the rate ? 

Mr. Branp. It will run from about—I think we have as low as 4 
percent, which was one of the early loans made in April 1958. It de- 
pends on the capital market conditions in the country and things of 
that type. 

Mr. Gary. Will the gentleman yield ? 

Mr. Passman. Yes, Mr. Gary. 


53909—60 24 
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TERMS OF PAKISTAN LOANS 


Mr. Gary. What are the terms of those loans ? 

Mr. Branp. They will run up to 15 years, Mr. Gary. In fact, the 
terms of the loans are as follows: Well, I do not have to repeat it, Mr, 
Chairman. It isshown in the exhibit. 

Mr. Murrny. These two loans to Pakistan are 5-year loans. 

Mr. Branp. Repayable in Pakistan rupees. 

Mr. Passman. Is that also true of the interest ? 

Mr. Branp. That is also true of the interest. 

Apparently my list has a typographical error, Mr. Chairman. It 
shows 15-year loans to Pakistan, and they are both 5-year loans. 


LOANS REPAYABLE IN DOLLARS 


Mr. PassmMan. Repayable in local currency ¢ 
Mr. Branp. I would like to add that of the 14 loans we have made 
5 are repayable in dollars. 

Mr. Passman. In what countries are the loans repayable in dollars! 

Mr. Brann. Guatemala, Tran, Lebanon, Liberia, and the Philip- 
pines. 

Mr. Passman. Five of the fourteen loans are repayable in dollars! 

Mr. Branp. Five of the fourteen loans are repayable in U.S. dolars, 

Mr. Passman. Could it be that some of these countries have a cur- 
rency which is on a par with ours ¢ 

Mr. Branp. No, not in my opinion, except for Liberia, where the 
dollar is their currency. 

Mr. Passman. The dollar is their currency ? 

Mr. Branp. Yes. 

Mr. PassmMan. So that would be 4 out of the 14 for which we shall 
get dollars back ? 

Mr. Branp. No. Liberia will pay back dollars so it is five instead 
of four. 

Mr. Passman. Liberia could only pay back in dollars: could they 
not / 


Mr. Brann. Yes. 


TOTAL LOAN REPAYMENTS IN DOLLARS 


Mr. Passman. Let us get the total. 
Mr. Brann. $20,450,000 repayable in U.S. dollars out of $74,536,000. 


DISPOSITION OF PAKISTAN RUPEES 


Mr. Passman. In the countries such as Pakistan, where we have 5- 
year loans repayable in rupees, what do we do with the rupees / 

Mr. Branp. We have not reached that decision, Mr. Chairman. 
We have now entered into an agreement with the Finance Minister 
of Pakistan that as the De velopment Loan Fund will now begin to 
acquire Pakistan rupees, we will give better consideration to a pro- 
gram of how to use the local currency that comes to the Deve ‘lopme nt 
Loan Fund in repayment of those loans. I distinguish this from the 
Pakistan local currency available to the U.S. Government which is 
venerated by other programs, including the Public Law 480 program. 
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TOTAL U.S. OWNED LOCAL CURRENCY IN PAKISTAN 


Mr. Passman. Would you state for the record the total amount 
of local currency of Pakistan that we have / 

Mr. Branp. Yes, I shall be happy to state that. We have that 
here. 

Mr. Passman. That has accrued to our country from all sources. 

Mr. Branp. From all sources / 

Mr. Passman. Yes. 

Mr. Branp. I will have to get that. 

Mr. Passman. I believe Mr. Murphy is looking up a figure. 

Mr. Branp. I have the figure for generation from the Deve lopment 
Loan Fund. I can get it for you from all sources, Mr. Chairman. 

Mr. Murpny. I have the actual data as of June 30, 1959, and I have 
estimates as of June 30, 1960. Would you like either or both? 

Mr. Passman. Both. 

Mr. Murpny. On June 30, 1959, the total unexpended U.S 
owned or controlled local currency in Pakistan was $39,990,000 in 
U.S. dollar equivalent. This consisted of a small amount, $499,000 
equivalent, of section 402 proceeds from sales of agricultural surpluses 
under the Mutual Security Act, and $4,144,000 equivalent in U.S. 
controlled counterpart owned by the Pakistan Government gener- 
ated as a result of defense support assistance, and $35,169,000 
equivalent representing sales proceeds from Public Law 480, title I, 
sales, and $178,000 worth of rupees generated from the old Pakistan 
wheat program of many years ago. 

On June 30, 1960, our estimated unexpended deposits will be $100,- 
798,000 equivalent. 

Mr. Passman. $100 million ? 

Mr. Murpuy. Yes. It is possible there will in addition to that 
beasmall amount of Development Loan Fund 

Mr. Brann. IT have just given that to the chairman. 

Mr. Passman. There will be $100 million of rupees ? 

Mr. Murpny. The big rise will be under Public Law 480, where 
the figure will go from $35 million equivalent to $76 million equivalent 
at the end of this fiscal vear. 


USE OF RUPEES RECEIVED IN REPAYMENT OF LOANS 


Mr. Passman. Under our contract with Pakistan providing for the 
repayment of these two loans in rupees, we cannot buy anything to be 
shipped out of that country 4 

Mr. Mcrrny. Well, that is difficult to answer the way you put it. 
Certainly it cannot be used for any exports from Pakistan. It can, 
however, be used for additional loans in Pakistan. 

Mr. Passman. But not for exports 

Mr. Murrny. No. 

Mr. Passman. And it cannot be loaned to any other country ? 

Mr. Mi rPuy. That is rieht, without the permission of the Pakistan 
Government. 

Mr. Passman. So, in effect, you have $100 million in rupees which 
cannot be freely converted into any assets. Is that correct 4 


Mr. Murpity. That is correct. 
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Mr. Anprews. Mr. Chairman, may Lask a question / 
Mr. Passman. Of course, Mr. Andrews. 


LENDING RUPEES VERSUS DOLLARS 


Mr. Anprews. I want to ask Mr. Brand, why could we not lend 
them their rupees rather than dollars under the program ¢ 

Mr. Branp. That is a good question. Primarily our loans are for 
foreign exchange costs where their rupees are not usable. For in- 
stance, they want to buy equipment in the United States and they 
cannot buy it with rupees. 

Mr. Axprews. Will all of the money represented by these two 
loans be spent in the United States / 

Mr. Branp. I cannot answer that. In other words, if we look at 
the loans that have been made available, we find some very small loans, 
85.000 and in some Instances as low as $3,000. 

Mr. Anprews. Here is one for $3,403. 

Mr. Branxp. That would not be used in the United States. 

Mr. Anprews. Could you not work out a program whereunder you 
loaned them dollars for what they bought ” the United States and 


rupees for labor costs or things purchased in Pakistan ¢ 
Mr. Brann. We hope they will use their own rupees for that purpose, 
We do not let them use dollars for rupee costs. The $3,000 may have 


been used in India. Our loans are for forei ion exchange costs and 
not for rupee costs such as labor or materials of Pakistan origin. 
But in the smaller items we do not make them come 10,000 miles to 
get them in the United States if they are available at a nearer place. 
Generally, if the amount is over $100,000, development banks must 
use all the proceeds from our loans made under the new procurement 
policy inthe United States. 

Mr. Awprews. I understood you to tell the chairman we have no 
use for their foreign currency. 

Mr. Branp. I did not give that answer because I do not believe 
that. 

Mr. Mcurrny. I gad have left that impression, but I did not mean to. 

Mr. Anprews. I believe it was your answer, Mr. Murphiy. 

Mr. Murruy. When the chairman asked if it could be converted into 
an asset I interpreted that to mean converted into assets as exports. 
We can convert it into assets in Pakistan in terms of pub hie projects. 

Mr. Anprews. In other words, we could spend it for Pakistan but 
not. for ourselves ? 

Mr, Murrnuy. We can spend it for ourselves in a limited way such 
as to pay U.S. costs in Pakistan. 

Mr. Anprews. Thank you. 


EVENTUAL RETURN OF DOLLARS TO UNITED STATES 


Mr. Passman. I would like to have Mr. Brand’s opinion on this. 
Today the dollar credits of foreign central governments and foreign 
nationals are about $15,900 million. So it means that of the amount 
of money we have spent abroad, whether tourists or military or loans 
or grant aid, those dollars have returned to America with the ex- 
ception of $15,900 million. So if you make a grant or a loan to a 
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nation, it may be they will not make a direct purchase, but eventually 
ithe dollars are returned to purchase something from America, and 
if not they remain to our credit. 

So I have never worried a great deal about whether it was a di- 
rect grant or a loan, or whether that money was used two or three 
times to stimulate the economy in other countries before it comes back 
to buy something in America. In other words, 1 might spend 35 

La grocery store on Saturday and in + or 5 days a good many people 
have benefited by handling it. 

I would like to have your opinion, as oa banker, on that, Mr. 
Brand. 

Mr. Brann. I think the Congressman has made himself abundant- 

y clear and many people agree with you. IT am not one who shares 
. ul viewpoint and IL would like to tell you why. 

Today, the outflow of our dollars e xceeds the inflow and Tam talk- 
ine" about the overall net by somewhere bet ween s3 and S4 billion, 
and if they were cireulating and coming back to us 1 do not think I 
would have too much of a problem. 

Let us take Germany. A few years ago the reserves of Germany 
were $200 million and today they are over SD billion. That is 85 
billion that did not come back. 

This balance-of- pares problem is what do they do with those 
dollars¢ Do they buy gold¢ Some come back, but they pure hase our 
gold and also have outstanding claims upon our ¢ rold. It isnot a very 
worrisome matter today but it is a matter we should vive attention to. 
inmy opimmion. Just doing this inthe Development Loan Fund is not 
the whole picture. It is just part of the picture. We are trying to in 
crease our exports so that we sell more abroad. That is a very definite 
policy of this administration. I think myself today that it makes 
sense to export our goods and our services rather than our dollars and 
our gold, and I think this is a very practical thing for us to do and 
hot wait for this eventual circle of the dollars because it mav not come 
to pass. At least 815 billion has not come back, and that is a sub- 
stantial amount and almost equals the cold we own. 

Mr. Passman. This mutual security program is a relatively small 
percentage of the total trading in our dollars. If you dem: inded that 
this come directly back from American-manutfac tured goods, the same 
hation who gets this aid could hold something back because we send 
mavbe five times that abroad. 

If we pass these bills hurriedly, somewhere down the line we could 
get the idea: What difference does it make, since it will buy something 
from America’ The only thing vou would eliminate is the lag. 

Mr. Branp. It is not just the question of lag. Sometimes it does 
ore than lag, and lags detrimentally to our own economy, and it Is 
doing that today in my opinion, 

Mr. Passman. Because you spend it in America directly does not to 
me indicate it is not having a serious effect on our economy. If it is 
just some thing going out and not coming In. 1 it is nota 200d effect. 

Mr. Brann. If we spend it here the dollars never Daas this countr 

Mr. Passman. IT would say, then, we ought to triple this progr: mT 
and be real prosperous. Tam not being facetious, but if that is what 
it means, let us triple it. I sah it has a serious unfavorable effect on 
Our economy. 
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Mr. Narcuer. Mr. Chairman, may [ask a question ¢ 
Mr. Passman. Yes, Mr. Natcher. 






































LOANS TO COMMON MARKET COUNTRIES 

Mr. Narcner. Do you have applications pending for loans from 
any of the six Common Market countries ¢ 

Mr. Branp. No, sir. 

Mr. Narcuer. Have any DLF loans been made to any of the Com- 
mon Market countries / 

Mr. Brann. I think there is the Netherlands loan for redistribution 
of people in Australia. 

Mr. Narcuer. Can you tell me when that loan was made, Mr, 
Brand / 

Mr. Branp. 1958, Mr. Natcher. 


AD VALOREM TAX ON TOBACCO 


Mr. Natcuer. Mr. Chairman, the reason why I inquire as to | 
whether or not loans have been made to the Common Market countries 
is due to the fact that recently the Common Market countries have 
entered into an agreement whereby a 30-percent ad valorem tax is 
placed on American tobacco and it does not apply to the tobacco in 
the six Common Market countries. In addition to the import tariff 
that we pay in shipping American tobacco to any of the six Common 
Market countries, we are now assessed a 30-percent ad valorem tax. 
This does not apply to any of their tobacco when they are buying and 
selling among themselves, and of course, Mr. Brand, as you and I 
know, this has been permitted by the State Department and it is cer- 
tainly restrictive. It is certainly a penalty as far as our country is 
concerned. 

I am just wondering, Mr. Brand, if you recall that such an agree- 
ment was entered into by the Common Market countries / 

Mr. Branp. No, sir; I do not have that information, Mr. Natcher, 
but I want to explain that I have testified during this hearing that, on 
this particular loan, if it were to come before the DLF today, I would 
not recommend its approval. 

Mr. Narcuer. I am glad to hear you say that. 

Mr. Brand, you know when I point out matters such as this agree- 
ment, you may think it is a petty thing, but it is not to the people in 
the States that produce tobacco—46 cents of every dollar received 
from agricultural commodities in Kentucky is received from tobacco. | 


BURMA TARIFF ON TOBACCO 


About a year ago, as Mr. Murphy knows, Burma had a 100-percent 
import tariff on tobacco. It increased that to 200 percent. Then the 
Department of State appeared before our subcommittee and requested 
several million dollars for Burma. It is a right difficult matter to 
explain to your people why it is that 60 countries in the world during 
the last few years have increased their tariff on agricultural com- 
modities from this country, and apparently not too much effort has 
been expended to correct these matters. The agreement made by the 
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six Common Market countries applies just to our tobacco, and it is a 
penalty provision. 
I just wanted to point that out at this time, Mr. Chairman. 


ELIMINATION OF FOREIGN RESTRICTIONS ON U.S. IMPORTS 


Mr. Branp. I might say, Mr. Natcher, that I am very happy to 
report to you that a great deal of effort is being made to eliminate 
restrictions, and it is having a successful result. I am pleased to 
report to you on that. There are some of the countries that are 
eliminating some of their restrictions and they are speaking of further 
eliminations, 

You will recall that the Secretary of the Treasury made a very firm 
speech at the time of the International Bank and -Monetary Confer- 
ence in September requesting the governments abroad to lessen their 
restrictions, saying that they no longer had the excuse of shortage of 
dollars. 

Mr. Dillon, following that, in Tokyo made a speech again request- 
ing our friendly allied countries to lower or eliminate their restrictions. 

These efforts have been followed by negotiations in Europe in 
November, December, January, and February. In fact, those nego- 
tiations are progressing and we are all hopeful they will have exactly 
the result you speak of, that they will bring about an elimination of 
these restrictive measures. 

Mr. Passman. Off the record. 

(Discussion off the record. ) 


GUARANTEES 


Mr. Passman. Mr. Brand, the DLF is authorized to extend guar- 
antees: is it not ? 

Mr. Brann. Yes. 

Mr. Passman. What is the number of guarantees which you have 
issued to date? 

Mr. Brann. We have authorized two. 

Mr. Passman. And the amount ? 

Mr. Branp. $5 million, of which $3,650,000 is now in force. 

Mr. Passman. That is the total ? 

Mr. Brann. Yes. 

Mr. PassmMan. Would you give us some information on these two 
guarantees ¢ 

LIBERIAN GUARANTEE 


Mr. Branp. Yes, sir. The information will be found in our red 
book on page 50 as pertains to one of the guarantees, and that is to 
the Bank of Monrovia, whe reby we have guaranteed $500,000 to the 
Bank of Monrovia, against loans by the Bank of Monrovia of up to 
‘1 million. In other words, we are guaranteeing 50 percent of their 
loans, you see, up to a specified limit. The Bank of Monrovia is a 
wholly owned affiliate of the First National City Bank of New York, 
and this is part of a plan which will make $1 million available for 
industrial and agricultural development in Liberia. The details of 
the guarantee are shown on page 50 of the red book which is, of 
course, our congressional presentation. 
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I might mention that one of the most eer reasons for making | 
this particular guarantee is that in the banking facilities existing in 
the country of anos long-term financing for private industry is an oT 
unknown matter. Under the current lending policy, 18 months, as ] 
recall, is the leneth of time for which they ordinarily lend money 
to the private people. This Muarantee, in joint coopers ation with 4 
very fine private bank of the United States, will give them the benefit 


of longer terms In the private sector. 
Mr. Passman. The bank makes the loan and we guarantee the be 
loan 4 
Mr. Branp. One-half of it. Our guarantee is $500,000. iN 
Mr. Passwran. In the event ofa loss, does the bank share jointly ? it 


Mr. Brann. No. We pay the loss up to S500.000. 
Mr. Passman. What about the other guarantee ? 


INGALLS-TAIWAN SHIPBUILDING AND DRYDOCK GUARANTEE 


Mr. Branp. The other guarantee is found on page 65 of the red 
book. It isto the Ingalls-Taiwan Shipbuilding & Drydock Co., whic 
also has a loan of $2 million repavable in 9 vears at 51% percent in US 
dollars. The Ingalls-Taiwan Shipbuilding & Drydock Co. is in 
corporated in Liberia and doing business in Taiwan. It consists le 
mostly of Chinese capital, with the American capital represented by 
the Ingalls Co.. a less than m: vjority control. The guarantee has bee 
given to the B: ink of America and to the Marine Midland Bank cover- 
ing $4.5 million, of which $3,150,000 is still in foree. The details 
of the guarantee are found on page 65. 

Mr. Passman. These guarantees, of course, are to lending institu 


tions, and they are in addition to any loans we may be making out n 
of the Developme nt Loan Fund or any other U.S. agency ? 

Mr. Branp. That is correct. \ 

~ 

NO PENDING APPLICATIONS FOR GUARANTEES te 


Mr. Passman. Do you have applications pending now for addi- 
tional euarantees from American banks and lending Institutions / 

Mr. BRAND. | abhi not informed of any applications that are pending 
at this time, Mr. Chairman, and there are two good reasons: (1) Ow 


interest rate is not a rate in which the commercial banks in this t] 
country are interested, either wih or without a euarantee, and par 
ticularly our public rate of 314 percent: and (2) as our loans are 
repayable to a large extent in lanl currency, they do not want repay- 
ment in local currency whether we guarantee or not. he 
a 
COMPARISON TO ICA INVESTMENT GUARANTEE PROGRAM ty 
Mr. Passman. How does your guarantee differ from the investment | n 
guarantee program of the ICA? f 4 
Mr. Brann. It is very different. The ICA investment guarantee |; 
program is against three risks: inconvertibility, expropriation, and 
war. ' 
Mr. Passman. Is there any fee charged for this guarantee issued 
by the DLF? 


Mr. Brann. We have charged 2 percent per annum of our liability. 
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Mr. Passman. Is this a new section of the mutual security bill / 

Mr. Mcurruy. No, sir. The authority to make guarantees was 
vranted in the original section 202(b). 

Mr. Passman. This could be a ver y large contingent lability / 

Mr. Branp. It is limited to $100 million by the legislation. 

Mr. Passman. To me that is large. 

Mr. Brann. But it is not contingent. 

Mr. Passman. If it is not a contingent liability why should there 
be a ouarantee / 

Mr. Branp. I am talking about not being contingent on any large 
amount we have jurisidction over. It can go to $100 million and then 
it ceases. 

Mr. PassMan. $100 million is a large amount of money to me. 

Mr. Branp. It is a large amount of money to me, Mr. Chairman. 

Mr. Passman. And it is a contingent li: bility / ; 

Mr. Branp. It isa contingent liability as you express it. 

Mr. PassmMan. Lamsure you havea provision for it. 


RESERVE FOR GUARANTEES 


Mr. Branp. We must have a reserve of at least 50 percent under the 

ors slation. 

Mr. PassMan. Where do you get the 50-percent reserve / 

Mr. Brann. Out of appropriated funds. 

Mr. Passman. Do you carry that as an obligation ? 

Mr. Brann. Yes. 

Mr. Passman. Under what heading? 

Mr. Brann. Guarantees: 118 loans and 2 guarantees totaling $959 
million-plus. 

Mr. Passman. That is a little different than we would do it if we 
were dealing with our own people? I am thinking in terms of Mr. 
Stans’ statement that we are obligated to the tune of $750 billion in 
terms of obligations carried out into the future. This money is dor- 
ant. You are not using it anywhere / 

Mr. Brann. That is right. 

Mr. Passman. It is just a ledger entry ? 

Mr. Brann. That is right. 

Mr. Passman. I wonder if some adjustment should not be made in 
the markup or in our report to show obligated funds that you have o1 

hand but whie h Vou ¢ could use for other purposes ¢ 

Mr. Brann. I feel if we h: ave — liability, and Congress has estab 
“06% ‘minimum reserve for it, the judgme nt of the Congress should 

e the judgment that governs. “aioe the situation might justify 
110 pe reent instead of a 50-percent reserve, but this is in foreign coun- 
tries, and until we have more experience I could not suggest that the 
minimum »0-percent reserve be changed. I think the guarantee activ- 
ity will increase to the extent we increase our repayments in dollars. 
And our interest rate must be more commensurate with the facts of 
I fe of our interest rates in this e ountry. It is a little difficult to handle 
it otherwise, but it means more of : . change In our activity than in 
the Congress, at the moment. 
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TOTAL LOANS GUARANTEED 


Mr. Passman. We have a guarantee on how much ? 

Mr. Brann. The maximum amount in loans which could be eoy- 
ered is $4,150,000. 

Mr. Passman. And the total amount of the guarantee is how much? 

Mr. Branp. $3.650,000, 

Mr. Passman. And how much reserve are you carrying ? 

Mr. BraNnp. $3.400.000. : , 

Mr. Passman. Where is the Ingalls-Taiwan Co. located ? 

Mr. Mcrruy. In Taiwan. 

Mr. Passman. You mentioned another 

Mr. Brann. In Ashland, N.C., or Louisiana. 

Mr. Passman. I hope it is Louisiana. 

Mr. Anprews. Isisin Alabama. 

Mr. Branp. The Ingalls-Taiwan Co. is in Pascagoula, Ala. 

Mr. Passman. And where is the other ? 

Mr. Brann. In New York City. 

Mr. Passman. What other loan did you mention ? 

Mr. Branp. In Liberia. That is the First National City Bank of 
New York. 


NEED FOR GUARANTEES 


Mr. Passman. Why would it be necessary, with all the other agen- 
cies we have—and I think we established eight the other day—to 
pet out now into a different field and start guaranteeing loans made 
by lending institutions of America? Since very little so far has been 
accomplished, why should not this be plugged now 7 

You start endorsing friends’ notes in small amounts and the first 
thing you know the word gets around until it amounts to a consider- 
able sum. Since this is something that may be far reaching, do you 
not think we should stop it now? Since you have only issued two 
Guarantees up to this time, do you not think we should consider 
stopping that practice now ? 

Mr. Branp. Among the reasons why IT support the guarantee pro- 
vision are these: (1) It means a net saving to our taxpayers because 
you only use 50 percent of appropriated funds; (2) it places the facil- 
ities of our commerce ial banks in an activity abroad rather than the 
taxpavers’ money. and I think one of the mandates of the Congress 
is that we encourage the participation of private ¢ apits al rather than 
publie capital, and it seems to me when you sum it up it has more 
Sicacie s than disadvantages. 

Mr. Passwran. These companies and banks have been doing business 
in foreign nations for hundreds of vears, and they have been looking 
to Tncle Sam to guarantee their investments abroad to some extent. 
IT am wondering why we have to guarantee loans by private banks 
abroad. This could be far reaching and get out of hand. 

Mr. Branp. Mr. Chairman. there is a real basic reason for this. 
The commercial banks have never made long-term loans abroad. They 
do not make any long-term loans abroad, and I think they are entirely 
right in that position. 

Mr. Passman. If it is not good for them it is not good for our 


country. 
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Mr. Branp. We are only in the long-term lending business in the 
DLF, and we are substituting through this guarantee mechanism pri- 
vate capital for public capital. L though that is what Congress 
wanted. 

Mr. Passman. We had a bill on the House floor the other day that 
ties in with that. You are familiar with it, I imagine. But they 
pulled that down quickly. 


INCREASED SPENDING IN UNDERDEVELOPED AREAS 


On Wednesday, March 9, I noticed in the Washington Star an 
article stating that— 


Administration leaders already have pledged not to cut back American spending 
in the less-developed areas but to increase it 


and that this meeting of nine nations was— 


the first concrete step in an Allied decision to pour even more money into Asia. 
the Middle Hast, and Africa in the years ahead. 

Did you see that article ? 

Mr. Brann. Yes. 

Mr. Passman. Have they stated it correctly in the newspaper ? 

Mr. Branp. I have taken that. position, too, since we are asking for 
an increase of $150 million over the amount Congress appropriated 
last vear, and that is our position. I do not agree with the “years 
ahead” portion. We have limited it to 1 year. 

Mr. Passman. Mr. Dillon, our distinguished Under Secretary of 
State, is quoted as saying the program may go on for as much as 50 
years, and T think our record said from 20 to 30 years. I only men- 
tion that because of our Under Secretary’s position as reported in the 
paper. 

Mr. Brann. I said something like that in my testimony, Mr. Chair- 
man. I think I said 20 to 25 years, but I did not say I was proposing 
an increase each time. 

Mr. Passman. So far I have not noticed any decreases. It is con- 
tinuing to go up. 


SECURITY CLASSIFICATION OF DLF MATERIAL 


In the Star of March 10 T noticed an article which stated that the 
President has given the DLF authority to put security classifications 
oninformation and material. 

Mr. Branp. We have security classifications at the DLF. I do not 
know that there is anything new about it. 

Mr. Passaran. I said security classifications on information and 
material dealing with the Development Loan Fund. 

Mr. Merreny. Mr. Chairman, I don’t think there is anything new 
about that. As an executive agency it is my impression that the 
Development Loan Fund from the beginning has had authority to 
classify security information. 

Mr. Passaran. And that information could be denied this committee 
or other committees? Technically, you could withhold such infor- 
mation from us? 

Mr. Branp. We have had the experience of Congress asking DLF 
for information and we took the position that we have no classified 
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material in DLE which we had classified which we would not provide 
the committee. 

Classification made by other agencies is a different matter. We 
have no right to declassify it 

I think the paper might have been referring to a technical change 
bet ween classification by the State Department and the DLF. 

Mr. Passwanx. That has not given me a particle of information to 
enable me to answer a question, if the question is asked on the floor, 
and I wish you would check to see whether you overlooked some 
Statement. 

| repeat, in the Star of March 10, J noticed an article which states 
that the President has given DLF authority to put security classifi- 
eations on information and material. Heretofore, if was my under- 
standing that was the President’s privilege, but this article reports 
that the President is giving the DLF authority to do it. 

You say that is not correct ? 

Mr. Murrny. As I said awhile ago, IT have been under the im- 
pression that the authority to put security classification on material is 
an authority inherent in all the executive branch agencies. It is not 
one exercised only by the - resident. 

Mr. Branp. I hope when you point this out to the Congress you 
will also point out we submitted 111 pages of information pertaining 
to every detail of « every loan we have made, and it is 100 percent 
unclassified. 

Mr. Passman. I am just as confused now as when I started. Gen- 
tlemen, we shall establish that no such order went out or an order did 
90 Out. 

Otherwise, | do not know why this would have been newsworthy on 
March 10,1960, that eight agencies get secret power. I quote: 


ADDITIONAL AGENCIES AUTHORIZED TO CLASSIFY MATERIAI 


President Eisenhower has given eight more Government agencies authority to 
put security classifications on information and material. 

At the same time, the President has ordered that some 30 other Government 
agencies, boards, and commissions created since 1953 shall not have authority 
to classify information, 

A Presidential memorandum to the heads of all Government departments and 
agencies also provides that agencies established hereafter shall not have classi- 
fication authority unless it is specifically granted 

A White House announcement late vesterday described the President’s mem- 
orandum as “further action to insure that the free flow of information regard- 
ing governmental activities will not be hampered by improper use of security 
classifications.” 

Classification of security information is governed by a 1953 Executive order 

The President’s action yesterday gave authority for “original classification of 
information and material’ to the following eight agencies established since the 
1958 order: Council on Foreign Economie Poliey: National Aeronautics and 
Space Administration: Natioval Aeronautics and Space Council: Federal Avi 
ation Agency: Development Loan Fund: Federal Radiation Council: Office of 
Civil and Defense Mobilization, and the President’s Board of Consultants on 
Foreign Intelligence Activities. 


This included the Development Loan. If the President did not 
make that statement we want the record to indicate it. 

If he did make the statement, then vou have the right as an execu- 
tive branch to place security classifications? All T want to do is to 
clear up the record. 
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AVALLABILITY OF DOCUMENTS TO COMMITTEE 


Mr. Branp. I do want to get the force of this on the reeord—lI have 
had the right to classify since I have been Managing Director. It 
may have stemmed from some Executive order in the State Depart- 
ment when the DILF was part of the State Department, or it might 
have stemmed from some other place and this may be a clarification. 

I have had the right, and an important part of what I want to say 
is that even though I have exercised the right of classification, there 
is no document in the Development Loan Fund which has been 
classified by the Development Loan Fund which is not available to 
this committee. 

That is the important thing. Or any other committee of Congress. 


AUTHORITY TO CLASSIFY DOCUMENTS 


Mr. Passman. The Development Loan Fund does have the right 
to put security classifications on information and material / 

Mr. Brann. Yes, sir. 

Mr. Passman. It could apply to any congressional committee if in 
your judgment it should apply. 

Mr. Branp. We abide by the Executive rules; yes. 

Mr. Passaan. It is left 100 percent to your wisdom to decide where 
and when it should apply and to what committee / 

Mr. Branp. 100 percent is pretty high. I cannot go any further. 

Mr. Passman. When vou go 100 percent you could not go any 
further. 

Mr. Brann. 100 percent of our documents classified or unclassified 
are open for inspection by the Congress or any committee. I cannot 
go any further than that, Mr. Chairman. 

Mr. Passman. Then we will have to discount this article. 

Mr. Branp. As far as Tam concerned I do not pay much attention 
tothe newspapers. 

Mr. Passman. This is a news report from the White House. 

Mr. Brann. This is a quote from the Washington Star. 

Mr. Passman. I know. I just want to know how restricted we 
might be in the future. To am not worrying about. this year. 

Mr. Brann. We will be happy to search out the facts on that and 
vive them tothe chairman. 

Mr. Passman. All right, sir—to the committee, not just the chair- 
man. 

(The following statement was subsequently furnished for the 
record :) 


STATEMENT StupMittrep py DLE Wrru Respect to DLF AutTnoriry To 
CLASSIFY DOCUMENTS 


The authority of DLF to give a security classification to documents has no 
relationship to its furnishing information to the Congress. As pointed out by 
Mr. Brand, DLF documents are available to the Congress whether classified 
or not. 

Along with seven other executive branch agencies created since 1953 (the 
date of Executive Order 10501, which establishes agency authority to classify) 
the DLF received confirmation of its authority to classify documents in a 
White House memorandum dated March 9, 1960. This memorandum eliminated 
any doubt that the named agencies, which were set up subsequent to the 








380 


establishment of authority to classify, received that authority to the extent 
necessary. 

Mr. Passman. As Mr. Murphy is both the Inspector General and the 
Comptroller, I should like to ask him this question : 


DLF AUTHORITY TO CLASSIFY DOCUMENTS 


Is it your understanding, as both Inspector General and Com- 
troller, that the DLF has the authority to put security classifications 
on information and material? 

Mr. Murruy. Yes, it is my understanding. 

Mr. PassMAn. Thank you very much. 

Mr. Branp. And I do want to add that the Development Loan 
Fund will observe executive privilege. 

Mr. Passman. We have that established now. 


SUMMARY OF DLF APPROVED LOANS 


May we at this point in the record receive a list of all loans under 
the Development Loan Fund since its inception, by nations and 
totals which have been disbursed? We want it in detail. We want 
the total which has been disbursed, the total repayments in dollars 
and local currencies, and the nations which have repaid in dollars, 

Also, we should like a clarification for the record as to our under- 
standing that 3 years ago it was stated that the Development Loan 
Fund was for underdeveloped countries, and if we should exact re- 
payment in dollars we would defeat the purpose for which the loan 
was being made, that if we should exact dollars there would be no 
purpose in making the loan because they could take the export and 

earn dollars at the start. Do you recall that exchange? 

Mr. Mcrreuy. Yes; I do. As I recall it, the exchange addressed 
itself to the question of why as a uniform practice DLF should not 
do that. I do not believe it was intended to leave the impression at 
that time that the DLF would never take repayment in dollars. 

Mr. Passman. I did not intend to use the word “never,” if I did 
use it. Do you recall that comment / 

Mr. Murruy. Yes, sir. 

Mr. Passman. All right. 

Mr. Branp. We have devoted 58 pages of our report to the Congress 
on the subject of the description and status development loans. We 
have the amounts disbursed by each loan, the amount repaid by each 
loan, the amount of interest repaid, and it begins on page 39 of our 
report to the Congress. 


REPAYMENT OF LOANS 


May we divide your question into two parts, inasmuch as we have 
submitted what I understand to be responsive to the first part of your 
question ? 

You now want to know how much has been repaid in local currency 
and how much in dollars é 

Mr. Passman. Yes. Heretofore we have been given a list by the 
Comptroller-Inspector General showing the total loans by nation, 
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and the part which had been disbursed and the part which was a letter 
of commitment. 

Mr. Branp. I think this is it. 

Mr. Passman. If that is what it is put it in the record. If it is 
complete just put it in the record. 

You know what we want, Mr. Murphy. You have supplied it 
before. 

Mr. Branp. Pages 39 through 46 of the Development Loan Fund 
program submission to the C ongress shows you that information. 

Mr. Passman. Very well. We should like to receive mimeogr: iphed 
sheets if they are not too much trouble to make up, as you have given 
us in the past, for each member of the committee. 

Mr. Murruy. Very well. 


SUMMARY OF APPROVED LOAN AGREEMENTS 


Mr. Brann. We have also done what the committee asked us to do 
through the good offices of the chairman. It is a summary of the 
Development Loan Fund approved loan agreements and commitments. 

It shows the title of the loan, the country, the amount, repayability 
in dollars, repayability in foreign currency, interest rate, maturity in 
years, and status of the loan. I ‘believe that is all the information you 
are Now seeking. It is on the way to the committee now for insertion. 

That follows the procedure which was used last year at the sugges- 
tion of the committee. 

Mr. Passman. This is very good. Again we want to break it apart. 
We should like to receive this in two categories for simplicity. 

(The matter referred to follows :) 
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LimiTaTION ON ADMINISTRATIVE Expenses, DeveLopMENT LoANn 
FunD 


Program and financing 


$s 


| 1959 actual | 1960 estimate} 1961 estimate 














Program by activities: Administration (total obligations) -._.- | $1,214,078 $1, 820, 000 | $2, 150, 000 

Financing: Unobligated balance no_longer available.........--| 35, WIEN nsiecdsis Ec ecacnalanseieties sae mascara 
igual teenth ap ene Ree 

i ie a ld ane | 1, 250, 000 | 1, 820, 000 2, 150, 000 





Object classification 


1959 actual | 1960 estimate | 1961 estimate 

















So a ee a Te eee ee 
Total number of permanent positions_........-..-.....------- 74 | 124 178 
Full-time equivalent of all other positions..............-.-.._- 5 $ 3 
Average number of all employees_--.....-..---- idianthesilierdiacoiieaia 4 100 | 10 
Number of employees at end of year_-..-...-.--.---..--------- 68 | 120 | 17 
ES CAGr EO OTIS SONI 6 onc viiiniheencivncnebsocaacans 9.9 $8,205) 9.8 $8,118 | 9.5 $7, 604 

01 Personal services: 

I Rn a ices $447, 063 | $852, 700 $1, 297, 00 
Positions other than permanent.-.......-......--.--... 15, 559 | 30,000 | 20, 00 
I sD INI Ne 126, 840 109, S00 | 70, 00 
i Oth] ETOORA! GerWinds o-oo nncss--ssncoss a 589, 462 | 992, 500 1, 387, OM 
02 Travel___- ER KR eo ae OE aE 54, 081 120, 000 150, 00 
03 Trans portation of thing Re ae Se a 2 | 100 1% 
ea OO OI os sto niiaelbuinmainisinis-eaerenn 17, 629 | 31, 300 37,000 
05 Rents and _—_ services ad nals a caer cel ate cinbalanaresis 68, 694 | 111, 000 146, 00 
06 Printing and reproduction._.........--- Saieitaeiccnaies 35, 168 | 61, 400 53, OO 
07 Other contr: ti ial I a i a a 107, 420 | 53, 834 52, 355 
Services performed by other agencies__........-..------- 255, 304 | 333, 166 | 71, 645 
08 Supplies and materi Deg ee eee nn eer 9, 534 17, 200 22, 20 
a ci ainial 47,198 40, 600 41, OO 
11 Grants, subsidies, and contributions...........-.--.--...- 27, 750 57, 200 | $8, 500 
[> Rees OG MONON. 8... kc cctccnnen eee 836 1, 700 1, 0 





Ia NS 1,214,078 1, 820. 000 2, 150, 000 


Mr. Passman. We have the administrative expense limitation 
next. 

Do you have a statement on that, Mr. Director? 

Mr. Branp. I made a statement on this subject in my opening state- 
ment and I do not have anything to add to it at this particular time. 
It begins on page 17 of my opening statement and runs through 
page ‘29, 

Mr. Passman. Then your request for fiscal 1961 is for $2,150,000, 
which compares to $1,820,000 for fiscal 1960, and $1,250,000 for fiscal 
1959 ? 

Mr. Branp. That is correct. 


EMPLOY MENT 


Mr. Passman. What is the total number of positions which you 
expect to finance in fiscal 1961 ? 

Mr. Branp. 178, Mr. Chairman. There are two from ICA, also, 
making a total of 180. 

Mr. Passman. What number of positions did you request for fiscal 
1960? 

Mr. Brann. 165. 


Mr. Passman. How many do you have on the payroll for fiscal 
1960? 
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Mr. Branp. As of June 30, 1960? 

Mr. Passman. Fiscal 1960. We are now into the ninth month of 
that year. How many did you have on the rolls as of the last payroll 

eriod ¢ 

Mr. Branp. Actual employment in the Development Loan Fund 
now, if you refer only to the Development Loan Fund, is 103. 

Mr. Passman. You have 103 in the Development Loan Fund as of 
what period ? 

Mr. Branp. As of right now. 

Mr. PassMAn. But your request was for how many ? 

Mr. Branp. 165, but that mcluded 62 in the ICA, and in my 103 
employment figure I do not include the 26 ICA people which we are 
reimbursing for their services. 

Mr. Passman. You mentioned two a moment ago for ICA. 

Mr. Branp. At the end of 1961, we expect to have and we are 
asking, for 178 positions plus 2 inthe ICA. 

Mr. Passman. I am thinking now in terms of fiscal 1960, the cur- 
rent year. 

Mr. Branp. We expect to end this year with 124 in DLF. 

Mr. Passman. But you did request 165 ? 

Mr. Brann. We did. The 124 will also have, in addition to that, 
employees from the ICA, numbering 26, which will make 150. While 
we requested 165, Congress reduced our limitation, and therefore to 
make that reduction effective we went from 165 down to 150. 

Mr. Passman. We increased the overall from $1,250,000 to $1,820,- 
000 for fiscal 1960. 

Mr. Brann. I refer to the amount we requested for our limitation. 
That was reduced, and not referring to 1959 fiscal year. 

Mr. Passman. What amount did you request ? 

Mr. Branp. $2,050,000. Today we are requesting $100,000 more than 
we requested a year ago. We are asking for only 15 more employees 
than we requested a year ago. 

Mr. Passman. You will finish this fiscal year with 15 less em- 
ployees than you requested for fiscal 1960 ? 

Mr. Branp. Yes, sir. That is between our agency and those reim- 
bursables at ICA. 

Mr. PassMan. You will have 103 employees at this time? 

Mr. Brann. Plus 26 at ICA. 

Mr. Passman. How many do you expect to have in ICA at the end 
of the fiscal year ? 

Mr. Brann. Twenty-six. 

Mr. Passman. Do you have any employees in any other depart- 
ments being paid out of this appropriation ? 

Mr. Branp. No, sir. 

Mr. Passman. What is the actual number of positions that you 
reduced in order to live within the $230,000 reduction made by the 
Congress last year ? . J 
_ Mr. Branp. We made reductions in other ways except positions. 
The actual number of positions is 15, Mr. Chairman. 

Mr. Passman. With an appropriation of $1,250,000 for fiscal 1959, 
how many employees were involved ? 

Mr. Murpuy. 106 at the end of the year. 
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Mr. Passman. You received an appropriation of $1,820,000 for 
fiscal 1960, and you finish with how many ? 

Mr. Murpny. 150,an increase of 44 in personnel. 

Mr. Passman. Against an increase in the previous year of how 
many ? 

Mr. Murer. The 106 I mentioned for 1959 were all of the increase. 
You may ee that in fiscal 1958 DLF was not a corporation and 
was run by the Director of the ICA and the personnel were ICA 
personnel. 

In fiseal 1959 it was made a corporation, separate and independent 
from ICA, some personnel was switched, others hired, and they ended 
the year with 106 on board. 

Mr. Passman. Do vou think it is so complicated now that no one 
will understand it ? 

Mr. Mcurrenuy. Mr. Chairman, I understand it. 

I will try to explain it. 


OBLIGATION BY OBJECTS 


Mr. Passman. Would you submit for the record a comparison of 
the object class breakdown which you propose and what is called 
for in your present program / 

Mr. Brann. We have a breakdown in our presentation, but I be- 
lieve this is what the Chairman would like to have. 

(The information referred to follows :) 


y ' ; ] AD > # ; ; } 
SuMmmary con parison oO fisca ea L4AII-OL adiiin l € CL Penses, OY object 





services $589. 462 $992. 500 | $1. 387.000 $394. 500 
2 54, 081 120, OM ( », OO 
O03 I yg > 1M ( 0 
04 ( 7, 620 31, 300 37, 000 + 700 
OF tilit 8, 644 l wn 146. (« 5.0 
06 nd luction 36), 168 61, 400 53, 000 8, 400 
7 2,724 387, OOM 224, OOM 163, 000 
OS i } 7, 200 29 WM) +5 O00 
9 47, 198 40. 600 41. 000 L 4(\() 
1 ¢ ts, 1 ind contr ns: Cor 

to the retirement fund 97.750 57. 200 R8, 500 31, 300 

laxes and assessments St 1, 700 1, 200 - 500 

Total obligations or limitations 1.214.078 1, 820, 000 2, 150, 000 +330, 000 


COST OF REPORT ON PROPOSED STAFFING 


Mr. Passman. I note that you are basing your proposed staffing for 
fiscal 1961 on a report made by Touche, Ross, Bailey and Smart. 
How much did that survey report cost, and did you request funds 
last year for that purpose ? 

Mr. Branp. The survey cost $12,500. 

We did not request funds specifically. 

Mr. Passman. From what category did you take the funds for this 
survey ? 

Mr. Murerty. Object class 07, other contractual services. 
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TRAVEL 


Mr. Passman. You are requesting an increase of $30,000, bring- 
ing the total up to $150,000, for travel. Have any of these travel 
funds been used by DLF officials to encourage foreign governments 
to make loan applications to DLF ? 

Mr. Branp. Not for that direct purpose. 

Mr. Passman. Indirectly? 

Mr. Brann. It might have that effect. 


RENTS AND UTILITIES 


Mr. Passman. You are requesting an increase of $35,000 for rental 
of additional office space. Where is your staff now located in Wash- 
ington, and what is the amount of your annual rental bill? 

Mr. Branp. Our staff is located at 1025 15th Street, on the corner 
of 15th and L, and the rental figure, which includes all services, 
js-—- 

Mr. PAssman. With the exception of telephone ? 

Mr. Brann. Yes—$109,200. 


INCREASE IN PERSONNEL 


Mr. Passman. Again, you are requesting how much increase in 
personnel ¢ 

Mr. Branp. 178 who would be housed in our quarters. 

Mr. Murpnuy. The increase is 15 over the number requested for 
1960. 

Mr. Branp. Fifteen over our request of last year. It is an increase 
of 28 over the total number of 150, including 24 DLF statf we have 
under the present appropriation limitation which has been approved 
by the Congress. 

Mr. Passman. Under this administrative expense limitation you 
are requesting an increase of 15 in personnel, but you are requesting 
an increase of $35,000 for rental space to be added to the $109,200 
under the 1960 contrac t;is that correct ? 

Mr. Branp. It is not quite that way, Mr. Chairman. 


INCREASE IN RENTAL 


Mr. Passman. Are you requesting an increase of $35,000 for rental, 
in addition to the $109,200 2 

Mr. Brann. We are, sir. We are requesting $144,200, which is an 
increase of $35,000, and when I reviewed the testimony last year I am 
quite aware it was said we would not need additional space. Unfor- 
tunately hindsight is a little better than foresight and the need has 
been incurred, not on the basis of the increase of 15 over the initial 
1960 request, but on the basis of the actual facts which exist today. 
This is the difference between 150 total DLF and ICA positions and 
178, which is 28 more people in total and 54 more than will be in the 
present DLF building on next June 30. 
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Mr. Passman. But if the overall appropriation should be less, and 
the administrative limitation should be less, it would follow you would 
have fewer employees, and you would not need this increase in space ? 

Mr. Branp. I do not quite go along with that. 

Mr. Passman. I said “if.” 

Mr. Branp. No; the mere decrease of limitation will not wipe out 
entirely the need for new employees. In my opinion we need new 
employees for the purpose of implementing a billion dollars in loans 
today, and not just for the purpose of making new loans. 

Mr. Passman. If the Congress, in its wisdom, should start this 
thing down the hill, rather than climbing a steeper hill, then what 


I have suggested would naturally follow, that you would not need 
this increase in rental space. 


TRANSFER OF ICA PERSONNEL TO DLE ROLL 


Mr. Branp. You will remember that I mentioned part of plans to 
place people on our own staif instead of continuing to pay ICA for 
26 people. It will make no difference there. ‘Those are not new em- 
ployees nor is it new expenditure for which we are asking. 

If the Congress, in its good wisdom, reduces the amount of funds 
for the Development Loan Fund as time goes on, then the chairman’s 
observation is completely correct, but it would not be in fiscal 1961 
in my judgment because of the tremendous burden of implementing 
present loans unless Congress wishes it to be run in an inefficient man- 
ner, which I know Congress does not wish. In 1961 I do not think 
we can effect a reduction and carry on efficiently. 


LOCATION OF ADDITIONAL SPACE REQUESTED 


Mr. Passman. Do your plans call for this additional space in the 
building you now occupy or do you plan to establish quarters else- 
where? 

Mr. Branp. The plans call for additional space elsewhere. I am 
not convinced myself that we can know the exact extent to which that 
may be necessary. In other words, I will not be dogmatic and make a 
statement that is categorical that we need X number of square feet 
elsewhere. 

We will do everything we can to conserve as much space as possible. 
Staff within our organization have advised me that there will be space 
right across the street in a building where we can house the additional 
people. 

OCCUPANCY AND COST OF PRESENT SPACE 


Mr. Passman. Approximately what percentage of the square foot- 
age do you occupy as compared to the total number of feet available 
in the aang 

Mr. Branp. I don’t understand the question exactly. 

Mr. Passman. Do you occupy all the space in the present building? 

Mr. Brann. Yes; we have eight floors. 

Mr. Passman. What is the total space / 
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Mr. Branp. The total space is described on page 48 of our justifica- 
tion. Itis 19,645 square feet. 

Mr. PassmAn. What is the cost per square foot ? 

Mr. Branp. $4.58 per square foot. 


COST PER SQUARE FOOT OF ADDITIONAL SPACE 


Mr. Passman. The building across the street will cost what rental 
per square foot ? 

Mr. Brann. The same cost, applied to 8,100 square feet which we 
would seek if Congress approves. 


OCCUPANCY AND DESCRIPTION OF PRESENT SPACE 


Mr. PassmMan. You are occupying the entire eight floors? 

Mr. Branp. Yes. 

Mr. Passman. Entirely for the Development Loan Fund ? 

Mr. Branp. That is right. I hope the chairman will be able, and 
other members of the committee will be able, to visit us. When you 
speak of a floor it is a little bit of an exaggeration. On most of the 
floors there are something like six offices on each floor. 

Mr. Passman. I am familiar with it. 


PERSONNEL REQUIREMENTS 


Mr. Branp. In my bank I don’t need engineers and the kinds of 
staff we need for this type of business 

Congress put this mandate on us to have this engineering in section 
517. I think we should have it. 
I personally think we should have it, anyway, Mr. Chairman. 


INCREASE WORKLOAD BECAUSE OF TWO LOCATIONS 


Mr. Passman. Would it not increase the workload by having your 
staff quartered in two different locations ? 
Mr. Branp. Yes, sir. 
STORAGE SPACE 


Mr. Passman. Would it not be better to look for storage space else- 
where and endeavor to keep your st: tall in the same building? 

Mr. Branp. We happen to have a very advantageous rental propo- 
sition now in my opinion at $4.58 per square foot. It will be difficult 
to duplicate that in a new building which has facilities such as you 
mention. 

Mr. Passman. I speak of storage space now. Would it not be bet- 
ter to try to find storage space for excess papers and printing and try 
to utilize this space so as to keep your staff in one building and intact? 9 

Mr. Branp. Other than files we have no storage needs, Mr. Chair- 
man, and we do not think our files should go out of the building. 

In making loans notes and other documents which are important 
must be on hand. 

Mr. Passman. I am not referring to the current files. Neither doI 
speak of the loan applications. 
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In an organization of this size you are bound to have a lot of space 
used for storage space. 

Mr. Branp. I am very happy to tell you, Mr. Chairman, we do not 
have many forms. We do not even have an application form. We 
are not encumbered with the redtape that might be expected. 


USE OF PERSONNEL 


Mr. Passman. For what purpose do you use these 150 employees? 

Mr. Brana. They are certainly not used to make out forms. 

Mr. Passman. In what categories do they fall? How many would 
be in the secretarial group / 

Mr. Branp. If you will look on page 20 of our presentation 

Mr. Passman. Certain questions we ask pertaining to this overall 
operaiton must go in the record so those ac the hearings can—— 

Mr. Branp. May I insert that table in the record? It is found on 
page 22 of the blue book. It gives totals by office, and the number 
of secretaries, messengers, loan officers, economists, engineers, senior 
officers, everybody that works with the Development Loan Fund. 

(The information referred to follows :) 
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TENDENCY OF AGENCIES TO GROW 


Mr. Passman. Agencies have a tendency to grow. 

Mr. Branp. I will agree with you on that observation, that agencies 
have a tendency to grow. I have to take a good deal of pride, coming 
in as manager of this agency looking over the situation and studying 
it carefully, and asking for an increase of only 15 employees over 
what was requested for 1960, when I know that the magnitude of the 
work in the next year may almost double. 

I think we are running under modest conservative methods and 
the amount of money we are asking over my predecessor’s request is 
only $100,000. 

I am trying my best to hold it down and, in fact, I shall be very 
proud when they pin the epiti ah on my grave to have it noted that 
we did not reach bureaucratic proportions. My opinion is that we are 
not reaching those proportions. 

Mr. Passman. We will help you in every way we can to keep you 
— doing so. Rest assured of that. 

I do notice you are asking for $1 million more, however, than you 
did in fiscal 1959. 

Mr. Branp. Not than I did. I understand that the current request 
is $650,000 more than requested in 1959. 

Mr. Passman. Your predecessor. These agencies have a way of 
changing heads rather often. 

Mr. Branp. I hope the record will show this agency never has had 
more than two heads myself and Mr. MeIntosh. We have not 
changed so often. 

Mr. Passman. When it was new it had only one head. 

Mr. Branp. In the second place, Mr. ee an, I do want to point 
out that I testified very frankly the other day that I felt, from a 
business standpoint, that the needs of this agency had been grossly 
underestimated when it started. I st: al on the record of that state- 
ment. 

Mr. Passman. I will admit that it is growing rapidly enough to 
justify some increase in personnel. 

Mr. Branp. When Congress has appropriated the money it has, it 
takes people to handle it. These loans must be made carefully and 
intelligently or they will not serve the purpose Congress intended. 

Mr. Passman. I certainly concur with that. The Congress, witha 
lot of encouragement, did appropriate the fuuds. 


POSITIONS FOR WHICH ICAIS TO BE REIMBURSED 


What are the two positions for which you expect to reimburse 
ICA under object 7 ? 

Mr. Brann. — is for handling cables and one for security. 

Mr. Mourrny. Physical security, Mr. Chairman. 


FIELD AUDITS 


Mr. Passman. What is this item for costs of field audit of DLF 
loans? 

Mr. Branp. I think Mr. Murphy might respond to that because 
it would be under Mr. Murphy’s general jurisdiction. 
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You are distinguishing from audit in the Development Loan Fund 
offices ¢ 

Mr. Passman. Yes, I speak of field audits. 

Mr. Branp. It is found on page 47 of the blue preparation, and it 
has $100,000 as the amount estimated for field audits of DLF loans. 
The estimate assumes about 20 audits to be performed, including 
5 man-years of audit staff, and an equivalent amount of foreign loc: ils, 
half a man-year of audit supervisory time, together with necessary 
travel and per diem. 

Mr. Passman. Of the $100,000 for field audits of the DLF loans, 
does it cover salaries ? 

Mr. Brann. Everything. 

Mr. Morruy. Salaries and travel. 

Mr. Passman. How many loans do you expect they will audit? 

Mr. Branp. Twenty different audits. Might I give the details? 

Mr. Passman. You are requesting $100,000 for field audits of 20 
loans ¢ 

Mr. Branp. Yes, sir. 

The details are these: 5 man- years audit staff, GS-12, $8,341 a 
year, plus ove rhead, plus retirement, $53,096. 

Second, 5 man-year locals at $2 500, $12,500. 

Three, one-half man-years audit supervisor, GS-14, $11,357, plus 
overhead, plus retirement, $6,916. 

Travel, four audits per man-year, two audits per trip, five auditors, 
two trips each at $1,500, $15,000. 

The final figure is a per diem, 2 months per audit (excluding 1 
month in Washington) 60 days times 20 salita times $12, $14,400. 
The total comes to $101,912. We rounded that figure to $100,000. 

Mr. Passman. Then that is costing us about $5,000 for each loan 
just for the field audit ? 

Mr. Brann. Yes. 

Mr. Passman. What is the smallest loan you have made? 

Mr. Branp. $190,000 is my recollection. 


AUDITING PROCEDURES 


Mr. Passman. Do you audit these loans before they become delin- 
quent? What kind of auditing do they do on a loan which already has 
been passed as being sound, and everything has been approved ? 

Mr. Branp. We are now setting up auditing procedures to conform 
with the recommendations of this group of private auditors that you 
just mentioned. Our current field audits have been limited because our 
disbursements have not reached the stage where the audit is a feasible 
transaction, but they are now approaching that, and our procedures 
will be set up, and at a later date I can give the chairman the proce 
dures. Iam unable to doso now. 


PURPOSE OF AUDITING A PREVIOUSLY APPROVED LOAN 


Mr. Passman. What do you audit if the loan is completely current 
and these people are meeting their obligations ? 

Mr. Mureny. We audit to be sure that the borrower actually used 
the money for the purposes intended when it was loaned to him. We 
want to be sure materials, equipment, and other expenditures involved 
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were associated with the project. We want to be sure they actually 
arrived at the project and were installed, that they conformed to the 
regulations of the DLF as to procurement, and they did not pay exces- 
sive prices. It is a general financial audit of the loan to see the money 
was spent as intended by the loan agreement. 

Mr. Passman. This was an outside firm of auditors which brought 
up this recommendation ? 

Mr. Murrny. No. sir. The idea to do the auditing has been present 
ever since the organization was established. 

The question passed to the outside firm was how best to organize to 
approach this audit and to give advice on the scope of the audit and 
that type of thing. 

ICA PROGRESS REPORTS 


Mr. Passman. Do we not have ICA representatives out there al- 
ready giving you reports on the progress? Do you not get progress 
reports ¢ I showed you one this morning indicating certain projects 
95 percent comple ‘ted, another 88 percent completed, and so on. 

Mr. Murriry. [CA projects. 

Mr. Passman. Do you get those progress reports without this 
auditing report ¢ 

Mr. Murpriry. No, sir. Those to which you refer were ICA projects. 


COST OF AUDITS 


Mr. Passman. You have audits in that field. Notwithstanding the 
fact that you made a loan, and you considered it on the basis of the 
integrity of the individual or the nation, the loan is being repaid on 
the due date, and you still will spend an average of $5,000 per loan now 
outstanding to get the machinery set up for future audits ? 

Mr. Branp. That is our viewpoint at the moment. 

Mr. Mureny. I think it would compare very favorably to reason- 
able commercial standards, Mr. Chairman. You take a big contractor 
entering Into a construction project, and they will hire a firm of certi- 
fied pub lic accountants to audit the project as if goes along. If it is 
any size of project he will never get the job done for as little as $5,000, 

Mr. Passman. To me it appears excessive that you will spend 
$100,000, which is an average of $5,000 per loan now outstanding. 
Do you have any delinquent loans ? 

Mr. Branp. That statement is not according to record. 

Mr. Passman. What is not? 

Mr. Brann. It is not an average of $5,000 per outstanding loan. It 
is an average of $5,000 for the loans that we on a test basis choose to 
audit. There are 116 loans outstanding. 

I do want to make the statement that when we have loans approach- 
ing in these various categories of loans, amounts in excess of $20 
million, for example, the Morrocco loan which you mentioned the other 
day for $23 million, we had loans in the Export-Import Bank, and I 
personally know we had transactions involving over 7.000 orders. I 
think when you check those it would be a very small figure if you 
put it on an average basis—less than $1 per transaction. 

[ personally think that an audit is absolutely necessary, and as long 
as Tam Managing Director, we will have test audits in the field. 
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TOTAL NUMBER OF LOANS TO BE AUDITED 


Mr. Passman. Test audits are all right. You mentioned 20 loans 
and then you mentioned 16. Which is it ? 

Mr. Murruy. The total number of loans and guarantees is 116. 
Twenty will be selected for test audits to see that the transactions 
being carried out under the loan are what were contemplated when 
the loan was made, that the U.S. money actually is being used for the 
purpose intended. 

Mr. Passman. That is 20? 

Mr. Murreny. That is right. 

Mr. Passman. Yousaid 16? 

Mr. Branp. One hundred and sixteen, the total number of loans. 


SCOPE AND COST OF AUDITS IN FUTURE 


Mr. PassmMan. So this item could double or triple in just a matter 
of time if you decide you want to: audit ever Vv one of them ? 

Mr. Branp. Yes, but if we find everything is satisfactory it could 
reduce to 50 percent. 

Mr. Murpnuy. The results of the test will determine that. 

Mr. Passman. Does your experience with other lending agencies 
indicate that you shoul Lhave this system ? 

Mr. Murpuy. Yes, sir. 

Mr. Passman. Why would you not profit by the experience of oth 
ers? You state it could be decreased. What h: ap ypened in other agen- 
cles when they started off? Did they wind up increasing or decreas- 
ing? 

Mr. Mcureny. I could not say. I think it will vary from borrower 
to borrower and country to country. I have no doubt we will go into 
some countries and do audits and find nothing irregular, and every- 
thing satisfactory. We may go into other countries and find substan 
tial irregularities in loans. 

Mr. Brann. Mr. Chairman, I think this would depend on the ratio 
of volume of business of the Development Loan Fund to the amount 
of money the Congress appropriates for loans. As our loans increase, 
it stands to reason that audits may properly have some increase. I 
think only experience can tell us. I do not think anybody would ques 
tion the proce edure of m: iking audits and doing it in this fs ishion. 

Mr. Passwan. You rest assured this committee will question you 
every time you come before us. We want to get all the information we 
can. The time will never come when this committee will make recom 


mendations based merely upon a lot of requests. We shall examine 
vou. We shall be just as courteous as we can, but we will ask a lot of 
questions. We want to know something about it. The procedure 


may be sound and proper, but I have a perfect right to ask these 
questions so I can understand what this might lead into in the future. 
If there should come a time when this committee or any other commit 
tee does not have the right to get all the information it can, then we 
would be lost. We are not trying to quar 6 with you. We are trying 
to find out what you are doing, whether it is normal, what the experi- 
ence has been with others. We are pws it just as constructively as 
ve know how. 
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Mr. Branp. We hope we shall be able to respond to every question t 
this committee asks and give you all the information that we have in I 
our hands. 

Mr. PassmMan. That is exactly what we want and expect, and we 
are pleased to know that is the way you feel about it. 

(Off the record.) 





Mr. Passman. Weshall recess until 2 o’clock this afternoon. 


\ 
; 
AFTERNOON SESSION 
Mr. Passman. The committee will come to order. 
CENTRAL BANK OF THE PHILIPPINES 

Is the Central Bank of the Philippines a U.S. bank or is it owned 
by the Philippine Government 

Mr. Branp. The Central Bank is a Government bank, but not United 
States. It isa bank the same as our Federal Reserve Bank here. It is 
their bank of issue. 

Mr. Passman. You madea$b5 million loan to that bank ? 

Mr. Branp. It isan allocation. 

Mr. Passman. Allocation and loans would be different categories! 

Mr. Branp. The same. 

Mr. Passman. It would be a loan when the check is presented ? 

Mr. Brann. Yes, sir. 

f 
FIRST COMMERCIAL BANK OF TAIWAN 

Mr. Passman. The First Commercial Bank of Taiwan. Is thata 
Chinese bank ? 

Mr. Brann. Yes, sir. These are guarantors. The China Develop- 
ment Corporation is the borrowing agency. 


ain am sorry. I am looking at the wrong line, Mr. Chairman. It is 
500,000 for the First Commercial Bank. It is described in detail 
on n page 64. It isasolely owned Chinese bank. 

Mr. Gary. Chinese Government ? 

Mr. Branp. These are banks in which private and public capital 
are joined. There are four borrowers under the $2.5 million: The Hua 
Nan Bank, the Chang Hua Bank, and the First Commercial Bank, 
which have private funds, and the Central Trust of China is a public 
bank. 


FOUR CHINESE BANKS 


Mr. Passman. Earlier we were discussing one $10 million loan to 
the industrial development bank, but you have four banks in Taiwan: 
The China Development Corporation, $10 million; the First Commer- 
cial Bank of Taiwan, $2,500,000; the Chang Hua Commercial Bank 
and Hua Nan Commercial Bank, Ltd., and Central Trust of China 
Land Bank of Taiwan, $686,000. So it is really four banks, and the 
amount would be $23,186,000. Is that correct ? 

Mr. Branp. My figure, Mr. Chairman, is $13,186,000, but your 
observation is correct that these are the banks, and the amounts you 
listed are correct. I think the paper shows it. It is easy to run it 
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together that way. I think our presentation is not good in that 
respect. 
INVESTMENT INCENTIVE FUND 


Mr. Passman. Mr. Murphy, did the investment incentive project 
for small loans come out of the special assistance item ? 

Mr. Murpny. Yes, sir. 

Mr. Passman. In what amount last year, in fiscal 1960? 

Mr. Mureny. The obligations are estimated at—— 


ALLOCATION OF INVESTMENT INCENTIVE FUNDS 


Mr. Passman. What is the amount you have allocated so far? 

Mr. Murpny. $214 million. 

Mr. Passman. Is this new, or did you have it in previous years? 

Mr. Mcrpeny. This is new. I would say, Mr. Chairman, we probably 
have done similar type activity in past years, but it was not selected 
out for concentration as a special program as in 1960. 

Mr. Passman. It isnowa special program ¢ 

Mr. Murrny. Yes. 

Mr. Passman. You have allocated $2,500,000? 

Mr. Murpeny. That is correct, sir. 

Mr. Passman. What amount have you obligated through the last 
period ? 

Mr. Murrny. I do not have the details on that with me, Mr. Chair- 
man. I would be glad to get that and supply it for the — Be- 
ing financed from the special assistance appropriations, I did not 
bring the records for that with me today. 

Mr. Passman. At a subsequent date we shall go into the special 
appropriation in its entirety, showing where it has been used. 

Mr. Murrny. Yes, sir. We will have complete details. 

Mr. Passman. You plan to allocate out of this year’s special as- 
sistance a similar sum, more or less? 

Mr. Murpny. $214 million this year. 

Mr. Passman. How about for fiscal 1961! 

Mr. Murrnuy. The proposal is for $2 million, a smaller amount, a 
20-percent reduction. 

Mr. Passman. You do not know what amount of the $2,500,000 you 
have allocated has been obligated ? 

Mr. Murpny. No, sir, I do not at the moment. It is possible I 
might have the answer in my briefcase. 

Mr. Passman. That is all right. 

Mr. Murpuy. I can insert it in the record later. 

Mr. Passman. Very well. 

How soon after the Congress passed the appropriation bill did you 
start allocating funds for this purpose ? 

Mr. Murpuy. Actually, Mr. Chairman, they commenced allocation 
of the funds even before the : appropriation. As you know, we oper- 
ate under a continuing resolution. We try to restrict our programing 
activities between July 1 and the date of enactment of the appropri- 
ation act to the minimum possible things to be done until we know 
finally what amount has been appropri: ited, 
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NUMBER OF COUNTRIES SERVED BY INVESTMENT INCENTIVE FUND 





Mr. Passman. You do know in how many underdeveloped coun- 
tries you had a program under the investment incentive project / 

Mr. Murrpny. No, sir, I do not offhand. Again I have that detail 
in another book. 

Mr. Passman. I believe we would like to have that information at 
this point. 

(Ott the record.) 

Mr. Murruy. Your question, Mr. Chairman, was how many coun- 
tries / 

Mr. Passman. Yes: how many countries. 

Mr. Mcrreny. Ten countries, Mr. Chairman, during fiscal vear 
1960. 

ESTIMATED OBLIGATION BY COUNTRY. FISCAL YEAR 1960 


Mr. Passman. Then, on page 61, under the caption “Estimated 
Obligation by Country, Fiscal 1960,” for the purpose of educating 
these people as to how to operate banks or lending institutions, you 
have $350,000 for Thailand, $355,000 for Taiwan, $150,000 for Greece, 
S$ LOO.000 om Israel, S200.000 for Ghana, $150,000 for ¢ ‘eylon, $125.000 
for Nepal, 250,000 for India, $125,000 for Ecuador, $280,000 for 
Argentina. Ts Argentina considered an underdeveloped country / 


Mr. Murrny. Yes, sir. 
WORLDWIDE SURVEYS 


Mr. Passman. Worldwide surveys, $240,000. What is meant by 
worldwide surveys? What would they accomplish 7 

Mr. Murruy. These would be attempts to determine where in the 
various countries the investment climate for attracting private capi- 
tal leaves something to be desired, where they might be a contribu- 
tion to improve that climate through the deve lopme nt of an institu- 
tion which would attract private capital into an institution to be made 
available for loans. 

Mr. Passman. Then in this phase of it, there really would be three 
steps: The worldwide survey would establish countries in which you 
may be able to establish institutions which might be able to build 
an organization that could acquaint themselves with policies of bank- 
ing and lending. 

Mr. Murrny. Yes, sit 

Mr. Passman. There are really three phases of it. 

Mr. Murruy. That is right. 


WORLDWIDE TRADE ASSOCIATION ASSISTANCE, AND SO FORTH 


Mr. Passman. Then you have the worldwide trade association 
assistance, specific investment opportunities, investigations and tech- 
nical aids, $175,000. What do they do? 

Mr. Murreny. These are studies where there is an interest expressed 
on the part of some U.S. entrepreneur who is interested in an in- 
vestment overseas Ina particular field, where the investment incentive 
program would assist that businessman in running down the situa- 
tion in & given country as far as the prospects for a business enter- 
prise are concerned in a particular field. 
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Mr. Passman. This is slightly complicated to a layman; is it 
not © . . . . . 
Mr. Murriry. Yes, sir, itis. It isan involved process. 


OVERLAPPING INTO OTHER TECHNICAL AID PROGRAMS 


Mr. Passman. In the book it says, on page 61, (b), to finance tech- 

nical assistance, to establish and strengthe n local institutions, and spur 
saivade investment, industrial development centers, development 
credit institutions, investment promotion centers, and others. 

I think the record should show at this point to what extent this 
operation would overlap into other technical aid programs we have 
roing. 

Mr. Murpny. I think the honest answer to that, Mr. Chairman, is 
- it would not overlap. As the program is developed under this 

vestment incentive program and an opportunity really to go to 
oe in a country to produce something occurs, it would switch from 
here into the regular technical cooperation program, but they are not 
duplicating each other in any one place at one time. 

Mr. Passman. Not at one time, but one comes out and the other 
moves In. 

Mr. Murreny. That is right. There would be a switch over as a 
program got unde : way and it was possible. 

Mr. Passman. I did not mean to confuse myself or you, either. If 
one technical operation moves out, this one could move in and do 
the same work. 

Mr. Murenuy. Yes, sir. It is more likely to happen the other way, 
though. This one would move out and the regular technical coopera- 
tion would take over. 

Mr. Passman. I thought the two with which this committee deals 
most frequently, the U.N. technical aid program and the U.S. tech- 
nical aid program, were just about in every field. You mean that 
thisone may get in ahead of the regular technical aid ? 

Mr. Meureny. Activity under this program might well precede 
regular technical cooperation program in this field. 

Mr. Passman. To what extent. would you place this program in 
the technical aid field where we have programs already voing or we 
have programs planned ? 

Mr. Murpiry. As T say. as the opportunities develop in a given 
country to expand activities in this field and in the development of 
institutions, it probably would move into the regular technical coop- 
eration program of that country. Activity unde r this account would 
Cease, 

Mr. Passman. You understand how I would be confused. 

Mr. Murrny. Yes,IT ean. It is ve ry easy to become confused. 

Mr. Passman. You are agreeable to my suggestion that this is a 
duplication, or one comes out and the other goes in, or one goes in 
and the other comes out. I think we should discuss it at leneth later 
and find out to what extent these programs are duplicating. It is 
becoming too complicated. Mr. Murphy. 

Mr. Murreny. When Mr. Saccio comes, Mr. Chairman, he will be 
prepared to give you the full details on the apes ‘al assistance activity 
and its relation to technical cooperation much better than T could. 
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Mr. Passman. Thank you very much. 
Mr. Moureny. Thank you. 
Mr. Passman. Mr. Gary ? 


REPAYMENTS PRESENTLY BEING MADE ON DLF LOANS 


Mr. Gary. Mr. Brand, have any of the loans made up to the present 
time by the Development Loan Fund reached the point that repay- 
ments are beginning to be made? 

Mr. Branp. Yes, sir. We have a schedule of our repayments to 
date, Mr. Gary, to which I shall refer. The total of the repayments is 
shown beginning on page 41 and continuing to page 46. The total in 
all areas of repayments, $3,067,692, and the interest earned, $ By 315,880, 
I am giving you these figures as of December 31, 1959. I shall be 
glad to supply figures which are later than that, "Mr. Gary, if you 
would like them, say as of March 1. 

Mr. Gary. Yes; I think that would be well. 

Mr. Branp. I shall also be glad to give it to you in dollars as well 
as in local currency. 

Mr. Gary. What I would like to know is: What portion of those 
repayments was made in dollars and what portion was made in local 
currencies / 

Mr. Branp. I am advised, Mr. Gary, that our February 1 figures 
are perhaps the latest available accurate and current figures that I 
can give you. We gave our table—the only copy I have—this morn- 
ing to the reporter, on the loc al currency repayments by country. It 
gives both the dollar and the local currency repayments. 

(Off the record.) 

SUMMARY OF RECEIPTS 


Mr. Br. snp. Mr. Gary, here are the figures which are in the record. 


(The tabulation referred to follows :) 


Summary of receipts, Dec. 31, 1959 














Repayments | Interest | Total 
| earned | receipts 
ee a a inked | ataieiamaceamanal 
i al j $59, 000 $89, 218 | $948, 218 
Local currencies: ! 
POIROT 2 OED oe. Cocenabnkagonhinenckamabonenennen 30, 000 | 30, 046 60, O4f 
I I oo 1 epaltsienncninemniaienindnis 0 } 7,078 | 7, 078 
DRO TRIM CECI f crcccachwetacnecnmmmem deal oie 35, 123 | 114, 339 149, 42 
I ee ee ce priginciey eeu eminmuree =< O4 47 4 
Tn (et... a cn cmaebbenahetnethinwn sania 25, 000 | 3, 717 28, 7 
Guaranies (Paraguay)... 10, 000 | 32, 157 | 42,1 
Bolivianos (Bolivia 0 | 43, 909 | 43, 909 
Cruzieros (Brazil) i : 0 |} 6, 078 } 6, 578 
In aul cere artnieksienaneuaioe 0 | 255 a 
G des I a a ee eee 0 118 18 
a st] 000} 18, 208 28.8 
i | 100 000 | 663 847 768 al 
ON EE EE ERS EOE Ra RL ME 30 000 162, 985 | 192 B 
Sr SURO on en tka nsbcodeadihasehioebnsdcasohuseeusan 11,871 | 7 19 | 16 = 
ST Sib Ct A i et 50, 000 | 5 718 65, 7 
coe (India) mete eerste ers 2, 266, 667 1, 202. 308 3, 468, 975 
SI AO RUIN cian sescanwbn snaeerinenncnneecees 440, 030 121,191 | 561, a 
ee = cancel een 
Inn I oa a hinaemicieuiebunbieiedea | 3, 008, 691 2, 426, 660 , 435, 35 ; 
Pn ng a e  wlecrminaipanie 3, 067, 691 | 3, 315, 878 6, 383, 569 
Se 








1 In dollar equivalents. 
NotTe.—See p. 434 for similar table as of Feb. 1, 1960. 


I shall give you this tabulation to refer to. ) 
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Mr. Branpv. The dollar repayments and the other repayments in 
local currencies are broken down by loan in our red book presentation 
between pages 41 and 46. These are merely cumulative figures which 
I am referring to in the exhibit, which we presented for the record 
thismorning. The total of those figures is $6,383,569. That includes 
all earnings and repayments, interest, and principal repayments 
through December 31, 1959. 

Mr. Gary. The Soenmante in dollars is the difference between the 
$3,067,691 and the $3,008,691 ; is that correct ? 

Mr. Brann. That i is correct. 

Mr. Gary. ae neh which was paid in dollars is the difference 
between the $3,315,878 and the $2,426,660 ¢ 

Mr. Bnawn. = hat; is correct, sir. 

Mr. Gary. The total dollar receipts is the difference between $6,- 
383,569 and $5,435,351 ? 

Mr. Branp. Yes, Mr. Gary; that is correct. 


USE MADE OF LOCAL CURRENCIES 
Mr. Gary. What use are ia making of these local currencies? 

Mr. Branp. Actually, Mr. Gary, we have made no allocation or 
use of the local currencies to date because they have just begun to 
come in. These payments are reflected in the last few months of 
our last fiscal year, and they have not accumulated in such proportions 
in any country, except India, that we have had any discussions of any 
substance on the matter. 

I believe I referred to our discussions with the Finance Minister 
of Pakistan looking toward this problem. We have not made any 
loans to India during this particular period. We believe very strongly 
and earnestly that we must consider the local currency accumulation 
and put it to useful service. It means that we must give some thought 
to loans for local currency cost as well as foreign exchange cost, but 
the dollar portion of our loans has gone for the most part for foreign 
exchange cost and in very minor part for the local currency cost, in 
those instances not in countries where we had any accumulation at 
all, in the U.S. Government, not just the Development Loan Fund. 
Tam referring specifically to Peru and Ecuador. 


REPAYMENTS NOT DEPOSITED TO GENERAL FUND 


Mr. Gary. These repayments and this interest are not paid into the 
general fund of the Treasury ¢ 

Mr. Branp. The repayments are paid through the Treasury De- 
partment. The dollars and local currencies are for the DLF account. 
They are revolving funds, in other words, Mr. Gary. 

Mr. Gary. They are held in the Treasury in your special account, 
so they do not go into the general fund of the Treasury. 

Mr. Branp. You are exactly correct, sir. 


EXPENSES OF OPERATION 


Mr. Gary. Do you pay your expenses of operation out of these 
funds? 

Mr. Branp. We pay our expenses of operation by the limitation on 
our appropriated funds. My understanding is that we do not pay it 
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out of these funds because these funds are revolving. Am I correct 
in that ? 

I am advised that these earnings become part of the general funds 
which may be used by the Development Loan Fund for expenses, and 
whether or not it comes out of appropriated funds or the earnings 
makes no difference. 


USE OF LOCAL CURRENCIES TO PAY EXPENSES 


Mr. Gary. Then would you use these local currencies wherever 
possible to pay your expenses in the local countries ¢ 

Mr. Branp. Actually, I think the way it works is that we buy the 
dollars from the U.S. Treasury Department when we use local cur- 
rencies—— 

Mr. Gary. You mean you buy the local currencies with dollars / 

Mr. Brann. We buy the local currencies from the Treasury Depart- 
ment. 

Mr. Gary. Why could you not. use these local currencies ? 

Mr. Mvreuy. I think in point of fact, Mr. Gary, they could use 
local currencies. The only thing is, they would have to be sure to 
charge off the dollar equivalent of the portion used against the limita- 
tion of administrative expenses for that fiscal year. In other words, 
if in Pakistan they used $100,000 worth of rupees, that would become 
a charge against the administrative expense limitation. 


USE OF ACCUMULATION OF LOCAL CURRENCIES 


Mr. Gary. I am concerned about accumulating these local cur- 
rencies. I donot believe it is good practice. 

Mr. Branp. Iam in full agreement with you. 

Mr. Gary. I would like to know just what you propose to do with 
these local currencies which are coming back to you as repayments and 
interest. 

Mr. Branp. One of the most important uses we will undoubtedly 
make will follow the pattern of the Export-Import Bank in making 
loans out of local currencies generated by the Public Law 480 pro- 
gram. I took part, as Director of the Export-Import Bank, in about 
50 of those particular type loans. We felt that they were serving a 
very fine purpose. It amounted to quite a number of millions of 
dollars. The main use has been in accordance with the law passed by 
the Congress, known as the Cooley amendment, for American industry 
abroad in expanding their facilities or putting in new facilities. 
With our local currency we will not be so restricted. We have more 
local currency generation than an American community could pos- 
sibly use, 1n my judgement, at this particular time. So there will be 
many instances where the use will serve a good purpose in this 
fashion. 

Again, there is the ever-increasing need in the countries for local 
currency to provide for the development of their economic process, 
and in some instances even more than the dollar necessity. Today I] 
might cite as an example the country of Argentina, and Chile is an- 
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other example. Argentina has a large demand for local currency 
which it does not generate from its savings. To print more money 
would be an inflationary process. So we are constantly looking tow- 
ard a mechanism to place these currencies in good use. 

I mentioned Argentina as an example. While I was with the Ex- 
port-Import Bank, the demand in Argentina for local currencies gen- 
erated by the Cooley program was about eight times the amount of 
local currency available in the Export- Import Bank. So you see it 
is generating a good demand in some areas. 

I also understand that in Africa there is a very large demand for 
local currency because the need for the dollars is not as urgent as in 
other quarters. 

Mr. Gary. Did you have a question, Mr, Chairman ? 


RECEIPTS IN REPAYMENT OF LOAN 


Mr. Passman. Yes. I would like to see if I understand the sum- 
mary of receipts in repayment of development loans through Decem- 
ber 31, 1959, dealing entirely with repayments on the principal. 

It would appear that of the total receipts amounting to $3 067,692, 
only $59,000 represented dollar equivalents and the rem: ainder, $3,008,- 
692, represented local currencies; is that correct ? 

Mr. Murpny. That is correct. 

Mr. Branp. That is correct. 

Mr. Passman. In dollar equivalents, could that be from a nation 
with a currency on a par with the dollar? Did you arrive at dollar 
equivalents on that basis? If it said “dollars,” I would not pursue 
this, but this table says “dollar equivalents.” 

Mr. Murpuy. That means at the best exec hange rate that is legally 
available for the conversion of that currency into dollars. 

Mr. Gary. Although it is local currency, this is expressed in dollars, 
and the value is based on the rate of exchange, which gives you the 
dollar equivalent of the actual currency which was returned / 

Mr. Mureny. That is correct. 

Mr. Passman. Then I am correct in my original statement that the 
599,000 represents repayment in dollars 

Mr. Murpruy. Yes, sir. 

Mr. Branp. Yes, sir. 

Mr. Passman. That is all I wanted to clear up. Thank you, Mr. 
Gary. 

REPAYMENTS IN DOLLARS SCHEDULED LATER 


Mr. Branp. I might mention, Mr. Chairman, that your observation 
is completely correct, and the reason the interest is so much larger, 
being almost $900,000 greater, is that we have staggered the repay- 
ments in dollars to a later date, and the repayments i local currencies 
ineach payment are approximately the same. 


ALL LOANS CURRENT 


Mr. Gary. Are most of those loans current 7 
Mr. Brann. All loans are current. 
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Mr. Gary. You do not think, then, that the local currencies which 
you receive will be any real problem ? 

Mr. Branp. Yes, I do think they are a problem and a real prob- 
lem. I think they are a problem which we must work on constantly 
to find the solution, but I join you in being seriously concerned about 
how to use the local currencies for the best interests of the United 
States and the country concerned. 


DIFFERENCE BETWEEN LOANS MADE BY WORLD BANK AND DLF 


Mr. Gary. I assume that in “wg countries you are making loans, 
and that the World Bank and the E xport-Import Bank are also mak- 
ing loans in those countries. Is that correct? 

The difference is that their loans are being repaid chiefly in dollars, 
and yours are being repaid in local currencies of those countries. 

Mr. Branp. Yes. I am very happy you mentioned the chief differ- 
ence, because there are other differences. One I might mention is that 
the World Bank and the Export-Import Bank, even though a loan 
might be paid in dollars, might decline to participate in a Joan that 
we would, because the risk might be a little greater, even though it 
would be repaid in dollars. 

Secondly, there are times when we make loans for local currency 
purposes. Generally speaking, the World Bank and the Export- 
Import Bank do not do so. The final reason is that we want to in- 
crease rather than impair the dollar servicing ability of the country 
for hard currency loans. So we do not want to take the place of the 
World Bank and the Export-Import Bank, adding to the servicing 
requirements of the country in hard currency in many instances. 


LOCAL CURRENCIES TRANSFERRED TO DLF 


Mr. Gary. Did the DLF not have some local currencies turned over 
to it from other funds? 

Mr. Branp. Not since I have been with it. 

Mr. Murpuy. The authority exists, but there has been no actual 
transfer. 

Mr. Branp. No funds have been transferred. In other words, Mr. 
Murphy’s reference is to the fact that we have access under section 
104(g) to the Public Law 480 funds, and we are working on a co- 
ordinated program with the Export-Import Bank as to the use of 
these funds. 

LOAN REPAYMENTS TRANSFERRED TO DLF 


Mr. Gary. What I had reference to, Mr. Murphy, is this: Were 
there not some funds left over from the old operation which were 
transferred over to the DLF? 

Mr. Murpny. Loan repayments, yes, sir. That is in addition to 
Public Law 480. I believe it was last year, Mr. Gary, that the author- 
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ing legislation was amended to provide that local currency repay- 
ments on loans which had been made theretofore, even under ICA, 
woul¢ | first be used by the Treasury to meet any U.S. need that might 
exist, and then after ‘that, after those needs had been met and if DLF 
ida need for them, they could then be made available to the DLF 
omeet local currency costs of loans that DLF was making. 

Mr. Gary. That was my recollection. Have any transfers been 

ade to DLF under that authorization ? 

ie. Murrny. No. 

Mr. Gary. Then the only local currencies you have are those shown 
nthis table of receipts from repayments and from interest ? 

Mr. Branp. That is correct. 

Mr. Gary. Have you reloaned any of those currencies thus far or 
used any part of them at all ¢ 

Mr. Brann. No, si 

Mr. Gary. But you will use them in the payment of your expenses 

ose countries wherever it is possible ? 

Mr. Brann. We have that antic ipation, sir. 

Mr. Gary. And also in making local currency loans to those coun- 
Mr. Branp. That is correct. 
Mr. Gary. That is all Lhave, Mr. Chairman. 


TOTAL AMOUNT OF LOCAL CURRENCIES PRESENTLY CREDITED TO THE 
U.S. GOVERNMENT 


Mr. Passman. Mr. Murphy, what is the total amount. of local cur- 
rencies from all sources now to the credit of our Government ? 

I asked the question the other day, but I do not know whether you 
provided the information at that time or not. 

) Mr. Murpny. I furnished an estimate, Mr. Chairman. 

Mr. PassmMan. What is the estimate ? 

Mr. Murpny. I estimated approximately $2.5 billion equivalent, 
about one-half of which I estimated would be for purposes of the 
mutual security program, and approximately the other half would 
be for other purposes. 

| Mr. Passman. Regardless of what program it comes from, the local 
} currencies from all sources now to the credit of our Government total 
82.5 billion 2 


Mr. Murpenuy. Yes. 


LOCAL CURRENCIES PURCHASED BY U.S. GOVERNMENT AGENCIES 
Mr. Passman. Do you have any idea as to the requirements in the 
) cou ntries for local currencies to meet U.S. expenses annually ? 
_ Mr. Murrpny. I think the tots ul the Treasury sold to all agencies in 
| 1 year Wi us something under $ 300 mi illion equiv: alent in an entire year. 
I ree: all seeing that figure about a year ago in a Treasury report. 
Mr. Passman. Could you provide us a list of the purposes for which 
he Government made those expenditures ¢ 
Mr. Mureny. Yes. I could get a table showing which agencies got 
these funds. 
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{pplication of U.S.-owned foreign currencies purchased by U.S. Government agencies 


during fiscal year 1959—Continued 


{Stated in equivalent U.S. dollar value rounded to thousands 


Total U.S.- 
owned cur- 
rency pur- 


Disbursed for account of 


chased by Depart Foreign Educa 5 rie 
U.S. Gov- | mento buildings! tional USIA All other 
ernment Defense | programs} exchange | expenses, agencie 
iencles State 
irkey_.-- $9, 342 $8, 574 $168 $2 $272 $25¢ $70 
‘of South Africa 15 15 
S.3.R Me bss 3 
ted Arab Republic 1, 196 244 103 118 349 82 
ted Kingdom and colo- 
8. 730 9 380 4.497 RSD 134 O84 553 
iy 7 7 
ela 117 117 
787 85 157 l 128 416 
g 1, 275 133 3sl 2 212 173 314 
u 352 852 
G ita 238, 767 152. OS2 20, 992 5, O62 16. 366 15. 610 IR 655 
f currencies of various countries received in payment of fees, services, ete., which were immed 
1 ed with appropriated funds for operating needs of collecting agencies and the proceeds credited 
scellaneous receipts of the Treasury. These amounts do not include repayments to appropriation 
Includes currencies of various countries purchased by International Cooperation Administration estl- 
it $6,850. 
DURATION OF DEVELOPMENT LOAN FUND AUTHORIZATION 


Mr. Passman. Mr. Conte ? 

Mr. Contre. Mr. Director, have you given any thought to Senator 
Humphrey’s proposal last year for a longer life for the Development 
Loan Fund ¢ 

Mr. Brann. Are you speaking of the life of the Corporation or the 
life of the authorization / 

Mr. Conre. The life of the authorization. 

Mr. Branp. We believe that the Congress, in giving us more than 
l year in the authorization, was most helpful. 

Mr. Contre. Did he not talk about 7 years? 

Mr. Branp. I believe it was 5 years, if I remember correctly, but 
you could be correct about it. 

Mr. Conre. Do you think it would be helpful if you had a 5-year 
authorization 2 

Mr. Branp. It would be very helpful. 

NUMBER OF REQUESTS FROM AFRICA 

Mr. Conre. Are you getting many requests over and above what 
you show in your justifications for Africa ? 

Mr. Brann. Actually, no. The requests we have had in Africa 
ire not at the moment large and I think there is a good reason for 
it. The World Bank is increasingly active in Africa and in many 
parts it can meet the requirements in hard-currency loans. Our re- 
quests are to jo in making available dollars for local currency uses, 
a practice which, while we do it where we have compelling reasons, 
sone we do not want to do normally. 
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SOUTH ASIA AREA OF GREATEST DEMAND FOR LOANS 


Mr. Contre. Where is your biggest demand, in southeast Asia? 
Mr. Branp. The largest demand is in southeast Asia; yes. 


LOANS TO LATIN AMERICA 


Mr. Conte. What about Latin America? 

Mr. Branp. I believe I should say south Asia. 

Mr. Conte. South Asia; yes. 

Mr. Branp. In Latin America we have a substantial demand and, 
as I explained to the committee, we expect to have an operation in 
Latin America of some substantial proportion. But we are also 
observant of the fact that in Latin America the World Bank, the 
Export-Import Bank, and now the new Bank called the Inter- 
American Development Bank, will respond to a large extent, if not 
fully—we do not expect it to respond fully—to the needs of Latin 
America. 

Mr. Conte. Will these loans be repayable in soft currency or hard 
currency / 

Mr. Brann. I believe $150 million of their currency will be in soft 
currency, and that is 15 percent of their capital. 

Mr. Contre. Who makes up that Inter-American Development 
Bank ? 

Mr. Branp. All the nations are South American except Cuba, and 
the United States. 

Mr. Contre. What percentage do we hold ? 

Mr. Branp. Approximately 40 percent. 


INDUS BASIN DEVELOPMENT 


Mr. Contr. Mr. Director, this question perhaps should not be di- 
rected to you but you may be able to enlighten me. I was looking 
at the committee print of the proposed Mutual Security Act of 1960. 
There is a section in it that is very disturbing to me, and that is the 
section relating to the Indus Basin development. 

Mr. Branp. I shall be happy to give you the details. While we 
have not examined the matter fully at this time and are in proces 
of our examination, the Indus waterways project comprises a large 
area of both Pakistan and India divided by the normal watersheds 
of the two countries, and the effort is to get more of the water ina 
useful purpose in Pakistan than presently exists for irrigation pur 
poses. This isa very large endeavor, and I may have with me a ap 
showing the entire area. If I do not have it today I will be very 
happy to submit this map at a later time, which will give you 4 
comprehensive view of the whole project 

It has in its scope something in the neighborhood of $870 million 
worth of construction of dams, irrigation canals, barrages, and the 
final work of putting the certioraris on the land to be irrigated. 
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Here is the map I am referring to, and I would like to insert that 
in the record. It is somewhat meager but is a very good illustration 
of the magnitude of this enterprise. 

This is being undertaken under the leadership of the International 
Bank for Reconstruction and Development and there are a group of 
countries—and I will append to my statement the exact countries and 
the amounts of their contributions; but in each country the amount 
of the contribution—and I believe Britain is one of the largest con- 
tributors to the extent of about $59 million—will be in the way of a 
grant. In other words, all the other countries are making grants 
except the United States, through the Development Loan Fund and 
the International Bank, through a loaning facility. 





CONTRIBUTIONS TO PROJECT 


The table that I will insert in the record shows the contributions 
made by Australia, Canada, Germany, New Zealand, the United King- 
dom, and the United States. 

Mr. Contr. Amounting to how much ? 

Mr. Branp. The total for Pakistan alone will be, I believe, $867 
million. I do not have the total tabulated, but I shall do so and cor- 
rect the record if this is not the case. 

This table shows it in the currency of the country, and we will 
put a table in the record giving the currencies in dollars as well as in 
the currencies of the countries. 

(The following information was submitted for the record :) 


TOTAL OF CONTRIBUTIONS TO THE INDUS PROJECT 


The total cost of the system of works elaborated in the IBRD’s project plan 
is estimated to be in the order of the equivalent of $1 billion, partly in foreign 


exchange and partly in local currencies. This money is to be derived as 











follows: 
A. CONTRIBUTIONS TO THE INDUS BASIN DEVELOPMENT FUND 
Approrimate 
dollar 
equivalent 
1. In foreign exchange grants: (in millions) 
SPCR. i 15. 6 
SSR SO RCE een i cree ys 
EN MS GE SLU A a 30. 0 
Dewy oom (rns Cue OOO) en ee 2.8 
TER as PONE, Cet OY ai sere ieee 58. 4 
WRITE cates CU) .Fi Ls 600 aa ei cannon 177.0 
a 307. 0 
2. In foreign exchange loans: 
Peeves NON ee 70.0 
DS OMNES 8 a a a ae ee 80. 0 
a a a a a tt 150. 0 
3. In local currency : U.S. loans and grants equivalent of U.S. $235.0 
4. By India and Pakistan: See C, below. 
B. LOANS TO INDIA 
Tey UO nn i eg a ee, SEM 
aa a ee ene 23. 0 


Total 56.0 
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C. CONTRIBUTIONS BY INDIA AND PAKISTAN 


These figures, which have been supplied to the Congress on a classified basis 
must continue to be held in confidence until revealed by the Governments of 
India and Pakistan, presumably at the time of the signing of the Indus Waters 
Treaty. Except for Indian rupee funds supplied by India for expenditure jp 
India, the contributions by India and Pakistan will all be paid into the Fund to 
be administered by the Bank. 


PROVISIONS OF LOAN 


Mr. Branp. Under the provisions of this proposed loan, which has 
taken the World Bank some 4 years to negotiate, each country is mak- 
ing a contribution without tying the use to the procedures of that 
particular country and have adopted the procedures of the World 
Bank, and by “procedures * T mean engineering and other technical 
techniques used by the World Bank, which I believe is recognized 
throughout the world as a very competent institution and a very care- 
fully organized institution from a professional standpoint as well as 
financial in respect to engineering. 


MANGLA DAM 


The project envisioned is nearing $1 billion, and the main portion 
is the big multipurpose Mangla Dam, which is about a $200 millior 
dam and will stretch over a period of construction of 10 years. If we, 
in considering our loan to Pakistan, which will be in the neighborhood 
of $70 million, should be restricted to section 517 and section 103 of 
the appropriation act, we would have to consider the engineering of 
the entire project rather than just the $200 million for this large 
multipurpose dam. And you can see that while we could restrict it 
and be within the scope of the provision of the Congress, I believe we 
should go further than that and respond to the intent of the Con- 
gress as we see it and not just the letter of the law. 


NEED FOR WAIVER 


So we are observant of the fact that we have permission to get a 
waiver up to $30 million in any one country by the President, and if 
we did that in 2 consecutive years it might meet our requirements, 
but it certainly would not meet the requirements of the ICA and the 
Development Loan Fund, so we felt it best to place the entire matter 
in the Congress and ask for a general waiver applicable to this one 
specific transaction and not generally applicable to all transactions. 

Mr. Contre. Mr. Chairman, there is some strong language in here. 
I do not know if the chairman is aware of it. 

Mr. Passman. Will the gentleman yield? 

Mr. Conte. Yes. 

Mr. Passman. A few days ago I read in the press of the contem- 
plated program in India and Pakistan to build a billion dollar dam or 

canal as a result of which the waters of certain rivers would flow into 
India and the waters of other rivers would flow into Pakistan. Is it 
that under section 404 of this proposed bill? 
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Mr. Brann. It is, sir. 

Mr. Passman. And that isthe present estimate ? 

Mr. Branp. Yes. 

Mr. Passman. It could be far in excess of that amount: could it not ? 
Mr. Brann. That is the present estimate, and I am not advised as 


the latter point, but I do not take issue with the chairman’s 


pservation. 
Mr. Passman. Of course, in our own country, where we have an out- 


sanding Corps of Army Engineers, the engineers of the Navy and of 


ie Air Force, the finest local and State engineers, working some- 
mes for as long as 10 years in establishing the cost-benefit. ratio of 
| proposed project, and the *v finally submit an estimate which comes 
nder the eagle eye of the ¢ ‘orps of Engineers, the Chief of the C orps 

¢ Engineers, the Director of the Budget, the Public Works Commit- 


ees of the Congress; yet, nevertheless, we sometimes find later that 


ve had to increase the estimates by 100 percent in order to complete 
the project. 
If that is true in our own country, where we have the finest talent 
vailable, would it not stand to reason that in a country where it is 
ther difficult to put together good formulas, and where in advance 
fany definite information some are bold enough to predict $800 mil- 
on or S1 billion as the estimate, this could be extremely far reaching ? 
I believe the gentleman from Massachusetts has rendered a signal 
ervice to this committee, to the Congress, and to the country in point- 
ing out these possibilities. This might possibly be a $2 or $3 billion 
project. That is why I have cited the experience many of us have 
had in dealing with our local flood control and irrigation projects in 
this country. 
I thank the gentleman for yielding. 


USE OF FUNDS BY INTERNATIONAL BANK FOR RECONSTRUCTION AND 
DEVELOPMENT 


Mr. Cone. I would like to point to this language on page 5 of this 


bill: 


In the event that funds appropriated pursuant to this Act are made available 
to be used by or under the supervision of the International Bank for Recon- 
struction and Development in furtherance of the foregoing purposes, such funds 
ay be used in accordance with requirements, standards, or procedures estab- 
shed by the Bank concerning completion of plans and cost estimates and deter- 
ination of feasibility 


nd this is what I want you to take cognizance of 


rather than with requirements, standards, or procedures concerning such mat- 
ters set forth in this or other Acts; and such funds may also be used without 
egard to the provisions of section 901(b) of the Merchant Marine Act of 1986, 
as amended * * * 

In other words, this opens the floodgates and repeals any act here- 
tofore passed by Congress setting forth procedures and standards. 

Mr. Branp. That is not my understanding. We have the provision 
in existing law but it puts the ceiling in any one year. We are pro- 
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posing a loan of $70 million. The only difference is that under s 
tion 517 we interpret, in a generous interpretation, that we woul 
have to have the engineering for the full billion dollars before y 
made the loan, whereas under the procedures of the World Ban: 
those same requirements must be met but at a later date before th 
funds are disbursed. It is a matter of timing more than anythin 
else. 

Of course, we could apply the Development Loan Fund to a specif 
part of this program. I do not like to do that. I asked for an exte. 
sion of a waiver which Congress has given us. This would extend; 
to $70 million but the President of the United States must act, so i 
is not giving us carte blanche authority. It gives it to the Presider 
of the United States. 

Mr. Contr. The language to me is very clear. It says withow 
regard to “requirements, standards, or procedures concerning suc: 
matters set forth in this or other Acts.” 

Mr. Branp. I cannot either defend or support the lawyers in thei 
draftsmanship. I do not always understand what they say. 

Mr. Passman. Will the gentleman yield ? 

Mr. Conte. Yes. 

Mr. Passman. Is it your interpretation that this would be opening 
up all avenues to funds and the waiver would apply to any projec 
under this language ? 

Mr. Branp. No. The section heading of section 404 is “Indus Basi: 
Development” and it refers only to that, and no one in the agency ha 
any idea of its extending to any other project. 

Mr. Contr. Under this language could they not build this entire 
project and have a carte blanche authority to buy all of their equip 
ment and steam turbines and generators and everything they need fu: 
this project from foreign countries ? 

Mr. Branp. Yes, they could, but so far they have four engineers an! 
engineering will be a large part of _ cost of this, and three or fow 
of the large e ngineering firms are U.S. engineering firms, so it stand: 
to reason the major part at the outset w will be spent in the United State 
But in construction equipment for dams and irrigation projects, tl 
world uses U.S. equipment because it is the best, and if we restricted i 
the other countries would restrict theirs and we would be hurt mor 
than benefited. 







































JAPANESE 





CONTRACT FOR STEAM TURBINES AND GENERATORS FOR 


TAIWAN PROJECT 





Mr. Conte. In the new dam we are building in Taiwan, Japan hi 
the contract for the steam turbines and generators ? 

Mr. Branp. Yes, but this is not adam project. This is a large im 
gation project and the dam is only a part of it. 

Mr. se TE. Will this be a dual-purpose dam ? 

Mr. Brann. There are hundreds of thousands of acres to be it 
gated and all those canals are to be built, as well as the barrages, al! 
the only large dam is the Mangla Dam. But this is not a hy droelectr: 
presests this is an ir rigation project, and any hy droelectric unit wi 

be purely incidental. This is an irrigation project. 
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SHEN HAO DAM, TAIWAN 


Mr. Conte. Does the Shen Hao Dam in Taiwan come under the 
Development Loan Fund ? 

Mr. Branp. It was under the ICA program as a grant. 

Mr. Passman. Will the gentleman yield 4 

Mr. Conte. Yes. 


IRRIGATION PROJECT IN PAKISTAN 


Mr. Passman. Talking about water for Pakistan, we were over in 
Pakistan about 3 years ago and the problem was not a question 
of water, but a question of the type of water. In many instances 
they have water just a few inches under the surface but it is brackish. 

What will you be up against if you complete this project and 
you find you are pushing this brackish water to the top? That is 
an engineering problem, of course; but you have plenty of water 
there that is just a few inches under the surface, and when there 
is rain the whole surface is white because of the salt content of 
the water, which is brackish. 

I hope you will do a lot of checking before you actually get 
engaged in this project. 

Mr. Branp. We are engaged now in a solution of the problem the 
chairman points out, one with which we are conversant and we know 
the chairman is correct that this is a problem that may take a lot 
of time and effort and money to reach a solution. We are now en- 
gaged in a program of putting in deep wells for lowering the water 
table and therefore reducing the brackish water to a lower level 
and by the same token making available irrigation water of a better 
type. 

We try to describe this, Mr. Chairman, in some detail on page 95 
of our red book, but I see it is not in sufficient detail to respond 
to your question, which I think is a very good question and one 
we are completely observant of. But, again, your observation is 
well taken that this is an engineering problem and one which I am 
not qualified to respond to definitely. 

Mr. Passman. Under the many plans and programs we have in 
Pakistan at the present time, you have approve “da loan of $15,200,000 
repayable in 20 years, at 314 percent interest, in rupees, for water 
development in west Pakistan? 

Mr. Branp. That is the loan I am referring to, sir. 


INDUS BASIN LOAN NOT YET APPROVED 


Mr. Conve. In connection with the Indus Basin development 
project? This loan from the Development Loan Fund has not been 
approved as yet? 

Mr. Branp. No, sir. 

Mr. Contr. Is there any other information you can give the com- 
mittee in connection with this project ? 


538909 —60 
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Mr. Branp. This will be explained in detail by Mr. Jones, the 
Assistant Secretary. It is a tremendous program. 


TREATY PENDING BETWEEN INDIA AND PAKISTAN 


Mr. Contr. This is a result of the recent treaty between India and 
Pakistan ¢ 
Mr. Branp. The treaty has not been signed. It depends on this 
program whether that treaty may be signed, but, again, I am not 
ualified to speak for the State Department on this and I believe the 
Tieieisden on Foreign Affairs has invited Mr. Jones to come up and 
testify in detail on this program. 
Mr. Conte. And he will appear before this committee ¢ 
Mr. Passman. Not unless the Congress, in its wisdom, authorizes 
this project. There is a serious question in my mind whether it will 
do so. 


INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT 


Mr. Contre. Could you tell us something about the International 
Bank for Reconstruction and Development / 

Mr. Branp. Yes. 

The International Bank, known as the World Bank, differs from the 
Development Loan Fund or the Export- Import Bank in that it is a 
bank owned by the member countries. There are 68 member coun- 
tries. ‘They own a portion of the Bank and contribute to the Bank. 
The Board of Directors of the Bank is selected from all these nations, 
although one executive director may represent several countries, as 
many as seven or eight or nine countries. 


U.8. CONTRIBUTION 


Our contribution to the International Bank is 31 percent and the 


Congress recently, during the last session, increased the guarantee pro- 


vision for the International Bank by 100 percent, whic ch evidenced the 
Congress’ complete confidence in the management of the World Bank, 
and therefore our request tied into that management would have 
seemed to have had the prior approval of the Congress at a recent 
date. 

SHEN HAO DAM IN TAIWAN 


Mr. Contr. Do you know when the Formosan Government applied 
for a loan for -~ Shen Hao Dam? 

Mr. Brann. I do not know. I know it was financed under the 
grant program of the ICA but I do not know when they applied to us. 
The transition period is just coming about in Taiwan, where we are 
talking over where the grant program left off with a small program. 

Mr. Conte. Do you think you may have a loan on this dam before 
you are through? 

Mr. Brann. Iam not familiar with this dam. 

Mr. Contr. It is being constructed. They are working on it. 

Mr. Brann. It has not come to my attention, sir. 

Mr. Conte. I certainly, as one member of this committee, would 
like to know whether or not a Joan will be made to the Formosan Gov- 
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ernment in relation to this dam. I think there are some things that 
must be cleared up. 

Mr. Branpb. I am informed that the Developme nt Loan Fund looked 
at this as one of the loans made under the defense support and de- 
cided not to take it under active consideration because the project is 
too far along. 

ECONOMIC SITUATION IN TAIWAN 


Mr. Contr. It is unfortunate because from what I saw of the For- 
mosan economic picture out there it seemed to be better than any 
other Far Eastern country 1 went to, and as one vitally interested in 
this program—the DLF program—“I think the DLF program is one 
of the finest programs in the U.S. Government” and I could not see 
why we should make an outright grant for this dam. 

Mr. Branp. I share your view ‘that the economic condition of Tai- 
wan is becoming more clear, and I fully expect the DLF to take more 
of an active part, and one of the reasons we are suggesting to Congress 
this increase 1n funds is to be more active in Taiwan. 


LOANS AND GRANTS IN TAIWAN PROGRAM 


Mr. Conre. Mr. Murphy, why was this an outright grant instead 
of a loan ¢ 

Mr. Murruy. I am not even sure at this time it was an outright 
grant. In the years before the Development Loan Fund was estab- 
ished it was the practice = ICA in Taiwan, when negotiating the 
total aid to be given in a year, to designate how much of this aid would 
be on a loan basis and oe much would be a grant, without . 
ing which individual activity financed would be a loan instead of : 
grant. 

For example, if the level of aid was S80 million, they specified that 
$60 million would be grants and $20 million would be repayable, with- 
out specifying the projects. Insofar as the individual activ ity 1s con- 
erned, you cannot tell from looking at the record whether it isa loan or 
a grant, but a portion of the total assistance was repayable by the 
Taiwan Government. 

Mr. Conre. For this project? 

Mr. Murpny. They did not carry it to the individual projects. They 
just said, as in the example I have just given, that $20 million would 
repayable and $60 million would not be repayable. 

Mr. Contr. Did they not earmark it? 

Mr. Mureny. No. 

In the circumstances I described, the first $20 million disbursements 
would be repayable and the other $60 million would be grants. So in 
the first $20 million you could have a portion of every activity on 
the island but no comple te disbursement for a particular project. 

[ will research this item. It may be the obligation was eo into 
subsequent to the advent of the De ‘velopment Loan Fund and that it 
was a grant, but I cannot be sure at the moment. 

(The following was subsequently furnished for the record :) 

Subsequent research indicated that the project was on both a grant and 


loan basis and that local currency disbursements equivalent to $1,135,875 were 
charged against loans. 
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ALLEGATIONS ON AWARD OF TURBINE CONTRACT 


Mr. Conve. If it is an outright grant, I think this project, Mr. 
Chairman, based on the information ‘T have, should be stopped forth- 
en until this committee has had an opportunity to make an investi- 

gation of some of the facts that have been disclosed to me. If the 
Facts are true, Mr. Chairman—and they come from reliable sources— 
then there are elements here of corruption, and very serious corrup- 
tion, and I think the program should cease until an opportunity is 
had by either this committee or some other committee of the Congress 
to call witnesses before the committee and investigate these allegations. 

I have a four-page report on this in which it is s stated that two large 
American concerns, General Electric and Westinghouse, bid on these 
turbine generators, steam turbines, and General Electric underbid 
W estinghouse by $400,000, but the contract was awarded to Westing- 
house. The answer I[ have been given thus far is that General Electric 
did not meet all the spec ifications. This re port ties definitely some 
key officials of the Formosan Government with Westinghouse, and it 
goes on to show Westinghouse has gotten just about every contract in 
Formosa thus far, 

I think the thing is of such a serious nature that it warrants an 
investigation by this committee, Mr. Chairman. 


PROJECTS IN TAIWAN 


Mr. Passman. I might say to the gentleman that with reference to 
Formosa there have been about 35 pages of insertions in the record 
listing the projects which have been obligated, deob lig rated, subdeobli- 

gated, and subobligated under different categories. If the gentleman 
sould have a look at them he would understand why I am alarmed 
over this situation in Taiwan, because you have something like 100 
projects by number which have been t: aken out and consolidated with 
other projects, and the more I look at it the more confused I get. 
Our Chinese friends can teach the smartest American bankers some 
pretty good tricks in financing, according to the evidence of the record. 


INDUS BASIN DEVELOPMENT PROJECT 


The legislation proposed by the administration in connection with 
the Indus Basin development project would be handled by the Inter- 
national Bank for Reconstruction and Development. But it might 
be that in subsequent years all seven or eight of the lending agencies 
which we own or to which we are large contributors may be in the 
deal. We know what has happened in our own country where, with 
the best engineers, we sometimes still miss the estimates by 100 percent. 

Mr. Gary. Will the gentleman yield? 

Mr. Contr. I am ol: id to vield to the gentleman from Virginia. 

Mr. Gary. This, however, would not come under the purview of this 
committee: would it ? 

Mr. Contr. The Indus Basin ? 

Mr. Gary. Yes. 


Mr. Contr. Yes, because a part of the Indus Basin would be under 


the Development Loan Fund. 
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Mr. Gary. This pending legislation, as I understand it, deals with 
a loan from the International Bank for Reconstruction and Develop- 
ment. 

Mr. Contr. As I understand it, the Development Loan Fund will 
make part of that loan. 


OVERALL MANAGEMENT OF INDUS DEVELOPMENT PROJECT 


Mr. Branp. About 7 i percent. In other words, there is a consortium 
of countries that are participating under the management of the 
World Bank. In other words, they will do the technical work. They 
have been at it for about 4+ vears under the leadership of Gener: al 
Wheeler, a former general of our forces here and now the Chief 
Engineer of the World Bank. When the project gets underway they 
will do the technical supervision of the project but the money comes 
from various sources, Including the six countries which I read. A 


large part of the participation of the United States is in loeal 
CUrreHnCY. 


Mr. Gary. Off the record. 

Discussion off the record. ) 

Mir. Passman. Out of the Development Loan Fund you are re- 
questing a change in legislation for a waiver so that you may allocate 
S70 million toward the project to which we have just referred. 


SOURCES OF IBRD FUNDS 


Mr. Gary. Who does appropriate for this World Bank ¢ 

Mr. Branp. The World Bank is a bank owned by a great number 
countries, 65 at the present time. Each makes a contribution. 
It started with Bretton Woods, and if I remember right each country 
put up 2 percent of its initial subscription in gold or dollars to start the 
Bank. 

Then each country obligated itself to pul up, hen called by the 
Bank. another 18 percent in its own currenc y. The LS percent was 
put up by us in cash. The remainmg 80 percent is subject to call 
when needed to meet on a pro rata basis the liabilities of the Bank. 

For the United States this amount above the 20 percent constitutes 
netfect.a ouarantee for bonds sold in dollar markets. 


+ 


CAPITAL STRUCTURE OF IBRD 


Last year, in the reorganization of the capital structure of the 
World Bank. each country was asked vote upon a propo sal that 
the capital structure of the World Bank be doubled, just increased 
twice in size. That was approved, and the U.S. Government ad- 
ministration came to the Congress and asked for legislation which 
would provide, again just in the form of public debt authority, a guar- 
antee, in addition to that previously authorized by the Coneress, of 
M175 millon, and that authority was granted by the Congress. 

Mr. Gary. This is the back dloor approach tothe Treasury. 
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GUARANTEE PROVISION 


Mr. Brann. No. because thev do not actually borrow from the 


freasury inthis way. The back-door approach is more similar to some 
} : 5 . 7 7 

of the other agencies than this, because there is no money flowing out 

of the U.S. Treasurv. It is responsive only in case of default. Tn 


other words, this capital, enllable by the Bank to meet obligations 
and which constitutes the guarantee of the United States on Bank 
bond issues does not come into being, as I understand it, unless there 
is a default, and then it can be ealled upon if the assets of the World 
Bank are not sufficient to pay it. 

Mr. Conve. Is not the money we guarantee set aside 

Mr. Branp. No. There are two parts to this. The 18 percent is 
handled in exactly the way you refer, Mr. Gary. The other propor 
tion, the 2 percent gold and the 80 percent, is on a guarantee provision. 

Mr. Passwawn. Tt was established earlier today that we do respect 
our contingent |i ability on guarantees and set up a cash reserve for it. 

W hiv woul l you do it in one instance and not in ot! hers? 

Mr. Branp. This is the World Bank and not the Development 
Loan Fund. 


CASH RESERVE FOR GUARANTEF LIABILITIES 


Mr. Passmawn. Still we have American dollars involved. What dif- 
ference does it make whether it is the World Bank or the Louisiana 
Bank? If Unele Sam has his —- invested and the Treasury is 
guaran teeing the repayment, if j is oood business to set up a eash 
reserve on guarantees under the a ct Loan, why would it not 
be good business to set up a reserve on the other loans we are guarantee 
ing? Why would not one guarantee demand a reserve as well 
another? 

Mr. Branp. I think there is some distinction in the two. We are 
cuaranteeing a definite obligation of another entitv. We referred 
this morning to the First National Citv Bank. The World Bank has 
assets. Each loan hasa 1-percent fee attached to it to build up reserves. 
They are now in the millions and millions of dollars in the reserve 
category. 

Onlv in case those reserves are not sufficient to pay an obligation do 
we have any responsibility, as I understand it, and the TBRD, the 
section of the U.S. euarantee, has full faith in the credit of the United 
States behind it. 


NEED FOR RESERVE FOR DLF GUARANTEES 


Mr. Passman. Would it not follow, where you have a guarantee to 
an American bank making an investment in a foreign country, that 
you would not be called upon to pay this until they have def: wuited / 
You would not be called upon to exercise your authority under the 
law to pay this guarantee on the fund we referred to until they de- 
faulted, so both of them come into being only after there has been a 
default. Isthat correct? 

Mr. Branp. The Development Loan Fund is a separate entity. 

Mr. Passmawn. T know that. 

Mr. Branp. TI mean the mechanics are. T do not think the U.S. 
Treasury has to have a reserve fund set up for it. 
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Mr. a aneee in. Would not the U.S. Treasury be equally as respon- 
sible for a guarantee we make to a New York bank Investing capital 
Taieent If you give them a guarantee why do you have to take 
appropriated funds and a reserve in this program anticipating that 
somewhere down the road you might have one of these loans de- 
faulted? The Treasury always is responsible in a guarantee of that 
type. 

Mr. Branp. There is great merit in what you are saying and great 
substance in what you say, but there is a tremendous difference. We 
are operating within a limitation of certain amounts of funds. 
When the Treasury, under the consent of Congress, gives a broad 
guarantee it does not limit it to anything. We are limited to the 
appropriated funds we have on hand at any one moment. 

Therefore the reserve is absolutelv necessary for us while it is not 
so necessary for the U.S. Government. 


LEGISLATIVE PROVISIONS ON GUARANTEES 


I might call your attention to the fact that in the legislation, and 
Tam reading from legislation on foreign relations, Committee on 
Foreign Relations, U.S. Senate, December 1959, the Mutual Security 
Act: 

No guarantees of equity investment against normal business-type risks shall 
be made available under this subsection nor shall the fractional reserve main- 
tained by the Development Loan Fund for any guarantee made pursuant to this 
section be less in any case than 50 percent of the contractual liability of the 
Development Loan Fund under such guarantee, and the total contractual lia- 
bility of the Development Loan Fund under all such guarantees shall not in any 
one time exceed $100 million. 

Mr. Passman. You have two guarantees. If either defaults it 
would require American taxpayers’ dollars to fill up the gap; would 
itnot / 

Mr. Brann. Yes. 

Mr. Passman. Thank you. 


INDUS BASIN DEVELOPMENT PROJECT FINANCING 


Mr. Gary. Is this Indus Basin development going to be handled 
purely through loans? 

Mr. Branp. No, sir: the great portion will be handled through 
grants. When you were not here I placed this in the record, Mr. 
Gary. This shows the number of countries and the amount of money 
that each is putting up. 

Mr. Contr. No grants in the United States / 

Mr, Brann. Yes: ICA but not Development Loan Fund. 

The DLF is on a loan basis. There is $177 million for ICA, and 
in local currencies $235 million equivalent. 

Mr. Gary. We are init for how much ? 

Mr. Murpiry. $177 million in grants and $108 million in loans, 
plus local currencies equivalent to $235 million. 

Mr. Brann. That includes all of it. That is not the Pakistan por- 
tion. That is the India and Pakistan portion. That is the total. 

In my former testimony I referred only to the Pakistan program 
which we are now considering. We are not considering the India 
program. That is $70 million at the Development Loan Fund. 
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Mr. Conve. $176 million from ICA 4 

Mr. Branp. 8177 million. 

Mr. Conve. The total is $402 million / 

Mr. Brann. S412 million from ICA. It is shown on this page 
Congressman Gary is looking at. 

Mr. Passman. Re ‘pay able in local currencies / 

Mr. Gary. Some is not repayable at all. 

Mr. Passman. None is repayable in dollars / 

Mr. Branp. That is right. 

Mr. Passman. Nearly a half billion dollars? This becomes more 
interesting by the hour. 

Mr. Branp. I do point out we are making some loans while the 
other countries which are taking the majority of the obligations are 
all in grants. It is a multilateral proposition to try to settle a very 
tremendously important political matter. 

The cost may prove to be a very cheap one. 


U.S. SHARE OF TOTAL COST OF INDUS BASIN DEVELOPMENT PROJECT 


Mr. Gary. The grand total is $1,064 million. 

Mr. Brann. That is the estimate, sir. 

Mr. Gary. We are putting up nearly half of it / 

Mr. Branpb. That is right. 

Mr. Murruy. My recollection is that it is 8515 million, just a little 
under half. 

Mr. Contre. My original question was this: You did submit for the 
record the amount of grants that the other countries will make toward 
this development / 

Mr. Brann. I might mention, Mr. Gary, that this is one of the uses 
we are finding for local currency ace umulation that will serve a very 
definite and useful purpose in our opinion. 

Mr. Gary. How much of the 8515 million will be local currencies? 

Mr. Brann. $235 million. 


TARGET DATE TO COMMENCE PROJECT 


Mr. Conte. If this goes through the Congress, Mr. Brand, what 
is the target date to begin this project / 

Mr. Branp. I don’t think there is a target date because we have 
not even considered it. Mr. Conte, so far as technical matters are 
concerned, It is only the waiver provision to which we have given 
anv detailed attention. 

Our engineers and other people are working on it. Certainly we 
would not approach a target date until we have had a pretty good 
look at the whole and decided whether or not we want to make the 
loan. That decision has not been made. 

The IBRD is hopeful that this ean be resolved with all these other 
countries within the next few months. 


STATUS OF GRANTS BY OTHER COUNTRIES 


Mr. Contre. How about the countries you submitted a moment ago? 
Have they committed themselves to those grants or is this just talk? 


Mr. Brann. The ‘vy are now subject to par liamentar v or congressional 
action in the countries where necessar V- 
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Mr. Contre. So there is nothing definite on the part of any country ? 

Mr. Brann. I think they are all following about the same process 
that we are. 

Mr. Conrr. I want to say this, Director Brand—I am certainly 
more than pleased at the fine presentation you have made here in 
the last 3 days of hearing. You have h: indled vourself well during 
a difficult examination, and it. is very encouraging for a Member of 
Congress to find a witness coming before a committee with all the facts 
and knowing the subject matter as well as you do. You should be 
commended. 

Mr. Brann. [appreciate your observation very much, Mr. Conte. 


TAIWAN DAM REPORT 


Mr. Conrr. When the proper authorities come up from the ICA, 
I wonder if it would be permissible to submit my report on the Shen 
Ao Dam which I have? 

Mr. Passman. We would be pleased to have that report in the 
record of these hearings. 


USE OF CASH RECEIPTS IN FISCAL YEAR 1960 


Mr. PassMAN. Subsequent to the passage of the foreign aid appro- 
priation known as the mutual security bill, for fiscal 1960, the pro- 
gram came into the possession of additional cash receipts in the amount 
of $48 million, which under the law can be plowed back into the pro- 
gram as anew obligation: is that correct ? 

Mr. Mcrrny. Yes, sir. 

Mr. PassMan. So at the beginning of the present fiscal year, in new 
reimbursable funds and unexpended funds, plus the appropriation, 
the total program had $8,111,521,750.67 in funds available for expen- 
diture ? 

Mr. Mureny. That is correct, Mr. Chairman. 


CONSOLIDATION OF UNEXPENDED FUNDS 


Mr. Passman. On page 1050 of the hearings for fiscal 1960 there 
was an item listed as No. 4, under the heading “Development assist- 
ance,” unexpended for fiscal year ended June 30, 1958, of $168,764,615. 
That has been consolidated into the “Special assistance” unexpended 
fund known as item No. 4 on the new sheet given to the committee? 

Mr. Mcurpny. I believe that is correct, Mr. Chairman. 

Mr. Passman. At the close of the same period there is an item 
No. 11 where the agency carried $9,141,030 under the title of “Joint 
control.” That has been consolidated with what account ? 

Mr. Murpny. The same account, Mr. Chairman, “Special assist- 
ance,” 

Mr. Passman. Why was it necessary ? 

Mr. Mureny. At one time there were separate appropriations made 
by the Congress for so-called joint control areas. You will recall they 
were Berlin and Austria and so forth. 

Then about 2 years ago that item was merged with the “Special 
assistance” account and now is appropriated thereunder. 
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Mr. Passman. How many accounts have you consolidated into this 
“Special assistance” account ¢ 

Mr. Murpny. This year? 

Mr. PassMan. Yes; since our hearings last year. 

Mr. Murpuy. Just those two 

Mr. Passman. Made available under “Special assistance” over one- 
half billion dollars; to be exact, $516,729,913.20. 

Mr. Mourrny. T hat i is right. 

Mr. PassmMAn. Would the gentleman be kind enough to inform the 
committee as to the amount of money still available in this old item 


of “Development assistance” and this item of “Joint control,” 
unexpended ¢ 


Mr. Murreny. Yes, sir, Mr. Chairman. 

Mr. Passman. That item is several years old, is it not 4 
Mr. Murpnuy. Yes, sir. 

(The information requested follows :) 


Mutual security 


Development assistance (unexpended June 30, 1959) ___-_~~ _ $97, T68, 490. 75 
Joint control areas (unexpended June 30, 1959) _-_--_------_--- 472, 167. 16 
Total available for expenditures__..................... 98, 240, 657. 91 


TOTAL FUNDS AVAILABLE FOR EXPENDITURE BY PROGRAM 


Mr. Passman. Would you insert a copy of this table we have been 
speaking of in the record? 
Mr. Murpny. Yes, sir. 


(The table referred to follows :) 


Mutual security—Program by name and amount 


Amount Potal available 
| for expenditure 


1. Military assistance: 
Unexpended, June 30, 1959___ asp beatan mein $2, 547, 998, 755. 68 
New funds, fiscal 1960___- 


aieiacn - 1 1, 331, 247, 000. 00 
Estimated reimbursement, fiseal 1960. oeeean 30, 200, 000. 00 
}——__—__-_——_| $3, 909, 445, 755. 68 
2. Defense support: 
Unexpended, June 30, 1959.___..___.__.-- Me ta koabione 787, 500, 953. 61 
Inn OD i Siete ee | 695, 000, 000. 00 


aanistemiassialicsie’ Saisie 500, 000. 00 


— ——| 1, 483, 000, 953. 61 
3. Development Loan Fund: 


Unexpended, June 30, 1959__._____- . Feed: as 782, 010, 480. 8&3 | 
rN ce as a emmemanaee 550, 000, 000. 00 | 
Estimated interest collections and repayments, fiscal 1960__- 15, 700, 000. 00 | 
——_—- —| 1,347, 710, 480. 8 
4. Development assistance: Unexpended, June 30, 1959..._.___.--| 97, 768, 490. 75 





—| 97, 768, 490. 75 
5. Special assistance: 
Unexpended. June 30, 1900.........<-.-<«..-------- z 173, 389, 255. 29 
are In OO ce aee a 245, 000, 000. 00 | 
Estime ited reimburseme nt, ” fise: eh os 100, 000. 00 


- 418, 489, 255. 29 
6. President’s fund for Asian economic development: Unex- 


pended June 30, 1959__-_ a R5, 846, 438. 13 
anes 85, 846, 438. 13 
7. President’s contingency fund: i 
Le ER SSS a a | 139, 789, 149. 11 
New funds, fiscal 1960 ae et ee eed 2 123, 753, 000. 00 
}—— 263, 542, 149. 11 


See footnotes at end of table, p. 425. 
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Mutual security-—Progrum by name and amount—Continued 


Amount Total available 
for expenditure 


8. Technical cooperation (bilateral 
TIO DORE. SIO Ee. 2OOR. coe. cancicanncknnaauwnerccemiage $158, 717, 287. 69 
R yv funds, fisc 1060 ee nal SS ae 150, 000, 000. OF 


Estimated reimbursement, fiscal 1960_ - 700, 000. 00 


oa $309, 417, 287. 69 


), Technical cooperation, United Nations: 
Unexpended, June 30, 195¥ a pat 8, 292. 101. 00 
POW Cts. Ie SE sg wanaeenneuiaon stan Co hee 30, 000, 000. 00 


Estimated reimbursement, fiscal 1960-. 
38, 292, 101. 00 


10. Technical eooperation, Organization of American States 
Unexpended, June 39, 1954 
New funds, fiscal 196°. 





7, 960. 00 
, VOU in) 





2, 507, 960. 00 
11, Joint control areas: Unexpended, June 30, 1959__- oe, é 72, 167. 16 
472, 167. l€ 
Atoms for peace 
Unexpended, June 39, 1969 ; ‘ 9, 280, 648. 29 


New funds, fiscal 1960_..__-- C nae a anon 1, 500, O00. Of 


10, 780, 648. 20 
3. North Atlantic Treaty Organization: Unexpended, June 30, 





1959... = a eae Sie < et . . 1, 088, 558. 58 
- - 1, O88, 558. 58 
14. Intergovernmental Committee for European Migration 
Unexpended, June 30, 1959__..._- of a a Bs 10, 829, 222. 5: 
New funds, fiseal 1960_. aa Seria 7, 371, 000. 00 
18, 200, 222. 53 
Program of U.N. High Commissioner for refugees 
Unexpended, June 30, 1959 7 ern ee wt ree 1, 200, 000. 00 
New funds, fiseal 1960_ Ets Pa Sebetee wee aie 1, 100, 000. 00 
2, 300, 000. 00 
16. Escapee program 
Unexpended, June 30, 1959 eet 6, 887, 757. 52 
New funds, fiseal 1960 a oa 5 a 4, 632, 000. 0 
= - 11, 519, 757. 52 
17. U.N. Children’s Fund 
Unexpended, June 30, 1959 Siw euliatenmane 8, 925, 635. Of 
New funds, fiscal 1960................. ot ee A =i ence 12, 000, 000. 00 | 
- — 20, 925, 635. 00 
8. U.N. Relief and Works Agency (Palestine refugees 
Unexpended, June 30, 1959 : , : &, 956, 957. 05 
New funds, fiscal 1960.................-- Se dhar cick aadeiaiiebemisas 25, 000, O00. 00 
- = 33, 956, 957. 05 
19. Ocean freight, voluntary relief agencies: 
Unexpended, June 30, 1959__. a ae 1, 662, 992. 53 
New funds, fiscal 1960__- Fle eek ASS Abs 2 7 1. 910, 000. 00 


— - 3, 572, 992. 53 
bijuditetieaine cate 119, 101. 09 
—— 119, 101. 09 


2). Control Act: Unexpended, June 30, 1959--- 


21. Administrative expenses, sec. 411(b) (IC A): 


Unexpended, June 30, 1959____......-.-- = s Jal 4, 956, 497. 72 
Prey Senne eNO ne ceameewee rye one 38, 000, 000. 00 | 
Estimated reimbursement, fiseal 1960___._- S00, 000. 00 
— —_— 43, 756, 497. 72 
22. Administrative expenses, sec. 411(c) (State) 
Unexpended, June 30, 1959 ; : : 7 708, 341. 11 
New funds, fiseal 1960... _- a eS bod Bra ws 3 va 8, 100, 000. 00 


8, 808, 341. 11 


le a ie Be et ee a a ; phe misaanle ae 8, 111, 521, 750. 67 


Represents $1,300,000,000 appropriated and $31,247,000 from President’s contingency fund 
? Excludes $31,247,000 consolidated with military assistance funds 


Recapitulation: 


Aner UCAS RA) A a ca cecil du cece let Zz Bs ae $4, 837, 708, 750. 67 
New funds, fiseal vear 1969__. : : eedied . 3, 225, 813, 000. 00 
Ee ee ee ental 4 an 48, 000, 000. GO 

Total A ats 8, 111, 521, 750. 67 
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SOVIET PROJECTS IN COUNTRIES VISITED 





rent 
Mr. Gary. During the course of your testimony you referred to, ; ya 
ne 


the fact that you have traveled very extensively since you took over | 
this office and visited many of our p rojects in foreign countries. 

Have you seen any Russian projects in those countries / 

Mr. Branp. No, sir, I have not, Mr. Gary. 


Mr. Gary. Have you inquired about any of them ? ; ) 
you 

RUSSIAN STEEL PLANT IN INDIA the 

Mr. Branp. Yes, sir. In my testimony on Wednesday I referred ” 
somewhat at length to the steel plant in India, a 1 million-ton steel ™ 
plant costing somewhat in excess of 3300 niullion as one of the show- ce 
places of the Russian economic thrust. ‘s 
While I visited the steel plant constructed with the assistance of ao 
the Germans I did not have an opportunity to visit the other steel | \; 
plant. I understand it is a very well executed project and that they i 


have 1,100 technicians working there on this project. 

Mr. Gary. Is it in operation 4 ! 

Mr. Brann. It is, yes, sir. 

Mr. Gary. Is it being operated by local people or by Russians 

Mr. Branp. There are something over 1.100 Russians there now. 
I understand. 

Mr. Gary. This is in India? 

Mr. Branp. This is in India. Mr. Khrushchev, when he was there 
recently, made a public offer to expand it 150 percent, or —— 
million and a half tons. which would re present a cost in excess of : 
half billion dollars. 

Mr. Gary. Under what type of contract is it being constructed / 

Mr. Branp. One individual Russian contract with one boss, no 
subcontracts. 

Mr. Gary. I meant the contract with India. 

Mr. Branp. You mean the loan that India has made ? 

Mr. Gary. Yes. Is it by loan or grant / 

Mr. Branp. It is by loan. 

Mr. Gary. Do you know the terms of that loan / 

Mr. Branp. | do not have the terms of the loan. I will be glad 
to submit them for the record if they are obtainable. 

I have heard various and sundry versions of those loan terms, and 
whether we have them with any degree of accuracy I am not sure. 
If we have I shall submit them for the record. 

Basically it is a loan repayable in foreign exchange and to some 
extent In rupees. 

Mr. Gary. If you will just insert information concerning that in 
the record it will be entirely agreeable. 
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Mr. Branp. My information is that interest is charged at 214 per- 
cent, repayment in convertible rupees to be made in 12 annual install- 
ments 1 year after each drawdown. 

1 do not think I will have any more definite information than that. 


UNEXPENDED BALANCES 


Mr. Passman. Mr. Comptroller, the committee would like to have 
you give us a new sheet similar to the one we have been carrying for 
the past 3 or 4 years. I have no patent on this, but this is my work- 
sheet and I am flattered that you would copy my style. 

However, instead of consolidating some of those other accounts, to 
build this special assistance to a point that you have more than one- 
half billion dollars for expenditure, we want you to break it up and 
show the amount that is still in development assistance, unexpended, 
and to do the same thing for the joint control item. You are dealing 
with an entirely separate item. It was appropriated for in prior years 
under a section of the bill, and I do not think the committee would like 
to have these accounts consolidated. 

(The tabulation referred to appears on pp. 425-425.) 

We want ours just as Congress has authorized it in prior years. 

We shall stand adjourned until 10 o’clock tomorrow morning. 


Wepnespay, Maren 16, 1960, 


LOAN REPAYMENTS IN DOLLARS AND LOCAL CURRENCIES 


Mr. Passman. The committee will come to order. 

On yesterday we were discussing the summary of repayments on 
loans—or those transactions we refer to as loans—of the Development 
Loan Fund. As it applies to principal only, the repayments had been 
3.067.691: and of that amount $59,000 came back in dollars, but local 
currencies amounted to $3,008,691. 

Isthat correct ? 

Mr. Murenuy. Yes. 

Mr. Passman. That must have tosome extent proved disappointing, 
that such asmal] amount came back in dollars, after the encouragement 
we were given last year that a larger proportion would be repaid in 
dollars than had been originally anticipated. 

Mr. Branp. Mr. Chairman, I would like to comment on your obser- 
vations. 

Your statement is entirely correct; the figures do reflect the earn- 
ings in local currencies being higher than the earnings in dollars, for 
the reason that in making these loans about 75 percent of the loans 
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were made repayable in local currencies and approximately 25 per- 
cent repayable in dollars. It just happens that in negotiating the 
loans, those repayable in dollars started to become repayable at a 
later date than those thet able in local currencies. In other words, 
the earliest loan agreements were those repayable in local currencies, 
This does not depart from the fact that over the repayment period 
more dollar repayments will come in. So the repayments at this 
particular time are not indicative of the whole trend. 


USE OF LOCAL CURRENCIES RECEIVED 


Mr. Passman. The record stands that with respect to the local cur- 
rency received, nothing can be exported out of the country, the cur- 
rency cannot be spent in another country, and it would become usable 
only if and when the currency of that country should reach a par with 
hard currency, the American dollar. Is that correct / 

Mr. Branp. Except that all of these things may transpire with the 
consent of the other country and the currency is usable within the 
country. 

Mr. Passman. It would require the consent of the other country, 
even if the currency of that country should reach a par with our 
dollar ¢ 

Mr. Branp. No; | am talking about whether it reaches a par with 
our currency or not. Of course, if it does, it would be interchange- 
able on the money markets of the world, and there would be no re- 
striction. 

Mr. Passman. But so long as there is that restriction, that it can- 
not be exported, we would have to have their consent / 

Mr. Branp. I think what you are speaking of only applies when 
we try to take exports out of their country. ‘Tt is only restrictive 
that sense and no other. 

Mr. Anprews. Mr. Chairman, may Lask a question / 

Mr. Passman. Yes. 


PURCHASE OF RAW MATERIALS FOR EXPORT 


Mr. Anprews. Why should X country object to our buying raw 
materials and exporting those raw materials and paying for them out 
of that local currency ? 

Mr. Branp. We have had no country object to our doing that. 

Mr. Anprews. Could we not do it? 

Mr. Branp. They are in such need of earning hard currency to gen- 
erate the things they need that it may not be conducive to the prog: 
ress of the country. When the currency becomes hard, there should 
be no objection to the use of the local currency. Today Mexican 
pesos may be used anyplace you want to. It is completely convertible. 
and they are not short of the dollars necessar y to keep their economy 
running. 
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Mr. PassMan. Prior to your being in your present position with 
the Development Loan Fund agency, it was brought out that the 
local currency had no value to us, and that we could look forward 
to using the currency only if and when it reached a par with the 
dollar. I asked the same question my distinguished colleague from 
Alabama has just asked, and I was told if we should export there 
would be no purpose to the program, because the exports would earn 
the dollars and that would defeat the purpose. 

Am I stating that correctly 4 

Mr. Murpny. With one qualification. If it could be shown that 
the exports involved would not otherwise take place it would throw 
a different light on the situation. Otherwise you would have the same 
result as if you had made the loan repayable in dollars. It may be 
that in the future there might be opportunity for the export of goods 
above the normal market. that the country would not object to. 


U.S. PUBLIC DEBT AND SOUNDNESS OF DOLLAR 


Mr. Passman. I shall delay only another minute or two before 
passing to Mr. Taber, who did not ‘have the opportunity to examine 
when his turn was reached the other day. 

Our public debt on March 10, 1960, stood at $290,596,657,253.22. 

If we go to the Bureau of Labor Statistics to check on the sound- 
ness of our dollar, we will find that the dollar worth 100 cents in 1939 
is now worth only 46 cénts. It has never been worth less. 

So as the public debt goes up the value of the dollar goes down. 


EXAMPLE OF CONGRESSIONAL MAIL 


I received a letter this morning, and I am of the opinion many 
others are receiving similar mail. This letter says: 

When will the dreamers, the schemers, the spenders, the one-worlders, ever 
wake up and realize we are positively destroying the welfare of generations yet 
to be born by embarking on so many programs on a worldwide basis and ex- 
panding them annually? 

I do not know that I can answer that letter, and the situation is 
so complicated and frightening to some of us who look at it differ- 
ently than you do, that I am going to forward it to the Department and 
ask them to draft a reply to this individual. I want to see how 
they would answer that type of letter. If they do a good enough 
job, I will forward them 600 or 700 more I have received from people 

all over the country dealing with this program. 

Mr. Taber? 


NUMBER OF LOAN AGENCIES 


Mr. Taper. Mr. Brand, we have in operation several loan agencies, 
so-called. One of them is this Development Loan Fund setup that 
you represent. Another is the Export-Import Bank. Another is the 
International Bank. Another is the Latin American Bank Joan out- 
fit. And another is the Public Law 480 program from which we 
receive great quantities of local currency. 
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Ilow many other agencies are there / 

Mr. Branp. The International Monetary fund is an international 
agency that does make loans, but not for development purposes. I 
assume you are not referring just to development purposes. That 
completes the list, I think, Mr. Taber. 

Mr. Taner. You think that completes the list / 

Mr. Branp. The International Finance Corporation is a small or- 
ganization of the World Bank. It has an authorized capitalization 
of $100 million. Itissmall in comparison with the others. 

The International Development Association is now being consid- 
ered, again a World Bank adjunct, but it has not yet been formed. 

Mr. Taper. Is that all that there are / 

Mr. Brann. That is all to my knowledge. 

Mr. PassMan. The other day we were given eight. 

Mr. Branp. It might be considered that the International C oopera- 
tion Administration is one. It sometimes makes some loans, but that 
is largely Public Law 480. If you include the International Develop- 
ment Association there will be eight, but it is not in existence. 

Mr. Taper. It is not in existence ¢ 

Mr. Branp. No. 


Mr. Taser. Then there is no use including it. 
COMPARISON OF INTERNATIONAL LENDING AGENCIES 


I would like to see on one chart, if it can be had, the amount of 
investment that we have in each of these outfits, the loans that they 
have made in the next column, the interest repayments that have 
been received, and the principal repayments that have been received, 
in dollars in one column and in local currency in the other column. 

Mr. Branp. I did not quite understand the last, Mr. Taber. 

Mr. Taper. In the first column I would like to have the amount of 
the repayments that have been made in dollars, and in the second 
column the amount that has been repaid in local currency. 

If any of these loans are not repayable in local currency, I am in- 
clined to think they should be in a separate table. The table should 
show the country or the residents of the country to whom these loans 
were made. 

I do not see how we can proceed intelligently without having that 
kind of a table in front of us. And, frankly, Lam quite disturbed by 
the fact that we seem to be creating so many more agencies and 
scattering our funds in all directions. The more complex this situa- 
tion gets, the harder it is for the people generally and the Congress 
in particular to follow it and have a real grasp of it. That is the 
reason why I wanted to see it all together. 

Do you think you can get such a table / 

Mr. Branp. We shall be happy to submit this, Mr. Taber. We 
have already submitted a paper that shows the various agencies and 
what they do, and we will extend that. 

Mr. Taser. The trouble with that is that it is not all in one spot. 

Mr. Branp. The one we have submitted for the record is in one 
table but it does not have all the repayment matters that you seek, 
and we will enlarge it to include that. 
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In requesting a separate table for loans not repayable in local cur- 
rency, that means we must have one table for the Development Loan 
Fund and another table for all other institutions because we are the 
only institution accepting repayments in local currency, except Public 
Law 480, and that is the Treasury that get that and -“ an institution, 

(Nore.—The information requested appears on p. 435.) 


U.S. MILITARY SALES PROGRAM 


Mr. Passman. How about the sale of military equipment ¢ 

Mr. Branp. Those are not generally loans, Mr. Chairman. 

Mr. Murpny. Those are sales of milit: ary equipment where local 
currency is accepted only if the Defense Department has an immedi- 
ate need for such local currency. ‘They do not enter into an arrange- 
ment. to sell military equipment for other than dollars unless they know 
they have an immediate need for the local currency proceeds in the De- 
fense Department. 

Mr. Taser. Does that mean there are no substantial amounts of local 
currency held by the military / 

Mr. Murpny. Yes,sir: that isexactly what it means. 

Mr. Taner. In other words, there is a quick turnover of the local 
currency ¢ 

Mr. Murruy. Yes. Inthe current fiscal year the total receipts from 
this source will be $30 million, and the vast majority will be in U.S. 
dollars. Only a small part of that would acerue in local currency in 
the first instance. 

During the fiscal year 1961 the comparable figure is a total of 540 
million, the vast ms jority of which would be in U.S. dollars. 

I think this will give you an idea of the order of magnitude. 

Mr. Taner. The funds that are received from the sale to these dif- 
ferent countries of military arms and equipment would not be, or 
would they be, chargeable to the apropriations for military equipment 
and supplies that are made here ? 

Mr. Mureny. They would be, Mr. Taber. 

Mr. Taner. They would be ¢ 

Mr. Murpny. Yes. -In the first instance the military assistance ap- 
propriation pays the service involved for the equipment. When the 
repayment is made by the other countries, if it is in the form of dollars, 
it goes immediately in the military assistance account and may be 
used. If the repayment is in the form of local currency, it is sold and 
the resultant dollars are again deposited in the military assistance ac- 
count. 

Mr. Taper. Is there an accumulation of local currency / 

Mr. Murruy. A very small amount at any one time in the hands of 
the Department of Defense asa result of these transactions. 

Mr. Taser. I think you might put a table in the record showing 
the amount that has been delivered as a sale and the rece ipts. 

Mr. Murpny. The overall total or just the portion sold for local 
currency, or do you want a bre: lanes showing both ¢ 

Mr. Taner. I would like to see what has been sold for local currency 
and what has been sold for cash. 


53909— 60——- 28 





Mr. Mureny. All right. 
(The information follows:) 


{In thousands of dollars] 
eee oes Geen er, 108 TOR ss ee * $102, 572 
Total collections through Feb. 29, 1960 7__._.---_--_-_--_-_------_---- * 49, 378 
1 Includes $30 million equivalent repaid in local currency. 
2 Principal only; interest collections are deposited to miscellaneous receipts, Treasury, 
%Includes $3,906,000 derived to date from conversion of local currency collections; 


excludes $26,094,000 equivalent of local currency collections expected to be converted by 
end of fiscal year 1961. 


Mr. Taser. Off the record. 
( Discussion off the record. ) 


ACCUMULATION OF LOCAL CURRENCIES 


Mr. Brann. I might add, Mr. Taber, that the accumulation of local 
currency is not a direct result—that is, this large accumulation that 
the committee has referred to hie time to time—is not the result of 
a lending agency activity per se. It is much more the result of the 
Public Law 480 program Gienet to handle our surplus agricultural 
products. Under the Development Loan Fund’s full lending program 
to date and our average length of loan, the repayments in “local cur- 
rency would not average more than $75 to $100 million a year; and 
the experience of the Export-Import Bank has been that they have 
found a very useful way to handle currencies of that particular 
magnitude. 

Mr. Taper. Unless it is restricted, what is that way ? 

Mr. Murruy. I am not sure I understand that question, Mr. Taber. 

Mr. Branp. I did not quite understand that question, Mr. Taber. 
Iam sorry. It is my fault. I was talking to one of my associates. 


SUMMARY OF COLLECTIONS, EXPENDITURES, AND BALANCES OF FOREIGN 
CURRENCIES 


Mr. Taser. You told me the amount of local currency that you 
took in, that there was a way it might be used by the agency and other 
departments in that particular country. There seemed to be a feeling 
that as these things go it was a comparatively small amount. I would 
like to know how much of that local currency was gathered in in the 
fiscal year 1959 and so far in 1960, and how much of it still remains 
in your hands. 

Mr. Brann. What I was referring to, Mr. Taber, is found on page 
927 of the budget document, which I am quite sure you do not have 
before you, and I shall be happy to hand it to you, but may I for the 
moment just refer to the figures and in iclude table 2 in the record, 
with the chairman’s permission? It is that table, Mr. Chairman, found 
in the budget analysis. 

Mr. Passman. Without objection, the table shall be inserted in the 
record at this point. 
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(The table follows :) 


TaBLe 2.—Summary of collections, expenditures, and balances of foretgn currencies 


{Fiscal years. In millions of dollar equivalents |] 
1959 actual | 1960 estimate | 1961 estimate 


Cash balances brought forward (in Treasury and agency | 





wecounts) 
Public Law 480, sales of agricultural commodities (title I) $1, 412. 4 $1, 661.4 $1, 738. 1 
Mutual security proceeds of Sales of agricultural and other | 
commonines i seca aaunecesacledeactcieke RAE SERRA 318. 9 276.9 266. 8 
Development Loan ‘Fund. aoa sae 3 4 
omer eiiiedcoviounetes ee : sdeen aos 51.8 105, 2 132. 9 
Subtotal 1, 783.0 2, 043.8 2, 149. 4 
Collections 
Pub lic Law 480, sales of agricultural commodities (title I) -- &35.9 840.5 912. 5 
Mutual security ’ 
Proceeds of sales of agricultural and other commodities 220. 1 150.0 160.0 
U.S. portion of counterpart deposits ae one 19.9 12.7 12.7 
Other mutual security collections 37.6 5.6 27.2 
Other nonloan collections 
Contributions for support of U.S. forces abroad 16. 5 3 
Surplus property and leand-lease : fil. 7 60.7 35.7 
Informational media guarantees 7.5 7.0 7 
Miscellaneous 31.6 51.5 47.2 
Loan repayments (principal and interest) 
Development Loan Fund. 3 11.8 2 
Public Law 480 loans ci £2 4 17.0 
Mutual security loans aoe 6.7 12.1 16. 
Subtotal ace isa $ 1, 269.9 1, 80.9 1.2;0.%8 
Deduct 
Sales for dollars to appropriations and funds 
For credit to miscellaneous receipts 150. 2 128. 2 73 
For credit to appropriations and funds 89.8 92. ¢ 4 
Expenditures in agency accounts (see t ible 4) 729. ( S14 140, 2 
Adjustment due to changes in exchange rates 42.3 1) 10.0) 
Other adjustments Fe 
ish balances carried forward (in Treasury and agency 
wccounts ‘ 2, 043.5 2, 149. 4 2, 182. 2 
tima ted | ivailability for use of these balances is as follows 
Available only for loans or grants 1n foreign countries 1, 156. 2 1, 150. 4 1, 068. 3 
Avi tilable for U.s. purposes 887.7 999. 0 1, 113.9 
Collections at rates specified in loan and sales agreements, except nonloan collections. Nonloan collec 


tions, sales, and expenditures at Treasury selling rates. 
SOURCE OF LOCAL CURRENCY RECEIPTS 


Mr. Branp. You will see there, Mr. Taber, that in 1961 the estimate 
of receipts from the Public Law 480 program is anticipated at $912.5 
million from sales of agricultural commodities under title I. And the 
receipts from proceeds of sales of agricultural and other commodities 
under mutual security is estimated at $160 million. 

Going down a little bit further you find loan repayments, principal 
and interest, Development Loan Fund, is only $25.1 million. 

So the accumulation of local currencies is the result of activities, for 
the most part, other than lending agencies. 

The Export-Import Bank which I referred to, while I was there 
as the Director, we made over 75 loans of local currencies to American 
firms abroad. That took the place of having to loan dollars to those 
concerns and was beneficial to the American industries abroad, the 
economy of the country where these industries were active, and use- 
ful to the U.S. Government in that it provided relief from using dol 
lars for the loans, substituting local currencies. 
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I want to say. Mr. Taber. that Iam as concerned as you are as to the 
use of local currencies, and as concerned as the committee is, but | 
think we have found ways and means as a start—or we might say we 
are at the end of the beginning—in making use of the local currencies 
In many of the countries. So we are not oblivious to the problem by 
any manner or means, 


LOAN REPAYMENTS 


Mr. Taner. T have in my hand a table which T understand vou have 
prepared showing the dollars and loeal currence v received from various 
countries under the Development Loan Fund. Is that table in the 
record / 

Mr. Passman. That table is in the record. 

I mentioned earher that the total repayments had been 83,067,691, 
and of that amount 859.000 represented the payments in 
$3,008,691 represented repayments in local currencies. 

Mr. Murrenuy. That is correct. 

Mr. Passman. We went into that in detail yesterday. 

Mr. Taner. Does this cover all of the loans that the Development 
Loan Fund has received pavments on 

Mr. Brann. U p to December 31, 1959. We can give you the activity 
for the month of January 1960, which brings us upto F ebruary 1, 1960, 
but we are not able to bring vou accurate figure 


1. dollars and 


s of re payments beyond 
February l, as our accounting people have not brought them to us. 


I shall be glad to insert. these figures I am referring to in the record. 
(The mformation follows :) 


Summary of rece ipts as of Feb. 1, 19604 


Repayments Interest Total 

| earned receipts 
Dollars $159, 000 $1,070, 411 $1, 229, 411 

Local currencies: ? 

Dinars (Yugoslavia 30, 000 51, 731 81, 731 
Pesetas (Spain 0 1, 028 1, O28 
Frances (Tunisia 0 9, 874 ¥, 874 
New Taiwan dollars 4), 124 131, 491 171, 615 
Baht (Thailand 0 311 311 


Lempiras (Honduras 25 


25, 000 5, 054 30, 054 
Guaranies (Paraguay 10, 000 36, 875 46), 875 
Bolivianos (Bolivia 10, 000 54, 272 64, 272 
Cruzieros (Brazil 535 7, 561 8, 096 
Sucres (Ecuador 0 342 342 
Gourdes (Haiti 0 358 358 
Hwan (Korea 10, 000 21.053 31, 053 
Pounds (Israel 100. 000 728, 469 $28, 669 
Pounds (Ethiopian 0 248 248 
Drachma (Greece : 30, 000 2000, 205 230, 205 
Lira (Turkey 11,871 6,713 18, 584 
Rupees (Ceylon) 50, 000 18, 572 68, 572 
Rupees (India) 4, 633, 333 1, 440, 090 6, 073, 423 
Rupees (Pakistan 690, 030 158, 707 848, 237 

Total, local currencies 5, 640, 893 2, 873, 153 8, 514, 047 
Total receipts 5, 799, 893 3. 943. 565 9, 743, 458 


| Latest date for which detailed information is available. 
2 In dollar equivalents 


Mr. Passman. Off the record. 
( Discussion off the record. ) 
Mr. Taper. That is about all I have at this time. 
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COMPARISON OF LENDING AGENCIES 


Mr. Passman. There are eight lending agencies in which we have 
capital. If we could receive a separate sheet on each one of the 
agencies, and then get your recapitulation on a master sheet, it would 
be helpful. In that way we could immediately refer to sheet No. 1, 
if it is the Development Loan Fund, then check the loans and how 
they would be repaid. 

It would make it a little easier to understand if you had separate 
sheets on the seven or eight, independent, one from the other 

Can that be given to us, Mr. Comptroller / 

Mr. Murreny. We will make a college try on that, Mr. Chairman. 

As you were speaking I was thinking of possible difficulties that 
would occur. 

Take an organization such as the World Bank, and it makes many 
loans which has nothing to do with the U.S. capital invested in it. 
We are just one of the contributors, in other words. 

While I am sure we could get information from the World Bank 
as to the loans it has made, I am not clear how we could relate those 
loans to the U.S. pledge which is only part of the capital of the 
Institution. 

Mr. Passman. You give the information to us and we shall 
deavor to figure it out. 

Mr. Taner. It would seem if we had the total separately from the 
World Bank, and the total amount the United States has contributed, 
you would have to figure any operation of that Bank on a percentage 
basis, 


U.S. GUARANTEES ON LOANS 


Mr. Passman. If you would, insert along with this list, and we are 
referring now to individual sheets, another sheet listing the guar- 
antees of the U.S. Government on loans. 

There is an accumulation of guarantees on loans for which no ap- 
propriation has been made, and it is a contingent liability which we 
could at some subsequent date be called upon to pay. 

Mr. Murpny. Yes: that is correct, Mr. Chairman. 

On the other hand, the only guarantees I am aware of which have 
been made other than those which we have made to the World Bank 
are the two that Mr. Brand mentioned here in the Development Loan 
Fund and which were discussed earlier in the hearing. 

It is true that with respect to the World Bank there has been no 
appropriation, but there has been public-debt authority given by the 


Congress to the World Bank to back up the U.S. pledge, so in effect 
the whole U.S. capiti al pledged to the World Bank is a guarantee. 


Mr. Passman. Then give us two sheets. 
The information referred to follows :) 


INTERNATIONAL LENDING ACTIVITIES OF U.S. GOVERNMENT INSTITUTIONS AND 
MULTILATERAL INSTITUTIONS IN WHICH THE UNITED STATES PARTICIPATES 


SUMMARY 


There are presently six United States and international lending agencies 
actively engaged in oversea nee ‘ing operations, with two additional interna- 
tional agencies involving U.S. participation scheduled to begin operations in the 
near future. The following series of tables summarize lending activities of each 
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of these institutions and the amount of outstanding loans, credits, and exchange 
transactions which are repayable in U.S. dollars. In addition, table C provides 
a summary of loan guarantee activities of those U.S. agencies which make guar- 
antees for oversea loans by commercial banks and others. Data is presented 
as of June 30, 1959, the latest date for which comparable information for all 
institutions is readily available. Details for individual agencies and programs, 
their capitalization, financing, lending activities, and loans repayable in U.S. 
dollars are presented on pages which follow. Information has been secured from 
official published data of the agencies concerned, and from staffs of these agencies. 


Tasie A.—Lending and other transaction activity of international lending 
institutions, as of June 30, 1959 


[In millions of U.S. dollars 


| Total credits, Credits Credits, Interest and 
loans, and loans, and loans and | other charges 
exchange | exchange exchang¢ collected 
| transactions !| transactions | transactions 
disbursed repaid 
a) U.S. agencies 
Export-Import Bank of Washington -_-__-| $8, 208. 2 $6, 882.5 $3, 409. 2 $1, 005.7 
Mutual security loans (excluding DLF 4, 284.4 3, 044. 2 70. 1 273.3 
Development Loan Fund. --_...-..----- 831. 1 67.1 a 3 
NINN ok ra ote AST 13, 323.7 | 9,994.1 3.479. 4 1, 279.3 
4) International agencies: 
International Bank for Rec. & Dev---- 4, 426. 1 3, 377.3 500. 9 646.0 
International Finance Corporation- _---- 19.8 9.9 0 5 
International Monetary Fund---...---- 3, 288. 1 3, 288. 1 1, 780. 8 96.7 
Subtotal 3 2,281.7 | 743.2 
Total 4 , 761.1 





(c) Summary by currency of repayment 
Repayable in U.S. dollars._........--_- 216, 501.1 14, 485 5, 692. 7 1, 912.4 
Repayable in other currencies. -_---.-.--- 34, 556.6 | 3 2, 183.8 68. 4 110.1 


1 Excludes loan guarantee activities of DLF and the Exminbank, which are reported on table C 

2 In the case of the IBRD, the currency of repayment is not known until disbursements have been made 
Therefore, the percent relationship between dollar and other currency repayment for loans disbursed has 
been applied to loans made to arrive at an approximate relationship between dollar and other currency 
repayment in this category 

$’ Excludes $308,200,000 in nondollar IMF currency drawings repayable in dollars 
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nge TaBLe B.—Summary of loan balances outstanding June 30, 1959, repayable in 
des U.S. dollars, by region and country ! 
1ar- 
ited {In millions] 
all . : Say a = eis 
|Ms, Exim- Mutual | IMF ex- 
U.S. bank loans) security DLF IBRD IFC change Total 
. and loans 2 loans* | loans loans transac- 
rom credits | tions | 
“1e8. cs _ st =e = aa RE cara an 
Africa } 
Oo ee ee ee ee als tae amnn ema mmnn oie $9. 1 ici ? $9.1 
Belgian Congo Pe eS ome ee, ee es "| 56. 5 7 ea a 56. 5 
British Get AMOR: .cccccnlcusece Wii a an oe cia Teatars aries : 22.6 |.- 22. 6 
So a ae - ahs enc ice ancaecn 8.2 14. 5 
French West Africa.........|....-- a a ae ait 5.3 5.3 
Pat ccc esunene 1:0 1..<<. ee SEG. ncss 16.1 
and MNEs cans uideeokaneuseads Ds eke a hats ee PAE Bcacce oe aha ee 1:2 
arges Nigeria a ae ie Bd! bec ctueencuPtedeneanne 5.1 
ted Portugese East Africa .----- | Se Soe vaeccdaneccescaplavaseses 12,2 
Portugese West Africa__-_--- (4) ae j (4 
Rhodesia-N yasaland .......|.........- 59. 6 skis 9. 6 
2 Sudan_._. 5 cs isenat acinar : 4.8 E $5. 0 9.8 
Union of South Africa —_..-- 97.4 |. 98. 0 i 25. 0 220. 4 
cloemeseaaal ea ssi 
, 005.7 Subtotal, Africa.......--- 131 9 1.3 | 1 | 269. 2 a 30.0 | 432.4 
273.3 eS 
3 Europe | | | 
- a ceca ss aa ies BR iieiccceakl te nmmcintess | 25. 4 35. 0 
279.3 Belgium ; ; §2. 2 Rican cmosy 63. 1 f 177.8 
sass CISBGNOSID VERIO... ..docncsoslonvonse a al aed Seal de plein 1.7 ha 
Denmark ; ss ecealedbalis 9.3 Be ta wsmensnae BF, © Aecsien 79. 2 
646.0 European coal and steel....|......--- ‘ nak a ees. s 5 ai 94.0 
5 CUES. sc cutoas ceeensaed 67.7 i  ——— : 21.5 ‘ 103. 2 
96.7 France i aaa ‘ 824.8 | EA ade ccwe 227.2 393. 8 1, 664. 0 
— Germany pinkie ate ute ab merle 8.0 | DE Mclevin tiscipione Rateaiei ie 24.9 
743.2 Greece Brag st ee : BS 2G: eee et a a 11.3 
=== Iceland a “a 9.7 | 9.8 
2, 022 Italy sce bop aaaeainaan 5 31.9 91.0 | S 104.9 a “a 227.8 
—=> Ireland | 25. 5 | 125. 5 
Luxembourg 6. ¢ 6.6 
1, 912.4 Netherlands 50.3 143. 5 83. 3 277.1 
110.1 Norway 20.8 34.0 43 9 98.7 
Poland Bik 45.5 | 73. 2 
a Portugal 32.8 32.8 
Spain 19, 2 3. 6 72.8 
| made Sweden 17.8 17.8 
sed has United Kingdom | 251.1] 378.1 345. 3 974. 5 
irrency Yugoslavia-. 410.5 | | 1 22.9 63.! 
Subtotal, Europe ; 1,424.5 | 1,396.5 1 613. 4 763 ‘171.2 
Far East 
China | 29. 6 29. 6 
Indonesia | 74.7 13.9 0 143. 6 
Japan 139. 3 | 148. 6 287.9 
Malaya 1 
Philippines | 30.2 | 10.5 18.8 59. 5 
Thailand__. | 1.5 | 34.1 35. 6 
Subtotal, Far East | 275.3 | 13.9 193. 3 73.8 556. 3 
Tat - 
Latin America: 
Argentina.. j 148.0 | 99. 5 247.5 
Bolivia 34.0 | ss 42.8 
Brazil__ | 523.6 | 126. 7 $6. 0 92. 3 748. 6 
Chile_..._ 6. O 13.8 26.4 1.8 42.4 180.9 
Colombia | 134.9 61. 25. 0 221.4 
Costa Rica 15.1 ] 3.1 18.3 
Cuba 35. 1 25. 0 60. 1 
Ecuador 23. 1 5 10.0 33. f 
El Salvador 16.4 16.4 
Guatemala 9 13.4 2 14.5 
Haiti 27.5 | 5 4.1 32. 1 
Honduras 2.3 | 1.8 - 6. ¢ 
Mexico... 206. 8 108. 8 6 22 38. 7 
Nicaragua 1.2 12.6 13.8 
Panama 2.0 | 3 2.3 
Paraguay 8.3 1.0 2.5 § 17.6 
Peru 135. 1 13.5 28. 3 14. 5 191.4 
Uruguay §.2 {.. 21.1 26. 3 
Vene zuela §..7 7 
Miscellaneous 25. 1 25. 1 
Subtotal, Latin America 1, 429. 9 28. 1 ‘2 433. € 8. 342. 4 2, 243.7 
See footnotes at end of table, p. 436. 
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TaBLeE B.—Summary of loan balances outstanding June 30. 


U.S dollars, by reqion and country ? Continued 
In millions] 
Exim- Mutual 
bank security DLF IBRD IFC 
loans and! loans 2 loans 3 loans loans 
credits 
Near East 
Iran $28.7 $66. 5 $24.3 $59.0 
Iraq 1 
Israel 103.3 
Lebanon 1.6 
Saudi Arabia a7 
lurkey 1.0 85.0 30.7 
UAR-Egypt ‘ 
Subtotal, Near East 138.8 151.5 24.3 94.3 
South Asia 
Afghanistan 39. 3 10.6 
Burma 1.2 
Ceylon 1.6 
India 8.3 Is), 2 157.0 
Pakistan 26 15.0 10.1 
Subtotal, South Asia 0.2 211.8 169.9 
Other 
Australia 2.7 238 $0.7 
Canada ‘ 
New Zealand 9.1 
Subtotal, other 11.8 238. 5 7 
Total 3, 462.5 1, 776.0 25.6 2,012. 2 3 
Loan balances outstanding represent disbursements under loans, credits, or exct 


repayments, 
? Excluding DLF. 
3 Mutual security 
4 Less than $50,000. 
> Individual items will not total precisely due to 


ippropriation excluding DLF 


rounding 


ABLE ( Loan quarantee activities as of June 30. 1959. of I 
lending agencies } 
In millions of dollars] 
DLF loan Exim 
guarantees kk 
unr 
Amount of guarantees mack $4.5 
Loan disbursements under guarantees 2.9 
Payments on loans under guarantees 0 
Outstanding loans under guarantees x 


! Includes only 
security legisiutior 
Eximbank totaling 


loan guarantees, and ex 


, Which totaled $352,700,000 on June 30, 
700 000 


1959, and letter of credit b 





$137 


IMF ex 
change 
transac 


ludes guarantees for U.S. private investments m 


iMices 


1959, repayable l 


Total 


n 


643.9 


Suctions les 


tlons 
$16.9 
$N 
30.0 
85.4 
12.0 
2h ) 
212. 0 
| 507.3 
ige tra 
S rile 
ink 
$449. 7 
449.7 
447. ¢ 


natliona 


$454 


452. 
447 


under mutu 


Puar 


anteed 


f 


i 
y 





otal 


49.9 
13.2 
1.6 
551.5 
oF 


“ind 


643.9 


241.9 

‘ 
9 l 
251.0 
8, 792.9 


ons less 


iliona 


otal 


$454.2 


452. 6 
— 447.6 


* mutual 
iteed by 
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Export-IMPORT BANK OF WASHINGTON (EXIMBANK) 


Established: February 12, 1934. 

Capitalization and financing: Authorized capital stock of the Eximbank is 
$1 billion, subscribed by the United States and held by the Treasury. In addi- 
tion, the Bank is authorized to issue for purchase by the Secretary of the 
Treasury notes and other obligations in the aggregate of $6 billion, for whose 
purchase the Secretary of the Treasury is authorized to use as a public-debt 
transaction the proceeds from securities issued under the Second Liberty Bond 
Act. The total amount of loans, guarantees, and insurance which the Eximbank 
is authorized to have outstanding at any one time is $7 billion. 

The Eximbank has broad powers under its charter to carry out its purposes, 
and currently makes available direct financing, guarantees, and insurance. Di- 
rect financing takes the form of (a@) purchases, without recourse, from a U.S. 
exporter of notes or acceptances issued to him by a foreign importer: (0b) loans 
to a United States or foreign private entity or foreign government; or (€) 
purchases from a U.S. importer of his obligations. Guarantees may run di- 
rectly to exporters or importers or may be effected by a purchase by a financial 
institution of obligations, from an exporter or importer with the backing of 
a guaranty agreement with the Export-Import Bank. These guarantees may 
cover all risks of repayment or be limited to dollar transfer or other specified 
risks. 

Repayment to the Eximbank is made in dollars in up to 5 years in the case 
of exporter credits and up to 20 years in the case of project loans. The current 
nterest rate charged on exporter credits is 6 percent: on project loans the rate 
is 5%, to 6 percent; and lower rates are established for short-term commodity 
credits. Rates charged vary according to the interest costs to the U.S. Treas- 
ury. The Bank operates on a revolving-fund basis. Out of gross earnings, 
payments are made of interest to the U.S. Treasury and administrative ex- 
penses, leaving a net profit, out of which a dividend on the $1 billion capital 
stock is paid to the U.S. Treasury, which in fiscal vear 1959 was for 21% percent. 
The accumulated net earnings are reinvested in loans, and retained in the Bank 
asa reserve for contingencies. 

U.S. participation: Capitalization of the Eximbank is entirely from U.S. 
funds, as noted above. 

Lending activities: The following table reflects cumulative lending activities 
of the Eximbank from 1934 through June 30, 1959 (expressed in millions of 
U.S. dollars): 


Credits and | Credits and | Credits and Interest 
loans made loans dis loans repaid collected 


bursed 


Repayable in U.S. dollars $8, 172.9 $6, S71. 7 $3, 409. 2 $1, 005. 4 
Repayable in other currencies . 35. 3 11.1 0) a 
Total : of 8, 208. 2 6, 882.38 3, 409. 2 1, 005. 7 


a 
wnrisk. Also, excludes loan activities under the mutual security program for which the Eximbank acts 


aS fiscal agent 


Credits authorized (excluding exporter credit lines) less cancellations and participations by others at 
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Credit halances outstanding June ju, 1959, repayable til { sane dollars OU region 


Africa: 
Ethiopia 


and country 


imount 


(millions) | Latin America 
$6.3 | Cuba 


Continued 





Liberia E 16. 0 Ecuador 
Portuguese East Africa__ 12. 2) El Salvador Shee 
Portuguese West Africa (") Guatemala i 
Union of South Africa__ 97. 4 | Haiti 
= | Honduras 
Subtotal, Africa 131.9 Mexico 
TS Nicaragua 
Europe: Panama . 
\ustria 9.6 Paraguay z 
Belgium 2.2 Peru 
Denmark 9.3 Uruguay 
Finland 67.7 Venezuela : 
France ceded ecauide $24.8 Miscellaneous ure 
Germany 8.0 
Greece . 11.3 Subtotal, Latin Amer- 
Iceland 2 1 ica 
Italy 1.9 
Netherlands eo 50.3 | Near East: 
Norway chakamcaaus 20.8 lran 
Poland poets Zt. 4 Iraq 
Spain : 7 19.2 Israel ae 
United Kingdom. ee 251. 1 Saudi Arabia 
Yugoslavia 2 40.5 Turkey 
—_—_-_——_— UCAR-Egypt 
Subtotal, Europe __ 1,424.6 
Saris Subtotal, Near East 
Far East: 
China 4.6) South Asia: 
Indonesia nS 77 74.7 Afghanistan 
Japan 139.3 India . 
Philippines suka 30. 2 | Pakistan ‘ . 
Thailand_. 4 1.5 
Subtotal, South Asia 
Subtotal, Far East TD 


Latin America: 
Argentina 
Bolivia 


resi... 


i) 
Colombia 
Costa Rica_ 


Others: 
Australia 


CaS 148. 0 | La 


Be 34. 0 New Zealand ____--__ 
e ss a 523. 6 7 
es B, 96. 0 Subtotal, others_______ 
Bs 134. 9 = 
facet aa a 15. 1 Total 


1 Loan balances outstanding represent loan disbursements less repayments. 
2 Less than $50,000. 


* Individual entries may not add precisely to regional or grand totals, due to rounding. 





imount 
(millions 


on~ 
935. 


oe 
2. 
*) 
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Outstanding loans under guarantees June 30, 1959, repayable in U.S. doilars by 
region and country’ 


{mount | imount 
Europe: (millions) | T.atin America—Con. (millions ) 
Greece Ss $0. 1 | Guatemala___-__- cieeieds (7 
Rei iyo Woes no Po ee = ge Mexico —_____ raatssei (*) 
Pere 2 : $0.1 
Subtotal, Europe____- 2 Venezuela__ AN 
Par BGG: Japan. «waa 2 Miscellaneous Latin 
=— NUMAN RO ah ea a 
‘Latin America: 
Brazil 3 Subtotal, 
COLONIA (75 Latin America 1.8 
Roe Seee .4 ——— 
Cae ty aso (*) Total mad 
‘Balance currently outstanding on ioans in an amount of $449,700.000 made under 
ExImBank guarantees, 
2Less than $50,000. 
MuTuanL Securtry LENpING’ (ExXcLupING DEVELOPMENT LOAN FUND) 


Established: Mutual security program loans were first authorized by the 
Economie Cooperation Act of 1948S (Marshall plan), and have been authorized 
subsequently for various purposes under the Mutual Security Assistance Act of 
1949, the General Appropriations Act of 1951, the India Emergency Food Act of 
1951, the Mutual Security Act of 1951 (as amended), the Mutual Security Act 
of 1953, the Mutual Security Act of 1954 (as amended), and section 104(d) and 
section 104(¢) of the Agricultural Trade Development and Assistance Act of 
1954 (as amended). 

Capitalization and financing: Funds for the financing of mutual security loans 
have been made available from: (a) Public debt authority granted to the former 
Reonomice Cooperation Administration under the Economic Cooperation Act of 
1948, the General Appropriations Act of 1951, and the India Emergency Food Aid 
Act of 1951; (6) from Mutual Security Act appropriations including local cur 
rency sales proceeds generated pursuant to section 402 of the Mutual Security 
Act of 1954 (as amended) ; and (¢) from the allocation of Public Law 480 sales 
proceeds 

Loans financed by borrowing from the Treasury were extended by the former 
Economie Cooperation Administration to foreign governments for economic 
assistance, excepting that loans funded from public debt authority under the 
General Appropriations Act of 1951 were extended to industrial enterprises, un 
conditionally guaranteed by the aid-recipient country. Repayments from the 
horrowers are applied to reduce the interest and principal on amounts due under 
the notes to the U.S. Treasury. 

Loans funded from mutual security appropriations and from Publie Law 480 
sales proceeds were extended to foreign governments (excepting for a loan of 
$100 million to the European Coal and Steel Community, funded from appro 
priations authorized by the Mutual Security Act of 1953). These loans were 
made for purposes of defense support, special assistance and economie develop 
ment. Collections of interest and repayments of principal are deposited with 
the Treasury and are not available to the agency for reprograming. 

Loans executed in the early period of the mutual security program provided 
for interest rates ranging from between 2% and 3 percent, with repayments in 
dollars. Loans extended under the Mutual Security Act of 1953 and subsequent 
legislation bear interest terms between 3 and 5 percent, depending upon the 
currency of repayment and the fiscal year in which the loan agreement was 
authorized or the Public Law 480 sales agreement was signed. 

U.S. participation: Funds for lending are derived entirely from U.S. Govern- 
ment sources. 





1 Loans included in this category inelude loans made by the International Cooperation 
Administration and predecessor agencies (exclusive of the DLF) and the Department of 
Defense The ExImBank acts as fiscal agent for all loans authorized pursuant to mutual 
security and Public Law 480 legislation 
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Lending activity : The following table reflects cumulative loan activities of the 
mutual security agencies (except DLE) from October 1948 through June 20, 
1959 (expressed in millions of U.S. dollars) : 


Loans Loans dis- Loans re Interest 
u j bursed paid collected 
Rey lile - 
Mutual security pre t oans $1, 866.9 $1, 825. 8 $7 $264.3 
Public Law 480 loar 3b. 4 20.3 2.( 
Subtota 1,903.3 1,846. 1 70.1 266.3 
Re vable in ott ¢ 
Mutual security | 768.1 580. 2 
Public Law 481 1. 613.0 617.9 ; 
s 2,381.1 1, 198. 1 
4,284.4 5, 044. 2 273 
Less than $50.00 
Loan balances outstanding June 30. 1959. repaya hle in U.S. dollars by region 
and country 
Amount imount 
Africa: (millions) | Latin America : millions 
Libva $1.2 Chile 13.8 
Keuador ” 
Europe: Panama o 
Belgium 62.5 Peru 13.5 
Denmark A 
European Coal and Steel Subtotal, Latin Ameri 
Community 94.0 ca 28. 1 
Finland 14.0 
I’rance 218.2 | Near East: 
Germany 16.9 Iran . 66.5 
Iceland 9.7 Turkey__- 85. 0 
Ireland 135. 5 
Italy 91.0 Subtotal, Near East 151.5 
Netherlands 143.5 
Norway 34.0) South Asia: 
Poland 1.5 Afghanistan 10.6 
Portugal 32.8 India IN6. 2 
Spain ne. 6 Pakistan 15.0 
Sweden in: & 
United Kingdom S78. 1 Subtotal, South Asia 211.8 
Subtotal, Europe 1, 369. 5 Total 1, 776.0 
Far East: 
Indonesia 13.9 
‘Loan balances ontstanding represent disbursements less repayments of principa 


Excludes loans with option to repay in dollars or local currency 


DEVELOPMENT LOAN FuNp (DLF) 


Established: Originally established in the Mutual Security Act of 1957 on 
August 14, 1957, and incorporated by the Mutual Security Act of 1958, as of 
July 1, 195s. 

Capitalization and financing: Total appropriations of S850 million had been 
made available to the Development Loan Fund through June 30.) 1959 An 
additional amount of $550 million has been appropriated in the fiscal year 1960 
Mutual Security Appropriation Act and an additional S700 million has been 
requested from Congress for fiscal year 1961. These funds are available 
Without fiscal year limitation, and the DLF is also authorized to utilize for 
further relending receipts from loan repayments and earnings from interest 
and fees. 
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DLF loans are made to the less developed countries to assist in providing 
economic resources and productive capabilities. The DLE cannot compete with 
private capital, and must also take into account whether financing is obtainable 
on reasonable terms from other free world sources. Loans may be repaid in 
either dollars or local currencies, and have had a duration ranging from 3 to 35 
years, with an average of about 15 years. Interest rates generally are 314 
percent on loans to governments for basic economic facilities and 5%, percent 
for profit-earning enterprises. The DLF also has authority to guarantee loans 
made by U.S. investors to private enterprise abroad. The total amount of DLF 
contractual liability for such guarantees may not at any one time exceed $100 
million. Fees are paid to the DLF for guarantees issued. 

U.S. participation: Capitalization of the DLF is provided by means of annual 
appropriations from Congress, as indicated above. 

Lending activity: The following table reflects lending activity of the DLE 
from its establismment through June 30, 1959 (expressed in millions of dollars) : 


Loans Loans Loans Interest and 
approved disbursed epaid fees collected 
j 
| | 
Repayable in U.S. dollars ‘ $221.8 $25.6 ‘y) 
Repayable in other currencies 609.3 | 41.5 i). 1 $0.3 
Total is ‘ 831.1 67. 1 3 


Less than $50,000. 


Loan balances outstanding June 30, 1959. repayable in U.S. dollars by region and 
country ’ 


{mount 
(millions) 
Africa: Liberia. 


- Oli a a cal Je gic ; « S@a 
BOON. RRR na eed en: Oven eee oe 
Latin America: 
NN ait ieoness oi 
a cc ol pid ee Sn madsen 1.0 
Subtotal, Latin America ere _ 3 
Near East: Lran : — : 24.3 
Total alee eralalaa si is cchalin s ss tia Ph. 6 


7Loan balances outstanding represent disbursements under loans less repayments. 


Outstanding loans under guarantees June 30, 1959, repayable in U.S. dollars, by 
region and country’ 


{mount 


(millions) 
Far East: Taiwan, total- Ses gn A ‘ $2. 9 


Represents balances outstanding of loans in an amount of $4,500,000 made under DLF 
guarantees 


INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT (IBRD) 


Established: December 27, 1945. 

Capitalization and financing: As of June 30, 1959, the IBRD had $9,556,500,000 
in subscribed capital stock from 68 member nations. Capital subscribed by each 
member nation consists of three parts: (@) 2 percent payable in dollars or gold 
and freely usable in any of the Bank’s operations; ()) 18 percent payable in 
currency of the member country and lendable only with the consent of the 
members whose currency is involved; and (¢) 8O percent not paid in and not 
available for use in lending Operations of the Bank, but subject to call and use 
only if required to meet the Bank’s obligations. 

Action -was taken subsequent to June 30, 1959, to increase the total capitaliza- 
tion of the IBRD to $21 billion by inviting member countries to double their 
capital subscriptions without an increase in payments. The purpose of this 
action was to permit the Bank to increase its borrowings in the world’s in 
vestment market. 
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The IBRD finances its operations from borrowing. As of June 380, 1959 
funded debt of the Bank representing borrowings totaled $1.9 billion, of which 
$1.6 billion is payable in U.S. dollars. In addition the Bank secures funds 
from sales of its loans to other investors (of $540.9 million of such sales as of 
June 30, 1959, $202.7 million was sold to U.S. investors), and utilizes funds from 
repayments and earnings. 

Loans are made by the Bank to assist in the development of productive fa 
cilities and resources of its member countries when private capital is not avail 
able upon reasonable terms. Loans are repayable in the currency disbursed by 
the Bank. Loans are generally repayable over a 15- to 25-year period, and 
interest rates have varied from 3 to 614 percent, with the current rate being 
about 6 percent. 

U.S. participation: The U.S. share of the June 380, 1959, subscription of 
$9,556,500,000 was $3,175 million, of Which Only $635 million represented paid-in 
capital under the 20-percent requirement. The increase in IBRD capitalization 
mentioned above increased the total U.S. subscription to $5,715 million; how- 
ever, no increase has resulted in the paid-in portion. The balance of the U.S. 
subscription, if called, would be met by the sale of Government securities as a 
public debt transaction. 

Lending activity: The following table reflects lending activity of the IBRD 
from 1946 through June 30, 1959 (expressed in millions of U.S. dollars) : 


I é t I epaid | other charges 
ected 
\ n Us j ir } s 14 S $439 ¢ $743 5 
Repayable in U. lolla 14 426. } 2 444 . 2.6 = 
Repayable in other currencie 32 08. 3 | 02 
j e } = : 
l +. 42 ! (4 646. 0 
| 
1 he rre of re ent td IY rable u t eme { I eto ser 
rate nade currency of repayment basis. The an ( er cance n 
| $2: 10,000 t el Loar S¢ 


Leo 
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Loan balances outstanding June 30, 1959, repayable in U.S. dollars, by region 
and country * 


Amount | {mount 





(millions) | (millions) 
Africa : Latin America: 

oor re $9. 1 TN ah oe $126. 7 
Belgian Congo and RRS ees se 26.9 
Ruanda-Urundi____---- 56. 5 | CONE cise rcisccs J 61.5 
British East Africa___-_- 22. 6 | Costa: Bica_==..=- ‘ a 
Ned aac sis 8. 2 | Eeuador_______- 10. 0 
French West Africa___-_ 5.3 | El Salvador______ 16. 4 
BO RRNIR edi ocspicas eatin cess wpe ee 5.1] Guatemala_ . ; 13. 4 
Rhodesia-Nyasaland —-—_~ oY. 6 Wo eet 0 
Sudan__-— etter ies cisincoce 4.5 | Honduras 1.8 
Union of South Africa _- 9S. O Mexico 7 108. 8 
. Nicaragua. eteteee 2.6 
Subtotal, Africa__.._-- 269. 2 Paraguay_-__- “ 0 
eet Peru rae 28. 3 
RT os cet 21.1 
Europe: ae 
I ne 25. 4 | Subtotal, Latin America 4383.6 
Belgium Be ee a 63. 1 | ee 

Denmark___ ete ce 37.5 | Near East: 
rinisng.......< eee aie ciate 21. 5 Iran_ mated 59. O 
Prance....... . ead Batiie Lebanon____--- acasaad 4.6 
Italy 2 ee 104. 9 | Turkey__- : 30. 7 
Luxembourg aioe a 6.6 | 
Netherlands aM tees oaeti 83. 3 | Subtotal, Near East ; 94.3 
Norway 43.9 | sciniabeemceds 


i 


South Asia: 
Subtotal, Europe 


ta 613. 4 | BULms. 23... Beles L2 

——— RN cc ithai ine sk apes Seid 1.6 

CP eer 157. 0 

Far East: | Ps ssi erecanseceicsnnss 10. 1 
Japan_ SA ty sae ae 148. 6 — 
Malaya..___- DO ad 2 Fae oa Subtotal, south Asia___~_ 169. 9 
Philippines______________ 10. 5 | ——— 
WROUANG. @ ono 34,1) Other: “Austraiia.............. 238.5 
Subtotal, Far East_____ 193. 3 ! POLI. acne nsession 


1Loan balances outstanding represent disbursements under loans less repayments 


INTERNATIONAL FINANCE CORPORATION (IFC) 


Established : July 24, 1946. 

Capitalization and financing: Authorized capitalization of the IFC is $100 
million. As of June 30, 1959, there were 57 member countries with subscriptions 
to capital stock totaling $93,664,000. 

Loans are made, in association with private investors, to further economic 
development through expansion of productive private enterprise in member 
countries, especially in the less-developed areas. The duration of IFC loans 
has been about 10 years, and borrowers pay interest at about 7 percent plus a 
participation in the profits, in most cases. 

U.S. participation: The U.S. subscription is $35,168,000, paid from the pro- 
ceeds of securities issued under the Second Liberty Bond Act, as amended, as 
a public debt transaction. 
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Lending activity: The following table reflects cumulative lending activity of 


the IFC from 1957 through June 30, 1959 (expressed in millions of U.S. 
dollars) : 
Loans Loans Loans Interest 
made disbursed repaid collected 
Repayable in U.S. dollars $19.2 $9.3 0 $0.5 
Repayable in other currencies : 6 6 0 0 
Total 19.8 9.9 0 


Loan balances outstanding June 30, 1959, repayable in 
and country* 


US. dollars, by region 


Amount 


Latin America: (millions) 


srazil 3 ; . aS $6. 0 
Chile : ; eit Eee 1 2 
Guatemala 5 amas E : ae Rete Si or 2 
Mexico Ba : = 6 
Subtotal, Latin America__ canteens 8.6 
fo Ea Ts | | | a rae Bee eer : a 
Total _- Te a nS 7 9.3 


Loan balances outstanding represent disbursements under loans less repayments. 


INTERNATIONAL MONETARY Fund (IMF) 


Established : December 27, 1945. 

Capitalization and financing: As of June 30, 1959, the IMF had total subscrip- 
tions from 68 member nations of $9,228 million. Country quotas are payable one- 
fourth in goid and three-fourths in the currency of the member country. 

Action has been taken subsequent to June 30, 1959, to increase the total sub 
scriptions to the IMF by 50 percent, to $13,842 million. 

Resources of the IMF are available to member countries for promotion of 
exchange stability and balanced growth of international trade through (a) pur- 
chase of currencies of other members for an equivalent amount of the purchasing 
country’s own currency, and (b) through standby agreements under which assur- 
ance is given to a member country that it may obtain assistance from the Fund 
up to certain limits and within a specified period. Member’s purchases of cur- 
rency from the IMF must be repaid by repurchases of its currency with gold or 
dollars by the member which had drawn, or by the purchase by another member 
of Fund holdings of the currency of the member which previously had drawn. 
As a general rule, repayment is provided for within a 3- to 5-year period. 
Borrowers pay charges on amounts borrowed in accordance with schedules estab- 
lished in accordance with the IMF articles of agreement. 

U.S. participation: The U.S. quota as of June 30, 1959, was $2,750 million, or 
about 30 percent of the total. Of this amount, $687,500,000 was paid in gold and 
$2,062,500,000 was in dollars. The increase in subscription mentioned above in- 
creased the U.S. quota to $4,125,000,000. This increase was financed as a public 
debt transaction. 

Exchange transaction activity: The following table reflects cumulative ex- 
change transactions of the IMF from 1947 through June 30, 1959 (expressed in 
millions of U.S. dollars) : 





Service 


charges 


Exchange 
transactions 


Exchange 
transactions 


Exchange 
transactions 


made paid repaid collected 
Repayable in U.S. dollars $2, 979.9 $3, 288. 1 $1, 780.8 $96.7 
tepayable in other currencies 398. 2 0 0 i) 
2 = 4 2 a aA 3, 288. 1 3, 288. 1 1, 780.8 96.7 








Ke 





)- 


b- 


or 
d 


ic 


a Se 
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Balances of drawings outstanding June 30, 1959, repayable in U.S. dollars 
by region and country * 








Amount {mount 
Africa: (millions) | Latin America—Continued (millions) 
RE oe = $5. O cc tpn $25. 0 
Union of South Africa_.__ 25. 0 Haiti... .. Pine ie Ai 4.1 
— —— MORO UPAS < gn cc neccun 2.5 
Subtotal, Africa__._.___ 30. 0 i aS 2a 
— RG cance 5. 8 
Europe: PO oe ee : 14. 5 
Czechoslovakia = aa —_—_—_— 
France ; 2 393. 8 Subtotal, Latin Amer- 
United Kingdom : 345. 3 I cen te 342. 4 
Yugoslavia . ‘ sic neon eae inners 
————- | Near East: 
Subtotal, Europe__-—-- 763. 7 | i ; 16.9 
=e Turkey 38.5 
Far East: UAR—Egypt ea ; 30. 0 
Indonesia ‘ 5D. O oe ae 
Philippines_________ 18. 8 | Subtotal, Near East 85. 4 
Subtotal, Far East_——- 73.8| South Asia: 
—— Burma... iz. 0 
Latin America: India_ : 200. 0 
Argentina st as 99. 5 ——— 
Bolivia : 8.8 | Subtotal, South Asia 212. 0 
Brazil * 92. 3 | a 
Chile = 42.4} Total : 1. DOT. S 
Colombia = 25. 0 Sea 
1 Balances outstanding represent total exchange transactions less transactions repaid 
ae tne age time all net balances of drawings outstanding are repayable in either 
, ix vidual entries will not precisely add to total due to rounding 


INTER-AMERICAN DEVELOPMENT BANK (IADB) 


Established : December 31, 1959. 

Capitalization and financing: Authorized resources will be 81 billion. Of this 
amount S850 million will represent capital stock for “ordinary operations” and 
$150 million will be for a “Fund for Special Operations.” Of the $850 million 
in capital stoek, $400 million will be paid in—50 percent in gold or dollars and 
0) percent in member currencies—and the balance of $450 million will be callable 
oily to meet obligations of TADB. The full amount of the $150 million Fund 
for Special Operations will be all paid in, and half of this will be in gold or 
dollars and half in currencies of member countries. 

The IADB will make, or participate in, direct loans to member governments 
and private entities in those countries, and in making loans will cooperate with 
other sources of financing. Repayment by borrowers will be in the currency 
lent in the case of ordinary operations: loans from the Fund for Special Opera- 
tions would be wholly or partially repayable in the currency of the borrower 
country. 

U.S. participation: Total U.S. participation in the TADB will be $450 million. 
Of this amount $150 million will represent the paid-in portion of its share of the 
authorized capital stock; $100 million will be paid in as its share of the Fund 
for Special Operations: and $200 million will be the callable portion of the U.S. 
share of capital stock participation. 

Lending activity: None. 


INTERNATIONAL DEVELOPMENT ASSOCIATION (IDA) 


Established: Will he established by the end of 1860 or early in 1961. 

Capitalization and financing: Total planned capitalization will be $1 billion 
to be contributed by the 68 present members of the IBRD. Of this amount, 
$763 million will be provided in dollars, gold, or convertible currencies of the 
more industrialized member nations. The balance of $237 million will be sub- 
scribed by the less developed member nations. Ten percent of individual mem- 


53909—_60——_-29 
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ber subscriptions will be payable in gold or freely convertible currencies. The 
remaining 9) percent will be paid in five equal annual installments, with coun- 
tries in the industrialized category paying in gold or freely convertible cur- 
rencies, whereas the less developed countries will pay in their own national 
currencies. 

IDA lending will be for development financing in the less industrialized 
member countries and in the less developed territories of member countries, 
Such loans may provide lenient terms of repayment, such as repayment in cur- 
rency of the borrowing country with long maturities or periods of grace, with 
low rates of interest. 

U.S. participation: The U.S. subscription to the IDA would be $320,290,000, 
or 32 percent of the total. 

Lending activity: None. 


CASHT RESERVE FOR GUARANTEES 


Mr. Passman. We are, under the Development Loan Fund, guar- 
anteeing capital even though there has been no expenditure on the 
guarantees, They are setting up a cash reserve to take care of our 
contingent liability. I shall refer to it as dormant capital in the 
DLF, because you are not spending it, and you do not know that you 
will have to pay off under these guarantees, yet you are setting up a 
reserve. 

My. Mureny. That iscorrect. Of course, we hope we never will have 
to pay off. 

Mr. Passman. I just wanted the gentleman from New York to 
know they are setting up a cash reserve on guarantees. That is some- 
thing we have not gone into before, so we look at the obligations. Not 
in every case does ‘the pron geen mean that these are dollars we will 
lend to country is as r Z. but part of the ob ligation represents a 
reserve to take care of a aan liability. Is that correct / 

Mr. Murpuy. Yes, sir. 

If I may add one point to that, Mr. Chairman. Your exposition 
was sound, but one thing you did not mention is that as the liability 
of the United States under a guarantee declines, I want to be sure 
that it is understood our obligations are reduced accordingly. 

Mr. Passman. We would think so. 

Mr. Murpny. It had not been mentioned. 

Mr. Passman. I believe the gentleman from New York is familiar 
with this, but we wish that you would elaborate on it just briefly so 
that when we discuss it in the markup there will be a meeting of minds 
on this matter. 


TECHNICAL ASSISTANCE TOWARD ESTABLISHMENT OF LENDING 
INSTITUTIONS 


Mr. Taber, under “Special assistance” they are taking money to 
organize institutions in various nations, and these institutions, if I 
understand it correctly, are to educate individuals in those countries 
as to how to go about organizing a bank or a lending agency, famil- 
iarizing them with the techniques of banking and lending. Is that 
correct ¢ 

Mr. Murruy. Yes, sir. 

Mr. Passman. Then these institutions, as they open up and impart 
knowledge to those in attendance, no doubt would be interested in 
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banking in their respective countries; so there could be an indirect 
if not direct obligation on our part to provide some capital. 

Mr. Murenuy. On that I would like to disagree without being dis- 
agreeable. There is absolutely no obligation, either direct or indirect, 
incurred when we extend technical assistance to a group in a foreign 
country to show them how to go about establishing lending insti- 
tutions. 

Mr. Passman. The gentleman is able and sharp, but on yesterday 
he said we did have at least an indirect responsibility. I respectfully 
refer you to the transcript of yesterday. 

Mr. Murruy. 1 think there is some misunderstanding, Mr. 
Chairman. 

If I said that yesterday I would want to disown it now. 


RELATIONSHIP OF BANKS WITH INTERNATIONAL LENDING INSTITUTIONS 


. Passman. We educate them out of “Special assistance” on how 
to go into the banking business, how to organize banks. They go 
back to the respective nations or villages, and they then come into 
contact with one of the industrial banks set up with some capital from 
the Development Loan Fund, and they become members of that 
bank, or branch banks in villages, at least indirectly. Since we have 
trained them with techniques, would that not connect it / 

Mr. Murpnuy. That is theoretical at this point. 
Mr. Passman. It is connecting, though, is it not ? 


PRIVATE CAPITAL FOR LENDING INSTITUTIONS 


Mr. Murpnuy. | hope you will recall the emphasis I put on my 
exposition yesterday about the attempts to aitract private local ‘apital. 
This is what these things are basically designed for. 

In many of these underdeveloped countries, there are no such things 
as stock exchanges or credit institutions where you can deposit money 
and have it invested in lending activities, financing, businesses, and 
so forth. 

The idea is basically that, if they are ever going to develop their 
economy, some mechanisms are needed in the economy to facilitate the 
deposit of idle capital and the putting of that capital to work in 
various business enterprises. 


USE OF MILITARY SALES PAYMENTS 


Mr. Passman. Under the mutual security program, on any amount 
of repayment or sale from the military, the proceeds are plowed back 
into the program. 

Subsequent to the approval last year by the Congress of a new 
- propriation, you received, from the sale of milit: ary equipment, 

$30,200,000. That came back into the program for new obligation 

Mr. Murpny. That is our estimate for the entire fiscal year 1960, 
Mr. Chairman. 

Mr. Passman. The same type of situation is true in defense support. 
It is estimated that you will receive back, in dollars, $500,000. That, 


too, is plowed back into the program. 
Mr. Murpuy. Yes. 
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Mr. Passman. I shall not go into all of them, but under the Develop- 
ment Loan Fund it is estimated that by the end of fiscal year 1960 you 
will have received $15,700,000. That, too, will be plowed back into the 
Development Loan Fund for new obligations. 

Mr. Murrny. That is correct. These figures are equivalents, as I 
am sure you understand. In other words, the $15.7 million you just 
mentioned will be partly in dollars and partly in local currency. 

Mr. Passman. Let us say all the proceeds, interest, and principal, 
dollars and local currencies, if the estimate of $15.7 million is correct, 
will be plowed back into the Development Loan Fund. 

Mr. Murpny. That iscorrect ; $15.7 million in fiseal year 1960, 


RECEIPTS NOT REPAID TO GENERAL FUND OF TREASURY 


Mr. Passman. At what time, if ever, does any of this go back into 
the U.S. Treasury / 

Mr. Murpeny. Under existing authority, Mr. Chairman, it is not 
contemplated that any of the receipts of the Development Loan Fund, 
whether repayments of principal or interest, would go back into the 
general fund of the Treasury. 

They are made available for the continuing operation of the DLF. 

Mr. Passman. So, in effect, it is a loan being made for which there 
is no plan of repayment as it applies to the U.S. taxpayer or the U.S. 
Treasury. Is that correct ? 

Mr. Mcurrny. I would like to defer to Mr. Brand on that. 

Mr. Branp. There is no repayment provision incorporated in the 
law, Mr. Chairman. 

Mr. Passman. In other words, there is no provision in the law 
that will ever bring any part of it back, unless we amend the law, into 
the U.S. Treasury to reduce our public debt ? 

Mr. Murpny. I would think the other side of the coin is worth men- 
tioning here, and that is that when the receipts of the Development 
Loan Fund become substantial in terms of U.S. dollars, not local cur- 
rency, I would think that at that point these receipts would be taken 
into consideration in arriving at the request to Congress for any addi- 
tional capital, so in effect they would net out against new appropria- 
tion requirements. 

Mr. Passman. We are hoping this program will come to an end one 
of these days. Let us discuss the present legislation. 

There is no provision whereby any of this money will ever come 
back to the U.S. Treasury to reduce the public debt or to be reappro- 
priated in other fields? 

Mr. Mureny. That is correct, Mr. Chairman. 

Mr. Passman. Then, that is a pretty strange type of loan. And 
this is the first time we ever developed for the record that it is an out- 

right gift, directly or indirectly, because it never will be paid back to 
the one making the loan. Certainly the lender never can realize any 
benefit from it. 

Mr. Branp. May I point out there may be a distinction from the ob- 
servation the Chairman is making. 
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We are not borrewing from the U.S. Treasury. We are using ap- 
propriated funds. It has nothing to do with the loans we establish 
abroad. They are to be repaid, and I say that unequivocably. 

In the Export Bank—— 

Mr. PassMan. I speak of the U.S. Treasury. 

Mr. Braxp. We borrow nothing from the U.S. Treasury. The rea- 
son for the use of a revolving fund means just one thing—that the 
Congress is not called wpon to reestablish those funds by appropria- 
tion. 

Mr. PassmMan. We have been ever since the inception of this. 


REPAYMENTS OF D.L.F. LOANS IS EXPECTED 


Mr. Branp. We have had no substantial repayments, Mr. Chair- 
man, Which we could use for loaning. When those repayments do 
become substantial I certainly will think that this committee will take 
it into consideration, and certainly the executive will. 

Mr. Taser. What do we call substantial? How much ? 

Mr. Branp. This year there is expected something in the neighbor- 
hood of $2 million in dollars and less than $7 million in local eurren- 
cles, but we have no prov ision or no demand for local currence v lending 
for foreign exchange cost, so $2 million is not going to = much of an 
inroad on our lending potential. That is what I tried to sa 


USE OF LOAN REPAYMENTS 


Mr. Passman. I do not believe in being repetitious unless it serves 
a useful purpose. It is not a matter of disagreeing or quarreling but 
amatter of setting the record straight. 

Under the Development Loan Fund there is no provision in the law, 
and there is none planned that you know of, whereby the dollars that 

ve are appropriating—come from the t: ixpayer—will go back into the 
Treasury, to be used toward reducing the public debt or to be 
spent to meet the payrolls of the U.S. Congress, let us say. Is that 
correct ¢ 

Mr. Murenuy. Yes, sir; I believe it is. 

Mr. Passman. Thank you very much. 

Mr. Natcher ¢ 

Mr. Branp. Excuse me, Mr. Natcher. 


USE OF GUARANTEES 


Mr. Chairman, may I refer to your observ: oe which I think was 
well taken on the subject of guarantees, but I do want to point out 
that we do not guarantee 100 percent. The guarantee program 1s 
hot a new program. This authority was placed i in the original legis- 
lation of the Congress, and under the Mutual Security Act of 1959 
we have as a reserve a minimum of only 50 percent of the loan. 

The magnitude of the operation is not of any momentous size as 
all the guarantees have been in the total amount of $5 million. 

Mr. Passman. It should be indicated on the sheet that we are guar- 
anteeing up to only 50 percent of the loss. 
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So far as the Development Loan Fund is concerned it is new. We 
are just starting it. There have been only two guarantees issued up 
tothisdate. Isthat correct ? 





PERCENTAGE OF 





LOAN GUARANTEED 


Mr. Branp. That is correct. We may guarantee 100 percent of the 
loss. However, the reserve against our appropriated funds can be 
only 50 percent of the guarantee. 

Mr. Passman. Of course, those reserves are American taxpayer dol- 
lars, and some are earned the hard way. 

We are in accord there. It is just a question that you guarantee 50 
percent of the loss. 

Mr. Branp. No, we guarantee in some instances 100 percent of the 
loss. In one of these cases we did guarantee only 50 percent but we 
may goas high as 100 percent. 

Mr. Passo. iN. It is up to your agency to decide whether you want 
to guarantee 100 percent of the loan, 75 percent, 50 percent, or 25 
percent ¢ 

Mr. Branp. That is right. 

We cannot go below 50 percent. I think you pointed out a very 
cardinal feature and one which we observe constantly, and that is 
that the taxpayers’ money is hard earned, and this guarantee program 
saves the taxpayer money because we are using the money of a com- 
mercial bank and only 50 percent is set up as a reserve, so it takes 
only 50 percent of the money when we use the guarantee and when 
we make a loan it takes 100 percent, 

Mr. Passman. It looks good to me, if I should retire this year or 
2 years hence involunt: arily, and turn my limited assets into cash. 
I know of about five spots I might like to locate, and be under the 
supervision and the sympathetic understanding of the Development 
Loan Fund. It looks enticing as long as I have my American citizen- 
ship and can take some of the profits and fly back home occasionally. 

You have the Development Loan Fund feature of the mutual se- 
curity program. When will the loans start being paid back to an 
extent that they can be used to reduce the public debt or to defray ex- 
penses of running the U.S. Government / 

Will you give us the answer to that, Mr. Murphy? 

Mr. Mureuy. I am not qualified to answer that question. 
Mr. Passman. Thank you. 

Mr. Natcher / 


DLF EMPHASIS ON PURCHASING IN UNITED STATES 


Mr. Narcner. Mr. Brand, as the Managing Director of the De- 
velopment Loan Fund, certainly T want to w ish you the best of every- 
thing in this, your new assignment. I believe that by experience and 
training you are qualified to fill this position. ; 

In your general statement you very carefully i? out that pri- 


mary emphasis whenever possib le will be given to the financing of 
goods and services produced in this country. I sincerely hope, Mr. 


Brand, that you rigidly carry out that commitment. 
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As you and I well know, the mutual security program has caused 
considerable difficulty over the years as a result of offshore procure- 
ment policies, tariff matters, especially restrictive provisions which 
have recently been consummated and agreed upon which work a hard- 
ship on our country generally. 


RESTRICTIVE TRADE AGREEMENTS 


As I pointed out to you yesterday, and as you well know, Mr. 
Brand, the common market countries have entered into certain agree- 
ments which are certainly restrictive, and I think penalty punish- 
ments so far as tobacco is concerned. 

In the past, in the purchase of coal and other materials, we have ex- 
perienced considerable diffic ulty so far as overall policy is concerned, 
and I do hope, as the new Managing Director of the Development 
Loan Fund, that in every instance, merchandise and goods produced 
in this country are purchased and used in the Development Loan 
Fund in every instance if possible. 


PURCHASING POLICY UNDER MUTUAL SECURITY PROGRAM 


I think one service that you will render to make you an outstand- 
ing Managing Director, Mr. Brand, will be this matter concerning 
purchases. 

Certainly I understand that trade is not a one-way street, but I 
do think this, Mr. Brand—in matters pertaining to the mutual se- 
curity program we might have changes that certainly do not apply 
insofar as trade generally is concerned. 

This is a matter of money of our country being used to help the 
free nations of the world, and certainly our taxpayers’ interest should 
be protected as much as possible, and that can be done, as you point 
out in your statement, in this one matter alone. 

I certainly want to wish you the best of everything. I think you 
will doa good job. If you will just stress this one matter, Mr. Brand, 
you will always have a right friendly friend sitting in this chair. 

Thank you, Mr. Chairman. 

Mr. Branp. I genuinely appreciate, Mr. Natcher, your overgener- 
ous observations. 

However, I take very seriously this policy of the Development Loan 
Fund because you have heard me say many times that the corner- 
stone to the policy y of our administration is a sound ec onomy at home. 
[ believe this does contribute to that cornerstone policy. 


DEPARTURES FROM BUY-AMERICA POLICY 


So the committee will know exactly what has happened since the 
policy was announced, our record is that we have departed from this 
policy on only one occasion. On that occasion the engineering work 
on a project in Morocco had been completed, it had t: aken about a vear 
to do it, a great deal of money had been invested in time in this par- 
ticular project, and we felt it would be injurious to the country if 
we stopped the whole thing. The engineering had been made on 

‘uropean specifications, and the Moroccans would have had to start 
all over again with new engineering and new conditions. 
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‘The matter also referred to local cOosl expenditures to this part icular 
project. In our judgment it was a hardship for the country. This, 
you see, is an exceptional case. 


EXCEPTIONS TO “BUY AMERICAN” RULE 


It might be claimed that we have departed from this policy in the 
instances of finane Ing local costs Ilowever, we have set up a tech- 
nique where the dollars from loans made to cover local costs are set 
aside for purchases in the United States. For example, we partici- 
pated jointly with the World Bank in loans to Peru and Ecuador for 
highway purposes. The World Bank covered the foreign exchange 
costs and the DLF loan covered the local costs. We made the re- 
quirement that our dollars be deposited in the Central Bank, and 
those dollars be used in the future to buy equipment in the United 
States. The loan still generates the purchase of equipment in the 
United States, although the local currency of Peru is purchased with 
the dollars. The Government has local currency to work on the proj- 
ect but the dollars themselves remain in a separate account and are 
in the United States, so we are observing our police y. The policy v has 
not actually given us a great deal of difficulty. We have had world- 
wide cooperation on this. 

In fact, I have had many ministers say to me, “Well, it is nota 
surprise to us that you have stopped financing the exports of § urope.” 

Mr. Narcurer. Thank you, Mr. Chairman. 

Mr. Passman. Thank you, Mr. Natcher. 

Because of my position, trying to understand this complicated ex- 
port-import formula, and as I had examined on this before, I am 
unpelled to return to this fore der ification. 

We did establish earlier that we had seven, or perhaps eight, dif- 
ferent institutions either in whole or in part financed through Amer- 
ican dollars. 

Would it not follow that under certain loans by the Export-Import 
Bank, or some of the other institutions, even though you had a restric- 
tion so far as possible, under the Development Loan Fund they could 
offset that effect by taking some other type of loan, or doll: ars earned, 
and purchase e Jsewhere 

Did we not discuss last year the fact that to some extent there would 
have to be leeway here on account of the world market and the 
differential 7 

Here is one of our friends talking, Mr. Garcia, who sees European 
markets slipping away from the United States. 


U.S. PRICES IN WORLD MARKET 


I shall quote: 

Philippine President Carlos P. Garcia says Uncle Sam is pricing itself out of 
the world market. He notes that West Germany has been able to offer the 
Philippines goods and machinery 30 percent cheaper than American firms, and 
the quality of German goods in many cases is higher than ours, President Garcia 
Says. 

What position will we be in if we are making loans to the Philip- 
ness and we were forcing them to buy American goods at a premiwn 
of 30 percent over what they might buy them from Germany 4 
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Does that mean we will have to make a larger loan, or does it mean 
we shall have to be a little more lenient in approving the loan, as- 
suming that the President of the Philippines knows what he is talking 
about ¢ 

Mr. Branp. The negotiations in this matter are progressing right 
now and it would be difficult for me to reply completely although I 
happen to know all the circumstances in that matter. 

don’t believe that the President’s estimate of 30 percent is con- 
sistent with experience and I disagreed with the statement that Ger- 
man goods are superior to ours. 


GERMAN PURCHASE OF U.S. STEEL 


I had the pleasure, and it was a great pleasure, to assist ina financial 
transaction whereby the Germans bought American steel equipment, 
and this is a steel loan, from the United States, which Export-Im- 
port Bank financed to the extent of $10 million just 3 years ago. 

The German firm told me that the only reason they were coming to 
us for this loan was that it is superior equipment. 

Mr. Narcurr. Would you yield right at this point? 

Mr. Passman. Yes. 


PHILIPPINE IMPORT SITUATION 


Mr. Narcurer. Since you mentioned the Philippines, as you pie 
know, Mr. Chairman, a subcommittee of our full Committee on Ap- 
propriations traveled in the Pacific area this past fall, and they 
visited the Philippines. 

They found, Mr. Chairman, a situation which was quite serious at 
that time from the st: mero of Americans goods and merchandise, 
and in their re port state brie fly as follows: 

We also visited the LaSuerta Tobacco Co. in Manila to observe manufactur- 
ing processes, and discussed use of American tobacco. While American tobacco 
is generally preferred, tobacco manufacturers are unable to get all they want 
because of a Government program now in effect favoring local production of 
tobacco. 

That is the end of the statement. 

Mr. Chairman, that statement is a very charitable statement so 
far as the wording is concerned. 

It is restrictive, Mr. Brand, so far as procedure is concerned against 
the tobacco of this country. 

Mr. Chairman, I just wanted to add that. You probably were on 
this particular subcommittee that traveled to this section of the Pacific. 

Mr. Passman. No. 

We all agree this is serious business. There are many things that 
I could do which would be more pleasant, but I asked for this job 
in the Congress. 


U.S. COMPETITION IN WORLD MARKETS 


In that same article, following the discussion of the quality of the 
goods, this was noted : 


President Eisenhower said the United States may find it increasingly difficult 
to compete in world markets. 








456 


Then, the Philippines President was quoted again : 

As far as we are concerned that already may have happened. 

I am pro-Philippine; but if that situation holds, if this is a blackjack 
over our heads, that will cause some alarm. 

However, if a person knows what he is talking about, regarding 
other goods, being 30 percent cheaper than ours, there is a lot of 
evidence that we are definitely pricing ourselves out of the world 
market. 

If that be true, and we continue this program, does it mean that to 
be able to satisfy these people with this aid we are going to have to 
be a little more lenient? Are we going to have to make a larger loan 
so as to offset the increased price they pay for American products? 


EFFECT OF U.S. PRICES ON SIZE OF DEVELOPMENT LOAN FUND LOANS 


If what President Garcia said is not subject to 100 percent discount, 
and if the trend is increasing in that direction, as President Eisenhower 
indicated, what would be our position when we finally find we are 
20 percent above the world market? Are we going to have to be a 
little more lenient on our loans? Are we going to have to make 
larger loans so they can buy what we produce ? 

This is an alarming situation and we should get some information 
on it. 

Mr. Branp. You will recall, Mr. Chairman, that our policy is that 
we encourage the people of the world to purchase where they desire to 
purchase of their own free choice. Whenever they choose to purchase 
something that is of less cost than U.S. goods, and they want it for one 
reason or another, we suggest that the country of origin of the goods 
finance it and not we. 

In all earnestness I tell you that there will be occasions when foreign 
countries or firms will want to buy U.S. products and ask us to finance 
it. If the cost is somewhat higher than a competitive cost abroad it 
will not be a deterrent from our financing. 


RETURN OF DOLLARS TO UNITED STATES 


Mr. Passman. When you ap propriate American dollars, and you 
make loans of American dollars to foreign countries, eventually, like 
water seeking its level, those dollars are returned to America. Of 
the hundreds ot billions of dollars since World War 1] all of those 
dollars have been returned to America with the exception of $19 
billion, They may come back directly for a purchase, or may go 
through two or three hands: | uit eventually the m: jority do vet ‘bae k 
to purchase something in America / 

Mr. Branp. Lalluded to that at length the other day. Your observa- 
tions are substantially correct. The dollars do return, but there are 
many of them that do not. We are ne a part of our history when 
there is a large accumulation of dollars, and I feel it is better, and 
it is the administr: ation’s policy, that in yeas financing the 
Development Loan Fund should finance the goods of our country and 
let then be exported rather than our dollars. 
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U.S. PRICES IN WORLD MARKET 


Mr. Passman. I am 100 percent in agreement with the Director on 
that, and he is an internationally known banker and I am a country 
merchant. But it certainly follows, and the record is clear, and you 
cannot laugh it off or rub it off, because it is there, that we are r apidly 
reaching the point of pricing ourselves out of ys hain market in 
many commodities, by as much as 15 or 20 percent, or more, In compe- 
tition with some of the other countries. 

What will our position be when we finally find that we are substan- 
tially above the world market on the average’ In what position will 
we be as to these loan agreements? Are we going to request they pay 
us a premium, and we make a larger loan so as to offset it? W ill 
there be sucha subsidy ¢ What is the answer ¢ 

Mr. Branp. I found, in our participation in this activity around the 
world for many years, and by many years I refer specific: ally to the 
last 6 in which I have taken something of an active part, that we had 
competition abroad. There is no question about that. The Export- 
Import Bank made a report of loaning approximately $1 billion a 
year over a period of 5 years from 1954 to 1959 when I was there, and 
practically all of its loans were tied to U.S. products. In not one 
single instance, not in any place in this world, was the question raised 
as to whether they should use our facility because the price was higher. 

I think when our average labor rates are higher, the cost of our raw 
materials are higher, that it may be expected “that we cannot produce 
as cheaply as some countries, but the price of the article is to my mind 
not the whole story. It must have quality, it must have service, and 
all the things that go with the good products. 

It is my feeling ‘the world accepts our products today, and I am not 
one of these people who think we have completely sold ourselves down 
the river and outpriced ourselves out of the world markets. 

I believe our current activity bears that statement out to a large 
extent. Our exports still are the highest of any time in the history 
of the United States. , 

Mr. Passman. But our imports are likewise the highest. 

Mr. Branp. And I think our imports will increase because un- 
fortunately, Mr. Chairman, we do not any longer have the raw mate- 
rial reserves in this country that our industry needs, and our imports 
will grow larger. I think that is a very healthy thing that our im- 
ports do grow larger. 

Mr. Passman. The gentleman always makes good statements. He 
is dealing with the present and future. 

I said if we should reac -h the point, and I contend we are rapidly 
reaching the point, of pricing ourselves out of the world market, it 
will either have to be offset with a subsidy or we will have to be more 
lenient and make a larger loan, as an encouragement to buy what we 
produce in America. 

[ am from a cotton producing State, and I happen to know that not 
a bale of our cotton is competitive in the world market. We will have 
to do many other things in order to sell our cotton. 





EFFECT OF PUBLIC LAW 480 ON EXPORT LEVEL 


Mr. Narcner. Mr. Brand, in your statement you point out that ex- 
ports are higher today than at any time in the history of our country. 
If you take out Public Law 480 does that statement still apply ¢ 

Mr. Branp. I would have to do some research on that question, Mr. 
Natcher. 

Mr. Narcuer. Is it not true, Mr. Brand, taking out Public Law 480, 
our exports are as low today as they have been in many vears / 

ay Branp. One of the cardinal objectives of our ‘administration, 
Mr. Natcher, as you know and as you are participating in this whole 
philosophy, is a driving energetic position to increase our exports. 
That is the philosophy of our administration, and I believe the De- 
velopment Loan Fund is contributing to that, in financing our ex- 
ports. 

On the question of whether you take out commodities financed under 
Public Law 480 would cause us to be at a low ebb, I do not think we 
would be at a low ebb but it would have a substantial impact. 


EXPORTS TO AND IMPORTS FROM EUROPE 


Mr. Passman. Let the record show at this point that in 1959 U.S 
exports to Europe amounted to $4.7 billion and the imports $4.4 billion. 


TRADE DISCRIMINATION AGAINST U.S. PRODUCTS 


Mr. Avexanper. Mr. Brand, I traveled extensively last fall with 
some members of this subcommittee, seeing many of the projects we 
had helped to finance in the Near East and the IF ar East. I remem- 
ber distinctly that we visited an electrical manufacturing company in 
Taiwan. We specifically examined the machinery which was used i 
the manufacture of electric motors, fans, and other equipment ther 
were producing. I believe 100 percent of the machinery which was 
purchased with our assistance came from either Germany or some Scan- 
dinavian country. My overall reaction in visiting the projects and in 
talking with people over there and seeing the goods manufactured 
was that within a very short period of time we in this country will be 
out of the world market, not just on textiles, not just on automobiles, 
but on practically everything which the people in those countries man- 
ufacture. 

I certainly hope that in the handling of this program, and particu- 
larly the field of which you have direct control, every step will be 
taken to try to protect American interests. 

I wonder if we could have Mr. Murphy put into the record : 
list of all the countries which have any type of restrictive legisl: en 
or other matters which would apply only to the United States, either 
directly or indirectly, in regard to the sale of our products to them. 


Would that be possible ? 
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Mr. Murrny. Let me see if I understand, Mr. Alexander, exactly 
what it is you want. 

To illustrate, let me take a country which has a shortage of foreign 
exchange and therefore has a licensing system. 

Mr. ALexanper. The situation concerning the common market coun- 
tries has already been established by Mr. Natcher, and the Philippine 
situation with reference to tobacco. I would want any country which 
has restrictive legislation or clause in regard to any product which we 
manufacture and export. 

Mr. Murpeny. In other words, you would not want a list of all coun- 
tries which just had a shortage of foreign exchange and therefore 
had to control the utilization of it for any country, not just the United 
States. 

Mr. ALexanper. Not if it applies to everybody the same. 

Mr. Murpny. You want just the ones which are discriminatory in 
terms of U.S. products. 

Mr. ALexanper. That is right. 

Mr. Murpny. I think we could develop such a list. 

(The matter referred to follows :) 


TRADE DISCRIMINATIONS AGAINST U.S. Propuctrs 


None of the discriminatory trade practices of foreign countries, in either the 
tariff or nontariff field, apply solely to products of the United States. There are 
instances, however, in which products of the United States and of other so-called 
dollar countries are treated less favorably than products of nondollar countries. 
Thus, discrimination occurs in the application of quantitative import restrictions, 
imposed at a time when shortages of dollar exchange were particularly acute. 
As foreign holdings of dollars have increased, discriminatory quota restrictions 
have been progressively removed. Representations by the United States in 
the General Agreement on Tariffs and Trade, the International Monetary 
Fund, and bilaterally with the countries concerned have materially speeded up 
this liberalization process, which is still continuing. There follows a list of 
countries outside the Soviet bloc which are known to be using quotas to restrict 
imports of particular products more severely from the United States, and the 
other dollar countries, than from nondollar countries. In most cases the scope 
of the discriminations is now quite limited. 


Australia New Zealand 
Austria Norway 
Burma Portugal 
Cambodia Federation of Rhodesia and Nyasaland 
Finland Spain 
France (including certain oversea ter- Sweden 
ritories ) Sudan 
Federal Republic of Germany Turkey 
Greece United Arab Republic 
Israel United Kingdom (including certain 
Italy oversea territories) 
Japan Uruguay 


Morocco 


Besides discriminatory quota restrictions, many countries apply different rates 
of customs duty to the same product, depending on the country from which it is 
imported. Similarly, the United States applies a lower rate of duty to Philippine 
products and to some Cuban products than to the same product when imported 
from other countries. In such cases, however, the standard, or nonpreferential, 
rate of duty is applied without discrimination to the products of all countries 
not benefiting from the preferential rates, and in this sense is nondiscriminatory. 
None of the preferential arrangements of foreign countries single out products 
of the United States for specially unfavorable tariff treatment. 
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Mr. Passman. Would the gentleman yield at that point? 
Mr. Aexanper. Certainly. 





PROPOSAL TO RESTRICT DLF PURCHASES TO U.S. MANUFACTURES 







Mr. Passman. I wonder if the agency would be receptive to a sug- 
gestion that the basic legislation for the mutual security program, re- 
ferring to the DLF, be amended whereby loans to these countries 
could be spent only to purchase commodities or machinery manufac- 
tured in the United States. That might solve a lot of problems and 
satisfy the American people, if we h: id that type of legislation. 

Mr. Branp. Continuing on the subject of your question—— 

Mr. Passman. The gentleman yielded to me to ask a question. Did 
you not ? 

Mr. ALExanpeER. Yes, I yielded. 

Mr. Passman. I did ask that question. 

Mr. Branp. I would like to answer that question, Mr. Chairman, | 
this way: I believe everybody who is acquainted with me has no doubt 
about my belief in the necessity of keeping our home economy sound. 
My history with the Export-Import Bank as well as with the Develop- 
ment Loan Fund is indicative of that. So I do not have to refer 
to what I believe in the future. My record is pretty plain in the past. 

But I believe the activity of the U.S. Government is such that at | 
times you may find it absolutely essential for foreign policy reasons to 
depart from a 100-percent restrictive prohibition of this type. Let 
me give you some examples. 

The dollar shortage in many countries is not so profound as the 
shortage of local currency. In those countries which T am thinking 
of, we do not have an accumulation of local currency so we cannot 
lend the local currency. This would restrict that activity completely 
and I believe be injurious to the entire operation of making these | 
loans pursuant to the foreign policy guidance of the Secretary of State. 

Another example might be given. We had a loan come up for our | 
consideration the other day for some telecommunication equipment, 
U.S. equipment, but it was determined that 8 percent of that equip- 
ment would not fit because it had to tie in to equipment they already 
were operating. Ninety-two percent of the U.S. equipment did fit. 
The result was that we financed 92 percent U.S. equipment and 8 
percent Belgian equipment because in that way the product might 
be useful. 

So there are these exceptions. They are not the general rule under 
our policy, but they are exceptions. TI believe the flexibility would be 
desirable from our foreign policy objective standpoint. 

Mr. Passman. Thank you. 


Thank you, Mr. Alexander. 











































COMPETITION AGAINST U.S. EXPORTS GROWING 


Mr. Avexanper. Mr. Brand, I had a very interesting conversation 
with you the other day, when I expressed my grave concern about 
the overall policy of our mutual security program and particularly 
as to how it might apply under the Development Loan Fund. Ap- 
parently in many fields we have gone out to foreign nations and have 
tried to teach them and to place in production in their countries the 
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very things which we either grew or manufactured and which we 
exported. 

I have particular reference, as illustrations, to the growing of 
cotton and the manufacturing ‘of textiles. I feel very strongly ‘that 
in this program we should be promoting things which would not 
bring the chickens back home to roost in a way that it will destroy 
our manufacturing concerns and take the jobs of American workers. 
I think we have been guilty of that in the past. 

I wonder if you would mind expressing yourself in regard to the 
overall policy of that kind of thing. 

Mr. Branp. Mr. Alexander, may I refer to the legislation which 
we have governing the activity of the Development Loan Fund. 
Subsection (4) of subp: iragraph (b) of section 202 of the act provides 
that we must take into consideration— 
the possible adverse effects upon the economy of the United States, with spe- 


cial reference to areas of substantial labor surplus, of the activity and the 
financing operation or transaction involved. 


ADVICE SOUGHT ON IMPACT OF DLF LOANS ON U.S. ECONOMY 


We take this admonition very seriously. We request the opinion 
of the Department of Commerce as to the impact on our economy of 
any financing that we may have under consideration. We likewise 
appeal to the Department of Agriculture and to the Department of 
the Interior for these same reasons. 

In the end, any loan we make must be submitted to the National 
Advisory Council, and the members of the National Advisory Council 
are the Secretary of the Treasury as Chairman, the Secretary of State, 
Mr. William McChesney Martin, Jr., of the Federal Reserve Board, 
Mr. Samuel C. Waugh of the Export- Import Bank, and Secretary 
Mueller of the Department of Commerce. So these matters are con- 
sidered very thoroughly. 

Now may I be just a little more responsive to your direct question 
as to my guilt, and I assume you are referring to my agency rather 
than to me personally—— 

Mr. Atexanper. Certainly there was nothing personal about it, Mr. 
srand. 


DLF LOANS TO TEXTILE INDUSTRIES 


Mr. Brann. The record will stand to show that in the textile busi- 
ness we have not made a single loan to a textile industry since I have 
been managing director, which is since September 2, 1959, and we 
have not made a loan to a fishing industry, although we have had 
several applications in both areas, for the reason that we felt at this 
particular time it was difficult to do that without having an impact 
upon ourown economy. 

How long that mav last, it is difficult for me to say, but I do point 
out that we are urged by other factors in our economy to do this very 
thing because there is a de ‘pression among the manufacturers, so they 
report to us, of textile equipment. They want us to finance the tex- 
tile equipment in order to be of assistance in their local areas so they 
can keep their companies open and their labor employed. 

So it is not just a one-sided proposition. We have weighed 1 
the balance the arguments on one side and the other, and the net 
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result has been that we have not engaged in the type of financing you 
have alluded to with specific reference to textiles. 

Mr. ALExANbDer. I am glad to hear you say that, and I hope you 
will stick to your policy. 
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The Development Loan Fund has been in operation only a_very 
short period of time, but all during this entire period the textile in- 
dustry in this country has been with its back to the wall, so to speak, 
in competition even with the imports which are placed on textiles 
coming to this country. As I glance through your presentation | 
see that we have made about seven or eight very big loans which 
specifically mention textiles. For instance, on page 49 the Saide 
cotton textile mill in Ethiopia for a loan of $500,000. There is a 
loan agreement signed. It specifically says this is a new mill which 
will employ some 500 people. 

Then as I turn on over to page 52, in Sudan we find a Sudan-Ameri- 
can textile industry loan in the amount of $10 million, which again 
is a loan for ad hew company to be organized to produce products 
which we in this country also produce and produce in surplus. 

I turn to page 59 and find in Korea a $5 million small industry | 
loan, and one of the things mentioned is that it is available to 
textiles. 

Mr. Anprews. Will the gentleman vield there / 

Mr. ALexanper. Certainly. 
































LOAN AGREEMENTS LIMITED TO SPECIFIC INDUSTRIES 


Mr. Anprews. Do you make loans of that size or any size without 
knowing specifically what it is to be used for ¢ 

Mr. Branp. Today we have a list of industries by category that | 
we agree upon before the loan is made. In the early days of the 
Development Loan Fund, that was not the policy of the Fund. 

Mr. Anprews. So in this particular case the loan was for $5 million 
and could be used for several perpen, 

Mr. Branp. Generally, if it was over $100,000, it had to have the 
approval of our Development a Fund. They could make a $100, 
G00 loan to a textile mill in Korea without our permission, but for 
anything over that they would still have to have our permission. 
That does not imply that $5 million was coiling to be used in the 
textile industry in Korea, although I do not think myself it would 
be partic ularly harmful because Korea does not export any textiles | 
to the United States. They have : market of their own which con- 
sumes more than they can handle, by far. So it is not a competitive 
factor in that partic ular instance. 


LOAN TO KOREA NONCOMPETITIVE WITH U.S. MARKET 


Mr. Auexanper. It would not be competitive in the sense that 
they would be imported into the United States, but it would be taking 
up a market which would be available to the textile industry of this 
country. 
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Mr. Branp. I do not think it would be very available, because the 
Koreans do not have any dollars to buy in the United States unless 
we give them to them. 


RELENDING AUTHORITY 


Mr. ALexanpver. Following up this small industrial loan, I realize 
it has been discussed to some extent, but under the present policy of 
the Development Loan Fund what control, if any, do you have on the 
relending to any concern for any purpose where you make it available 
toa lending institution in “X” country? I realize if the amount of 
the loan is over a certain figure, you do have some say-so as to whether 
the loan will be made or not, but if it is smaller than that. figure, as 
I understand it, the banking institution has complete say-so as to who 
will get the loan, how much, and so forth. Is that correct / 


LOAN CRITERIA 


Mr. Branp. No; that is not entirely correct, but for the most part, 
Mr. Alexander, your statement is accurate. The difference is that 
we agree beforehand, before we give them the loan, and it is so stated 
in our loan agreement, that they can only make loans for certain pur- 
poses in certain industries. We restrict it to the sav ing of dollars or 
the inereasing of their ability to produce things which will earn dol- 
lars. That is the first criterion. 

Then we have other criteria which we have established whereby 
they will only make loans in industries which are productive in their 
economy. In other words, we would restrict them from making a 
loan for the production of lipsticks, as an example, but we might 
permit them to support an industry which produced small motors, 
as another example. 

CONTROL OVER LOANS 


I believe we have full control over the major loans; namely, their 
loans over $100,000. They rarely get into foreign exchange costs in 
their smaller loans, and we do know exactly what they are making 
all of their loans for, So it is a manageable problem. So I assure the 
committee that there is no big problem in that general area. 

Mr. Passman. Will the gentleman yield / 

Mr. ALexanper. Certainly. 


CAPITAL ENCOURAGED FOR INDONESIAN TEXTILE PLANT 


Mr. Passman. Is it not true that 2 or 3 years ago, and maybe 1 
was still so last year, the Department was encouraging capits al to go 
to Indonesia to open textile mills, even American capital, and it would 
go out on a guaranteed basis? Is that a correct statement, Mr. 
Murphy ? 

Mr. Murpeny. Yes, Mr. Chairman. You will recall in the instance 
you cite, the imports of textiles by Indonesia were all coming from 
Red China, and it was clear on the surface that if it were possible for 
some textile manufacturing concerns to get going in Indonesia, the 
net result would be a reduction of imports from Red China, but there 
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would have been no effect on the imports or exports from the United 
States in that instance. 
Mr. PassMaAn. But it is a statement of fact that we were offering 
to finance textile mills in Indonesia with guaranteed capital in the 
event of confiscation or whatever ? 
Mr. Mcrpny. I think it went even beyond that. I think we were 
prepared actually to assist in the financing, Mr. Chairman. 
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Mr. Passman. That ismy understanding. 

Could we obtain for the record a list of the countries where textile 
industries or loans for textile industries have been approved? I 
think it is true in Taiwan. They are coming to you and saying, “We 
would like you to approve this industry for loans.” TI shall not delay 
the gentleman’s examination, but would you provide for the record a 
list of the countries in which this particular industry has been ap- 
proved by the industrial banks, with our concurrence, for loans? 

Mr. Branp. Yes, sir. 

Mr. Passman. Thank you, Mr. Alexander. 

(The information requested follows:) 


LOANS TO INTERMEDIATE CREDIT INSTITUTIONS WHERE TEXTILE INDUSTRIES ARE 
ELIGIBLE FOR SUBLENDING 


The DLF has signed one loan agreement to an intermediate credit institution 
which specifies the textile industry as eligible for sublending. This is the loan 
to Credito Somalo, in Mogadiscio, Somalia, approved on September 18, 1958, and 
signed on March 31, 1959. Somalia grows some cotton but imports textiles from 
non-U.S. sources. 

No other loan agreement specifically lists the textile industry as an eligible 
industry. 

Agreements on loans to intermediate credit institutions approved early in 
DLF history did not usually enumerate the specific industries to which the funds | 
could be made available. However, approved industrial categories are required 
in all new loan agreements. New loans to credit institutions will not normally 
provide funds for sublending for the expansion of textile production. 

Although subloans to textile industries were not prohibited under early loans, 
some restrictions on lending for textile purposes have been introduced in recent 
implementation documents on loans previously signed. In addition, certain pro- 
visions of several loan agreements, as a practical matter, preclude subloans for 
textile industries. For example, the loan agreement with the Central Bank of 
the Philippines requires that subloans be made only to industries which depend 
substantially on local raw materials and utilize a minimum of imported mate 
rials. The Philippines depends upon imported cotton for its textile raw materials. } 

Loan agreements signed as of March 16, 1960, where industrial categories 
are not specified are as follows: 

Tran: Industrial and Mining Development Bank 

Israel: Industrial Development Bank (first loan) 

Pakistan: Pakistan Industrial Credit and Development Corp. (first and | 
second loans) 

Philippines: Small Industry Loan Fund 

Taiwan: Small Industry Loan Fund 

Turkey: Industrial Development Bank 


TEXTILE INDUSTRY NOT ON PRESCRIBED LIST 


Mr. Arexanprer. Pursuing that just a step further, where you 
list textiles as one of the approved types of commodities they can 
manufacture, then that bank could lend any amount for the promo- 
tion of textiles so long as the individual loan did not exceed the maxi- 
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mum amount of $100,000, without coming back to you and without 
you having anything to do with it 4 

Mr. Branp. No, sir, that is not the position today, Mr. Alexander. 
We have a prescribed list of industries, and on the prescribed list of 
industries the textile industry does not appear today. 

Mr. ALexanver. It appears in practically every one of these loans; 
not all of them, but, for instance, I can point out 3 or 4 here just glanc- 
ing through where you have approved textiles along with a number 
of other things. They may be loans which were made prior to your 
coming in, but that is what I want to get at. Are you now listing 
textiles / 

Mr. Brann. We are not now listing textiles. That is the poimt I 
am trying to make. You will recall, Congressman, that the section of 
the law I referred to is new. It was not in the original DLF legis- 
lation. So it did not refer to these loans which were made prior 
to that time. Today I am in full agreement with the Congress- 
man. The things you are talking about are taken into consideration 
by the Development Loan Fund, and we very seriously consider 
them. So we are no longer abiding by the policies in reference to 
the textile industry that were in effect before the law w as changed. 


LOAN FOR TEXTILE INDUSTRIES 


Mr. ALexanper. To be very brief and to get it for the record, I 
notice on page 80 there is a loan to Iran in the amount ‘of $2,500,000 
for textiles. On page 86, a loan to the United Arab Republic, Syria, 
$700,000. On page 92, India, a small business industry loan of $15 
million. Pakistan, $4,200,000, and then a second loan of $10 mil- 
lion. 

I want to compliment you on the policy you have adopted concern- 
ing an industry which I think is in dire need of help. I certainly 
want to do anything I can to strengthen your hand in stopping loans 
which would promote competition with an industry here with its back 
tothe wall. 

LOAN TO INDIA 


Mr. Branp. Mr. Alexander, may I interrupt. I may not have heard 
exactly. Did you refer to a relending agency in India of $15 million? 

Mr. Anexanper. No. A small loan of $15 million on page 92 which, 
as | understand it, includes textiles. 

Mr. Brann. On page 92 ? 

Mr. Murpny. At the top of page 92, Mr. Brand. 

Mr. Atexanper. Capital improvement for private industry on page 
1, and then turn over, $15 million loan agreement signed. Would you 
tell me when that loan agreement became final ? 

Mr. Branp. It is over a year ago, Mr. Alexander. We made no loan 
to India this year. 

Mr. ALexanper. But that includes textiles? 

Mr. Brann. Yes, textiles is one of them. I understand now. Thank 
Vou, 


SOME LOANS NOT MADE TO CREATE INDUSTRIES 


I do want to point out that in the textile lending it is not the creation 
of a textile industry that some of these loans have done. In other 
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words, in Korea it applied only to the dyeing and finishing of textiles 
which I presume were importe ‘d and not manufactured in the « ‘ountry. 
In Ethiopia and Sudan, it was made from local cotton and to a large 
extent previously processed into textiles abroad. If my memory 
serves me, they undoubtedly were processed in the United Kingdom, 
India, Japan, and other countries different from the United States, 
The importation of textiles into both Sudan and Ethiopia was insig- 
nificant. Because of their lack of foreign exchange they are unable 
to import more. 

I am just mentioning these factors, as they are important factors. 
But notwithstanding those factors, today our policy is that we are 
not including textiles among the approved industries in the industrial 
bank loans we are making. 


NATURE OF AID TO COMMUNIST OR SATELLITE COUNTRIES 


Mr. ALexanper. 1 am glad to hear that. 

Mr. Brand, what aid or assistance have we given under the Develop- 
ment Loan Fund to any of the Communist countries or their satellites! 

Mr. Branp. It is all according to your definition of satellite. If 
you are referring to a country such as Yugoslavia, we have made loans 
to that country. 

Mr. ALexanper. Would you not consider that a Communist 
country ¢ 

Mr. Branp. But not in the context. of the definition of the Russians. 
They differ quite a great deal in their theories from the Russians. 

Mr. Avexanver. The only difference in their theory is that they 
claim they are not under the dominion of Khrushchev. Is that not 
about the only difference in their beliefs / 

Mr. Murpiuy. There is one other very important diiference. Mr. 
Alexander, and that is, unlike the Russians and the other satellites, 
the Yugoslavs are apparently happy to have communism for Yugo- 
slavia without any desire or attempt to install it anywhere else. In 
other words, they follow the principle of self-determination. 

Mr. Avexanper. At least that is their policy for the moment, as 
long as they are getting help from the United States. We hope that 
it will continue to be that way. 

Mr. Passman. Will the gentleman yield ? 

Mr. ALEXANDER. Certainly. 


DISCONTINUANCE OF MILITARY AID TO YUGOSLAVIA 


Mr. Passman. Tito did embarrass our country on December 26, 
1957, did he not? Right out of a clear blue sky he said, “We don't 
Want any more of your military aid.” We did not stop him. He 
stoppe “l us; did he not ¢ 

Mr. Murpnuy. That did not embarrass us. At least I am not aware 
of any embarrassment, Mr. Chairman, as a result of it. 

Mr. Passman. Let me say, did he not catch this country by surprise 
and say, “Discontinue the military aid” é 

Mr. Murruy. I could not even agree that it was much of a surprise, 
Mr. Chairman. 

Mr. Passman. Let me put it this way: Did Tito, his Government, 
on December 26, 1957, request that we discontinue military aid to 
them / 
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Mr. Murrrry. I cannot be sure of the date. I am sure you must 
know it, Mr. Chairman. ‘Tito did request that we stop extending mili- 
tary assistance to him, that is correct. 

Mr. Passman. All right. 

Mr. Branp. There are other reasons. The foreign policy objective 
of the United States is to try to keep Yugoslavia in a position to 
remain out of the Sino-Soviet bloc, that they do not become aggres- 
sive. They are not exporting communism. We are trying to increase 
their association and trade with the West. They have a different 
concept in many areas of their economic life. I recall one specifically. 
Their workers participate in earnings of the companies, and they 
take part in the management of the companies. The workers are 
on, as we know them, the boards of directors of many of the com- 
panies. So they differ in philosophy and in action in many respects 
from the Russians. 


U.S. AID TO OTHER THAN DEMOCRATIC GOVERN MENTS 


Mr. Avexanper. We do support, though, many countries whose 
philosophy in regard to government is entirely foreign to our way 
of thinking, the democratic type of government. 

Mr. Bianp. We do not require the country to have the same type 
of government that we have: no, sur. 

Mr. ALEXANDER. Some of the criticisms I have heard of our pro- 
gram are that we are upholding totalitarian governments and others 
who do not feel as we do. The program has whee criticized for this 
by certain people. I do not know how valid that eriticism is, but I 
certainly feel that in the spending of the dollars of the American 
taxpayers, we not only ought to use them sparingly but we ought to 
get every benefit we can. I have some question in ‘my mind whether 
that is the best type of loan to make. 

That is all, Mr. Chairman. 

Mr. PassMaAn. Mr. Andrews ? 

Mr. ANprews. Mr. Brand, I would ike to say In my opinion you 
lave made a fine impression before this committee. I have been 
impressed with your knowledge of the subject and your devotion to 
your duty \. | hope you clo apply busine ss me ‘thods to the OPK ration 
of this ageney. 


UNITED STATES PRICING ITSELF OUT OF WORLD MARKET 


[ have a fear which has been expressed by many members of this 
committee that we are pricing ourselves out of the world market. I 
also have a fear that through this program and others we are doing 
much to add to that fear, putting our competitors in business. They 
are competing with us on the world market. Our people are not in 
position to compete with the foreign produce rs of almost any item. 

Recently, Dr. Saulnier of the Council of Economic Advisers to the 
President testified before another subcommittee of the Appropria- 
tions Committee. He was asked: 


What do you think about the danger of the American people pricing them- 
Selves out of the world market? 
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His answer was: 


I believe, Mr. Chairman, that this is something that we certainly could do. 
I think we have been courting that danger. On the other hand, I could not say 
that we have actually done so, certainly not as yet. If we had, we would not be 
selling some $18 billion worth of stuff abroad. 

Then recently a subcommittee of the Committee on Foreign Affairs 
filed with the Congress a report dated March 9, 1960. After having 
visited many places in the world, they stated on page 26: 

Furthermore, since 1947 the United States has so given to other countries 
its technical know-how and the dollars to develop it, that its own formerly un- 
challenged economic supremacy of the free world is under successful attack. 
The United States faces stronger economic competition than ever before—a 
competition which can have an immeasurable effect not only on our trade but 
on our industrial prosperity and the high living standards of our workers. 
Every possible wise step must be taken to protect our own position in world 
trade as well as the stability of the American dollar. 

You have discussed this question of the danger of pricing ourselves 
out of the market. I see no need for further discussion on your part 
of this question, but I do have that fear. 


ABILITY OF UNITED STATES TO COMPETE WITH FOREIGN COUNTRIES 


Our people cannot compete with foreign countries. It is just a 
matter of A-B-C commonsense. In West Germany the textile in- 
dustry paid 46 cents an hour in American money in May of 1959. 
In the United States, average hourly earnings of production workers 
in firms manufacturing textile mill products were $1.58 at the same 
time. These figures were given to us by Dr. Saulnier when he was 
before another subcommittee. Aver: age hourly earnings in the bitumi- 
nous coal mining industry in West Germany in May 1959 were equiva- 
lent to approximately 60 cents in American money. Earnings in 
bituminous coal mining in the United States were $3.27 per hour at 
that time. 

WOLVERINE TUBE CO. EXPORTS DECLINING 


Last ye ar, just before Congress adjourned, IT met with other mem- 
be rs of the Alabama delegation with the president of the Wolverine 
Tube Co., who has a plant at Decatur, Ala. He told us that he had 
steel on his lot in Decatur which he had hoped to use to expand his 
plant there, but he showed us charts showing that his exports were 
declining and the imports of his competitors were increasing. On 
another chart he showed us that his average pay was $2.50 an hour, and 
that of his competitors was ranging from 60 cents to 15 cents. Tle said, 
“T cannot compete with a situation like that.” We had nothing to 
offer him. 

About a week later he wrote each one of us and said that his company 
had just lost a contract for 445,000 feet of copper tubing that he had 
hoped to produce in his plant in Alabama, to a British firm, and the 
purchaser was the TVA. 


GLASS COMPANY GOING OUT OF BUSINESS 


I read in the paper night before last that a glass company in either 
Pennsylvania or New Jersey was closing and 650 people were going 
out of business because they could not compete with foreign competi 
tion. 
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That is what frightens me more than any other one thing, and if 
you can do anything about it—and I doubt that you can—I certainly 
hope you will do it. I am impressed with your ‘knowledge of world 
banking. 

Mr. Branp. I certainly appreciate your comments, Mr. Andrews. 


COMMERCIAL EXPORTS UP 


[ want to say very frankly that I agree with you as to the serious- 
ness of the problems which lie ahead. I have given a bit more opti- 
mistic tone than some, but I am expressing it in degree. I merely say 
that the Department of Commerce has pointed out certain factors to 
us which give us the feeling that things are getting a little better. 
Our January commercial export surplus amounted a $354 million 
compared to $94 million in January of last year. While 1 month does 
not make a year, it 1s worth noting that the improvement in the 1 
month of January alone amounted to $260 million. This clearly 
indicates that a very substantial improvement in our overall balance 
of-payments picture can be expected throughout 1960. 


SUPPORT TO NATIONS IN COMPETITION 


Mr. Andrews, I say with all earnestness that I somewhat disagree, 
because of one fact, but I like the commendation you have given me. 
That is, in the hours I have testified before this committee L should 
have been able to demonstrate to the committee, and I think I have 
failed to do so, that we no longer provide support to the industrial 
nations of Europe who are competing with us for the most part. We 
have changed that policy. We now support our own industry. That 
is one factor. 

STEEL TONNAGE 


The second factor is that in some of these underdeveloped com 
tries, such as India and Pakistan, with their tremendous vrowing 
population, all the industry that we establish in those countries will 
not be competitive with U.S. industry for a great, long time ahead. 
As an example, India today produces approximately 2 million tons 
oi steel, the United States approximately 130 million tons of steel. 

_ Mr. Anprews. But we are producing at what rate? The last I saw 
it was less than 100 million tons. 

Mr. Branp. But that is a matter of fluctuations. We had a strike 
in the steel industry. There are many of these cycles. Let us take 
Italy. Italy is produci ing today about 10 million tons with a popu 
lation of about 35 million; India 2 million tons with a population of 
over 400 million people. 


ECONOMIC DEVELOPMENT AND U.S. INTERESTS 


Now may I refer to page 11 in our red book and to the graph 
which is there under the heading of “Economic Development and 
U.S. Interests.” I am pointing to this graph because it shows that 
what we are doing, at least I hope it demonstrates that what we are 
doing in the Development Loan Fund will in the future serve the 


American interests and not the foreign interests solely, as has beet 
referred to. 
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The developed countries, as shown here, buy from the United States 
a great deal more than the underdeveloped countries on a per capita 
basis—Burma 38 cents as compared to the Netherands 46. To the 
extent that the underdeveloped countries grow in their industrializa- 
tion, history has generally proven that they will buy more in the 
United States, and the indirect impact of our activity in the future, 
as has been the history of the Export-Import Bank, will be an increase 
in our exports. That is our ambition. We are using our drive and 
energy to achieve that purpose. 

We believe this is a mutual program and it should not be called a 
foreign aid program or the Development Loan Fund as such. It is 
a program ot crowth orowth both in the countries abroad and in the 
markets of the United States. 


LOANS BY OTHER INDUSTRIALIZED NATIONS 


Mr. Anprews. T have just one final question, Mr. Brand. 

I was impressed with what you stated on page 10 of this statement: 

It is only fitting that other industrialized nations provide more long-term 
loans on reasonable terms to finance their own exports to the less developed 
areas, particularly when the United States is incurring a substantial inter- 
national payments deficit. 

What are you doing, if anything, toward trying to get other nations 
to assist with the program, and what are other nations doing? Is 
there any improvement in their attitude and actions ? 

Mr. Branp. IT am happy to report to you that there is a definite 
improvement. As an example, Germany offered Greece $50 million 
on a 15-year term with an interest rate, as I recall of 6 percent. 

Mr. Anprews. Was it accepted ? 

Mr. Brann. Yes, sir. And France has considered long-term loans 
for the first time outside their oversea territories. 

Only last week we had a meeting here in Washington of repre 
sentatives of an association called the Development Assistance group, 
under the leadership of the State and Treasury Departments here, in 
which I participated, and we had representatives from all these 
countries, and they wanted to know what our policies are, what we 
are doing in lending, and what. our agencies are doing, and growing 
out of those answers I look forward to an increase in the efforts of the 
other countries. 

Mr. Anprews. I think it would be very helpful if you would make 
these applicant nations explore other countries. 

Tam sorry I have to leave now to answer a rolleall. 

Mr. Branp. Before you leave, Mr. Andrews, I just want to say you 
gentlemen have been most kind to us and we appreciate it. We know 
we do not all agree 100 percent, but you have been wonderful. 


Mr. Gary. Mr. Conte. 


Inpus Bastn DevELOPMENT PROJECT 


Mr. Conte. I only have a few questions on the Indus Basin develop- 
ment project. 
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Mr. Director, we discussed this yesterday and this morning I was 
able to get the press release of the International Bank for Reconstruc- 
tion and Development on this particular project. 

When we discussed it yesterday I gained the impression that this 
was going to be strictly an irrigation development project. 

Mr. Branp. A multipurpose program, the major ty of which is irri- 
gation, as I understand. The Mangla Dam will be a multipurpose 
dam. 

Mr. Contre. There was some confusion yesterday. 

Mr. Brann. I think I added to that confusion, Mr. Conte, and not 
you. 

' Mr. Cone. No, but they are going to develop a hydroelectric plant 
there. 

Mr. Brann. Yes, sir. 

Mr. Cone. Could we obtain for the record further information in 
regard to this program, just how big this hydroelectric plant will be 
and what will be its output ? 

Mr. Branp. Would you like a statement for the record of the various 
components of the program and what is envisioned at this particular 
time / 

Mr. Conte. Yes. 

Mr. Branp. We will be happy to furnish that. 

(The information follows :) 


INpuS BASIN SETTLEMENT PLAN 


The construction to be undertaken by the Indus Basin Development Fund in- 
volves three basic elements: link canals, dams and tube wells and drainage. Tube 
wells and drainage constitute a comparatively minor portion of the total cost. 
The eight link canals are estimated by the IBRD to cost between 35 and 40 per- 
cent of total outlays while the cost of the two dams is estimated at about 50 to 55 
percent of the total. With the exception of one of the dams, which will have a 
power element, the entire project will involve the utilization, storage and distribu 
tion of water. The principal imports for this purpose are likely to be construc- 
tion equipment and engineering services. The actual cost of installing the power 
in the one dam is estimated by the IBRD at less than 6 percent of the total foreign 
exchange costs of construction under the IBDF and about 4 percent of total 
costs, 

Mr. Conve. In this statement by the Bank it says: “The Bank’s 
financial plan envisages that all construction contraets would be open 
to competitive bidding.” 

rhis gets back to the question that was raised this morning. By 
“competitive bidding” is it meant that there would be no favoritism 
shown to nationals of the United States or any other country / 

Mr. Branp. That is right. In other words, as we are engaging in 
this program with five other countries and the World Bank; if a< 
provided that the competition should be restricted to the United St: i. 
each country would require that it be restricted to their country, and 
then we would have no project. 

Mr. Contre. I can see how that could work, but we are picking up 
the tab for half a billion dollars and the other half a billion dollars 
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s being spread out among five other countries, so we would not be 
too bad off if we could get our pro rata share. 


U.s. SHARE OF CONTRACTS 


Mr. Branp. I think the whole plan indicates that the United States 
will obtain a major share in the activity. As I explained at one time 
during my testimony, the engineering probably will run to a sub- 
stantial sum and might approach $100 million. Three of the four 
engineering firms are U.S. firms, and because of the nature of things 
the ¢ equipment, other than the electrical equipment in the dam because 
that is quite competitive from a European standpoint, but the other 
equipment such as earth-moving equipment, of which they will require 
in excess of $100 million, will in all likelihood be purchased from the 
United States for two reasons: (1) Our equipment of this nature is 
recognized as the best worldwide: and (2) it is competitive with any 
such equipment abroad. 

So we will get a major share in the two elements I am describing, 
and undoubtedly there will be others, and certainly a great deal more 
than the activity of the Development Loan Fund. 


USE OF LOCAL CURRENCTES 


Of the $515 million, $280 million will cover foreign exchange costs 
and $235 million equivalent will be local currencies in our possession, 
which will be an advantage which the committee has very carefully 
pointed out to me, and they are very right in their judgment that we 
must exercise ourselves to find useful ways of using accumulations 
of local currency, and this is one of the useful ways of using it. 


U.s. CONCERNS AT DISADVANTAGE BECAUSE OF HIGHER WAGES 


Mr. Conre. I am very much concerned that with the higher wages 
and higher costs of materials in the United States, American manu- 
facturers will be at a distinct disadvantage, so that as a practical mat- 
ter foreign firms—such as West Germany, Italy, Japan—will get most 
of the contracts financed by American contributions. It pleases me 


to hear you say to the contrary, particularly in connection with earth- 
moving equipment. 


METHODS OF MAKING CONTRIBUTIONS 


What is wrong with making the U.S. contributions in U.S. goods 
and services instead of in U.S. dollars? 

Mr. Branp. Because each of the other countries would make the 
same requirement. 

Mr. Conte. What is wrong with that ? 

Mr. Branp. It is difficult to start with one restriction because then 
the second restriction will come that you must have the engineering in 
each of the countries, and another will be the contractors must come 
from each country. In this worldwide project, the contributing coun- 
tries run from Great Britain to Australia, which encompasses such a 
tremendous job of coordination that we believe the excellent manage- 
ment of the World Bank, which our Congress has recognized as most 
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efficient, is the best answer. This is after a rather heart-searching 
analysis of the whole problem. And, as I said yesterday, the foreign 
police’ y implications are terrific. Assistant Secretary Lewis Jones will 
testify before the Foreign Affairs Committee and describe the for- 
eign policy implications. We feel this is one of the most important 
things that has taken effect in south Asia, and in fact in the world. It 
will have a tremendous impact upon the potentials for peace in this 
area. And we feel, after a soul-searching experience, that this is the 
better way to do it. 

Mr. Conrr. I am interested in the project, as you know. What I 
am afraid of is that unless something is done to buck up “ lan- 
guage in the original authorization bill, that you will be in serious 
trouble. When I say “you” I mean the State Ricascainiin: 1 have 
heard a lot of talk about this project and it has not even gotten off 
the ceed yet. A lot of Congressmen are watching it with a very 
jaundiced eye. We are ina critical situation in this import question. 
It is amazing the amount of mail I have received in the last 2 weeks 
from different concerns—shoe manufacturers, wool and worsted tex- 
tile manufacturers, and so forth. They are concerned and rightly 
sO. They ae lost about 50 percent of their employees and 50 per- 
cent of their business from these imports. I ask Mr. Dillon about 
the “*buy-American” policy. As far as foreign aid goes, the United 
States is at a disadvantage with Russia, who has always had strings 
attached to her loans, and now we are putting ourse ‘Ives in the same 
category and losing a beautiful asset. 


POSSIBLE CONTRIBUTION IN SOFT CURRENCY AND U.S. GOODS AND SERVICES 


That is why I am asking these questions. I can see the difficulties 
in contributing U.S. goods and services instead of U.S. dollars, and 
you make a very wood point there, but why could we not make our 
contribution in soft curreney and the balance in U.S. goods and 
services ? } . 

Mr. Branp. We are making approximately, not —_ half of ou 
contribution in soft currency. Making the balance of it in goods and 
services would just be interposing what the others say they would 
refrain from doing. We are trying to get these chaps to be less 
restrictive and not more restrictive, and they have not recently had 
the balance of payments problem that we h: ad. so there is no reason 
for them to tie their procurement. Practically all the countries in 
the world tie their loans to goods and services in their countries. 
However, as I understand the circumstances, the World Bank, which 
has led the discussions for over 4 years leading to this settlement 
between India and Pakistan, feels that if we interpose one restriction 
then the other countries will feel for one reason or another that each 
of them should do the same, and the project will not get off first base. 


PROPOSED AMENDMENT TO SECTION 40 


Mr. Contr. Do you feel language such as this would be too re- 
strictive? If you feel you would like to have time to think about it. 
you can submit your v iews for the record. 
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Strike out the language in section 404 and insert this language: 


Before any funds of the United States are used for the foregoing purposes, 
a report shall be submitted to the Congress for approval in an appropriation 
or other Act, summarizing the plans, cost estimates, and determination of feagi- 
bility of the proposed Indus Basin Development, setting forth the plans for 
financing such development, including sources of funds, and the policies to be 
followed in providing opportunities to individuals and business concerns of 
the United States for supplying services, machinery, equipment, and other 
articles for such development, giving due recognition to relevant cost factors, 
governmental assistance, restrictive business arrangements, and other factors 
bearing upon the ability of individuals and business concerns in the United 
States to supply services and articles for such development in competition 
with individuals and concerns of other countries. Upon the approval or modif- 
cation of such report by Act of Congress, and to the extent not inconsistent 
therewith, funds appropriated pursuant to this section may be made available 


for use by or under the supervision of the International Bank for Reconstrue | 


tion and Development in furtherance of the foregoing purposes. 


Mr. Branp. IT would be happy, with the permissic n of the commit- 
tee and the chairman, to give you my impressions, and IT would hope 
I might have a chance to read that more carefully. 

Mr. Passman. You would like to prepare a statement and file it 
with the committee for insertion in the record ? 

Mr. Branp. With the chairman’s permission. 

Mr. Passman. Very well. 

(The following was submitted for the record :) 


EXECUTIVE BRANCH COMMENTS ON AMENDMENT TO SECTION 401 


It would appear that there may have been an error in the record and that 
Congressman Conte may intend that at least the first sentence of section 404 be 
retained as introduced by the executive branch. Otherwise, the words “fore- 
going purposes” in the proposed language would refer to no antecedent. 

The executive branch opposes the proposed amendment of section 404 for the 
following reasons: 

(1) After many years of difficult negotiation. the International Bank for 
Reconstruction »nd Development has finally worked out a plan for the settle 
ment of a long-standing dispute over the use of the Indus waters and for the 
developinent of the Indus Basin, a plan which has been approved in principle by 
both India and Pakistan. It now appears that a treaty on the water rights can 
be signed within the next few months. Failure to secure final settlement, after 
the prolonged negotiations which the Bank has conducted, might well delay 
for a long time the resolution of an issue which has imperiled India-Pakistan re 
lations and endangered stability in south Asia. The treaty cannot be concluded 
unless the signatories are assured that the financing plan which has heen ne- 
gotiated by the various contributing countries will be executed and effective. 
If the proposed language were adopted, there would be no assurance that the 
U.S. contribution would be made or that, if made, it would be made in accordance 
with the terms of the financing agreement which has been negotiated. Conse 
quently, the adoption of this amendment would seriously imperil the settle 
ment of the Indus waters question along the lines negotiated by the IBRD. 

(2) The proposed amendment requires that a report be submitted to Congress 
summarizing the plans, cost estimates and determination of feasibility of the 
proposed Indus Basin development, setting forth the plans for financing such 
development, including sources of funds, and the procurement policies to be 
followed. The executive branch now has substantially all of the material which 
would be required for such a report. In addition to the material already pre 
sented in its appearance before the various congressional committees, the execu- 
tive branch has prepared and will be glad to make available a summary report 
dealing with the matters referred to in the amendment. 

(3) To the extent that the intent of the proposed amendment is to secure 
preferential treatment for American suppliers, its adoption would seriously 
jeopardize the proposed settlement of the Indus waters dispute and certainly 
foreclose settlement on the terms negotiated by the IBRD over a period of years. 
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Because of the size of the project, a system of multilateral contributions has 
heen evolved, fully consistent with the expressed desire of the Congress to en- 
list the resources of other developed nations in assisting economic growth in 
the less developed countries. After much negotiation, it has become evident 
that multilateral financing can only be achieved if the nonpreference type of 
procurement ordinarily used by the World Bank is employed in this project. 
Should the United States insist on using its own contribution for purchases only 
in the United States, it will be impossible to obtain financing from other countries 
on a basis other than one of tied procurement. If this eventuality were to re- 
sult, prospects for adequate coordination of the project would be seriously dimmed 
tothe point where actual settlement of the dispute would be jeopardized. 


RESTRICTION ON FOREIGN CARTELS 


Mr. Contr. Mr. Director, is there any restriction with regard to this 
development projec t on foreign cartels ganging up against U.S. firms? 
Mr. Branp. This is on on a very cooper: itive basis. We are all 
thinking of working in harmony and cooperation. Tt would be not 
my view that such an ine a nt could occur, especially the “ganging up. 
Mr. Contre. Mr. Director, of course they have ¢ canged up before, as 
vou know. 
~ To set the record straight on this, the United States is not making 
\contribution to the World Bank, but rather is making a contribution 
ind loan to the Indian and Pakistani Governments to be handled by 
the Wor ld Bank according tothe W Ol ld Bank policy t 


WORLD BANK WILL MANAGE ENTERPRISE 


Mr. Branp. You are substantially correct. The Development Loan 
Fund loan and the ICA loans and grants will be made to Pakistan and 
India and not directly to the World Bank. The World Bank is setting 
uwpamechanism whereby they will be the managers of the enterprise, 
but they certainly will not use the funds at their discretion. The funds 
will be used in conformity with loan agreements adopted by the coun- 
tries, and very detailed agreements setting forth the rights. 

Mr. Contre. Those rights and agreements will override the World 
Bank poliey 4 

PRESIDENTIAL WAIVER 


Mr. Branp. As far as the World Bank policy is concerned, that 
will only govern to the extent we permit it, to the extent the Presi- 
dent waives section 517 and section 103 of the appropriation act. 
The proposed amendment merely provides what the present law 
does, that the President of the United States may execute such a 
waiver. All this does is increase the amount that he may waive in 
this particular project and not in general. In other words, it in- 
creases the $30 million provision and it makes provision for the 50-50 
waiver on freight. All this amendment does is permit waiver by the 
President of the requirements of section 517 and section 103 from 
the bilateral agreements with Pakistan and India. In the case the 
President does not execute the waiver, nothing h: appens. And that 
only refers to those particular things and not all the policies of the 
World Bank. 

That is what I am trying to make cle: Those policies that 
come within the scope of section 517 and section 103 are the only 
| policies of the World Bank we are referring to. 
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Mr. Conve. I reiterate, I am pleased to hear that you feel Ameri-| 


can business will participate in this project if the Congress authorize 


1. 
INTERNATIONAL ECONOMIC POLICY ASSOCIATION WITNESS 


I notice in the hearings before the Foreign Affairs Committee i) 


February of this year, they had a witness up before that committee, 
a Dr. N. R. Danielian, representing the International Economie Policy| 


Association. 

Mr. Branp. I know a Dr. Danielian. 

Mr. Contr. He said in answer to a question by Mr. Fulton j 
regard to this: 


Mr. DANTELIAN. Mr. Fulton, you know, of course, that the World Bank unde 


under its rules cannot establish any directives as to where procurement may 
take place. They are a bank. They make loans. They make sure the thing is 
properly engineered. They have an interest also in having it done in the cheapest 
possible manner. 

If this is the case. you know as well as I do we cannot compete 
with those foreign countries. 


ENGINEERING WORK PERFORMED BY AMERICAN FIRMS 


Mr. Branp. I can only suggest that we are already competing 
engineering. We have three-fourths of it, which is a pretty goo 
share when we only put up one-half of “the money. That is the 
situation at the present. What will happen in the future I do not 
know, but the Americans have been successful in getting 75 percent 
of the engineering work, and that is a very substantial portion of 
it, about $100 million in all is the estimate of my group at DLF. 

Mr. Conte. Dr. Danielian disagrees with you somewhat. He says 

Legislatively and legally, obviously it isn’t so because they are not proposing 
an increase in the capital of the Banks legislatively. What they are saying 
is that you will provide funds to the U.S. agencies, ICA and the Development 
Loan Fund principally, that the expenditure of that, of those funds for this 
particular purpose, will be under the guidance and policies of the World Bank 
So far as what you have before you is concerned, it is a unilateral contribution 
to this project. 

So he definitely says it will be under the guidance and policies of the 
World Bank. 

Mr. Gary. Will the gentieman vield ? 

Mr. Conte. I will be glad to yield. 


RUSSIA NOT CONTRIBUTING TO INDUS PROJECT 


Mr. Gary. Is Russia contributing anything to this Indus project 
at all? 

Mr. Brann. No, sir. 

Mr. Conte, I might again gi] to the fact that I have a great deal 
of respect for Mr. Danielian, but he probably is not taking into con- 
sideration in his comment that this is in the early stage of the nego- 
tiation of any loan in this matter. All we are asking the Congres 
for is specifically set forth in the amendment. There is no indefinite 
feature connected w . it and it is quite plain that when the Develop- 
ment Loan Fund, if it reaches the decision to make the loan, will 
envision and does envision at this time that we will have a loan agree- 





men 
Indi 
W 


thor 


M 
cont 
Dev 
wou 
cont 
Dev 

f t 
und 
men 

M 


dl 
ab 


ne 





Neri: | 


'12es 


en 
ttee, 
dliey 


Inder 

may 
ng is 
a pest 


pete 


o 1] 
g 


roo 





the 


not 
cent 
n of 
F. 
VS: 
osing 
ving 
ment 

this 
Sank 
ution 


f the 


ject 


deal 
col- 
ego- 
ress 
nite 
lop- 
will 
rree- 


| 


477 


ment with the Government of Pakistan and with the Government of 
India. 

With the exception of the waiver provision that this Congress au- 
thorizes, we will follow our own concepts and that will be the only 
departure, Mr. Danielian notwithstanding. 

Mr. Contre. You are in disagreement, then / 

Mr. Branp. I certainly am in disagreement with anything that pre- 
sents a different. picture than I have given. 

Mr. Conrr. He really put the final nail in the coffin in the next 
question. Mr. Fulton asked : 


DISPOSITION OF U.S. CONTRIBUTION CONTRARY TO POLICY 


Mr. FuLTon. It means, then, that the United States is unilaterally making a 
contribution not to the capital of the Internationa] Bank for Reconstruction and 
Development but to be disposed of according to the policies of the Bank. This 
would make the U.S. fund that the International Bank receives be disposed of 
contrary to the policies of the U.S. Export-Import Bank as well as the U.S 
Development Loan Fund. Section 404 takes this contribution out of the context 
of the U.S. Development Loan Fund, or the Export-Import Bank, and places it 
under the policies of the International Bank for Reconstruction and Develop- 
ment, Does it not? And they are not the same policies? 

Mr. DANIELIAN. I think from the wording that would seem to be the result 


DEVIATION ONLY TO EXTENT OF PRESIDENTIAL WAIVER 


Mr. Branp. I might say that the inconsistency is more real. The 
real question comes down to this: When we get. down, if we do, to mak- 
ing a loan and signing an agreement with these two countries, we will 
permit a deviation from the U.S. policies as required by section 517 
and section 103 only to the extent that the waiver of the President of 
the United States is exercised pursuant to the authority of Congress. 
I believe I am making a very plain statement that we ‘all can under- 
stand, that there is no reason to conjecture about it, and anybody else 
may testify as they please, but I believe I am making a very realistic 
and plain statement. 

Mr. Passman. Will the gentleman yield? 

Mr. Contre. Yes. 

PRECEDENT FOR EXCEPTIONS 


Mr. Passman. You are making a very plain statement ; but knowing 
that there is a precedent for making exceptions where there has been 
disagreement bet ween two agencies of Government, the President hav- 

ng the right to make the decision, you could not be positive that it 
soak | not be handled as has been suggested here: could you / 

Mr. Brann. Yes: I am positive. I do not believe it will be han- 
dled willy-nilly and that we will turn over this money and forget 
about it. 

Mr. Passman. You believe, but you do not know definitely it will 
not be; ACK cording tothe polic ies of the Wor ld Bank 7 


WORLDWIDE BIDDING 


Mr. Branp. T am suggesting they will have worldwide bidding and 
there is no disagreement on that. Iam suggesting that they will hav: 
engineering on segments as the project: progresses rather ens el 
gineering it all, and have estimates based on complete engineering a- 
provided in section 517. I donot believe it goes beyond that. 
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Mr. Passman. The final decision, if this should ever come into being 
with our help, could be made at some other level, though; could it not! 

Mr. Branp. The final decision as to what ? 

Mr. Passman. As to whether it would be under the policies of the 
Development Loan Fund or the World Bank or the Export-Import 
Bank? 

Mr. Branp. IT am not aware that the policies of the Export-In- 
port Bank are at issue. 

Mr. Contre. With the International Bank for Reconstruction and 
Development, will you have a clause in the agreement placing primary 
e mph: isis on American goods or services ? 

Mr. Brann. No. 

Mr. Conte. I cannot imagine American firms being able to compete 
on equipment such as generators. 

Mr. Branp. It might be very interesting to note, Mr. Conte, that] 


have just reviewed activities in India involving a generator that Gen- | 


eral Electric was able, in worldwide competition, to get. That was 
about November 15, 1959, and will be included in our program of 
financing some of the electrical projects in India; so it has happened 
recently that our people have been pretty competitive in this partie- 
ular field you are referring to. 


JAPANESE STEAM TURBINES FOR FORMOSA PROJECT 


Mr. Conve. I just came back from Formosa and you are building 
a big dam out there and Japan aot that contract for steam turbines. I 
am not talking about Shen Hao, but the other dam. 

Mr. Branp. You referred to a big hassle between General Electric | 
and Westinghouse and one of them got it in Taiwan, so the Ameri- 
cans do get the business sometimes. 

Mr. Contre. And the other company “got the business,” too. 

Mr. Branp. I asked for that one. 


PERCENTAGE OF TOTAL LOANS TO INDIA AND PAKISTAN 


Mr. Passman. I believe we were told last year that 40 percent of 
the total of loans approved up to that time had gone to India. 

Mr. Brann. Thirty-four percent to India and Pakistan, about 20 
percent of which went to India. 

Mr. Passman. That is up to this time? 

Mr. Branp. Yes. 

Mr. Passman. Last year I think it was established at 40 percent. 
But the two nations, Pakistan and India, received 34 percent / 

Mr. Branpv. Thirty-four percent. That is right. 


TOTAL APPROPRIATIONS TO DLF | 


Mr. Passman. We again would like to state the total appropriations 
to date made to the Development Loan Fund. 

Mr. Brann. $1,400 million. 

Mr. Passman. And you are requesting an additional—— 

Mr. Branp. $700 million. 

Mr. Passman. Making $2,100 million ? 


Mr. Branp. That is correct. 
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Mr. Passman. Are you in a position to state at this time that this 
fund may be stopped at $2 billion? Do you foresee the possibility of 
there being no future 1 request for funds for the Development Loan 
Fund, if the C ongress approves the $700 million this year ‘ 

Mr. Branp. No, sir. 


You mean in | year 
NEED FOR APPROPRIATIONS IN FUTURE YEARS 


Mr. PassMan. Do you foresee that if you should get this year what 
you request, there will be no requests for new appropriations in sub- 
sequent years to the Development Loan Fund? 

Mr. Branv. No, sir. 


PROPOSED INTERNATIONAL DEVELOPMENT ASSOCIATION 


Mr. Gary. Mr. Brand, on yesterday, the Secretary of the Treasury 
appeared before the House Banking and Currency Committee to dis- 
cuss the proposed International Development Association. 

In the course of his remarks he said : 


Closely related is the question of our own Development Loan Fund, which was 
created by the Congress to make loans on terms which also do not impose too 
heavy a burden on the balance of payments of the borrower. The Development 
Loan Fund makes its loans only when a given project cannot be financed under 
the usual terms by the private market, the Export-Import Bank or the Inter- 
national Bank. IDA and DLE will have somewhat similar functions. The 
important difference is that the DLF is a purely U.S. institution. It operates 
under the foreign policy guidance of the Secretary of State, and its Board 
of Directors includes the Under Secretary of State, as well as other offi- 
cials of the Government. The DLE resources are provided entirely by the 
United States through appropriations made by the Congress. In IDA, on the 
other hand, the United States will provide only about one-third of the total 
resources, While the other economically advanced countries of the world will 
provide considerably more than the United States. This, we believe, is an im- 
portant step in giving due weight to the economic strength of other countries 
and their interest in assisting economic development. The extent to which IDA 
is to finance a project, or the DLF is to finance a project, or whether IDA would 
participate in combined efforts with other lending agencies, would depend in 
large part on the nature of the project and other considerations which may be 
relevant at the time. 


DLF REQUIREMENTS WHEN IDA COMES INTO EXISTENCE 


[f we approve IDA, this International Development Association, 
and it finances some of this development in foreign countries, would 
that not mean that the DLF would need much less funds to operate ? 

Mr. Branp. I may say in response to that, Mr. Gary, that IDA is 
considered not. to have any possible chance of coming into operation 
in 1961, so I do believe the answer is no, that it would have no effect 
in fiseal 1961 

Mr. Gary. Merely because you do not think it will be in operation 
soon enough 4 

Mr. Brann. That is the contemplation today. 


REASON IDA CANNOT BE ORGANIZED IN FISCAL YEAR 1961 


Mr. Gary. Why can it not be organized before that / 

Mr. Branp. It has to be accepted by most of the 68 countries 
throughout the world by governmental action. That takes a great 
deal of time. 


53909-—60 31 
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Mr. Gary. Is it because the other countries are not coming into the 


association ¢ 
Mr. Branp. No. They are discussing it just 
but action in parli: aments of the world takes time. 
Mr. Gary. Then if we are building up IDA for some future time it 
means we are in this program for many, many years to come, does it 
not ¢ 


TOTAL CONTRIBUTIONS CONTEMPLATED FOR IDA 


Mr. Brann. Yes. JI might mention IDA is contemplated to have a 
contribution by all countries averaging only $200 million over a 
period of some 5 years; $1 billion spread over a period of 5 years for 
raising the capital. 

In its ee activites it will make loans out of the yearly 
contributions stretched over 68 and possibly more countries, and it does 
not havea big impact. We feel it necessary for our own purposes 

Mr. Gary. Therefore we will have to do the m: jor part of this job 
in the future ? 

Mr. Branp. I believe the distinetion between the World Bank and 
the Export-Import Bank will prove to be the distinction between IDA 
and the Development Loan Fund. 


IDA SIMILAR TO DLF 


Where a country desires to pure ‘hase goods and equipment from the 
United States they veneri ally 20 TO the E xport lin port Bank or the 
Development Loan Fund. Where they desire to purchase on a world 
market, with competitive worldwide bid pe may normally go to 
the World Bank, and IDA will be sort of an agency similar to the 
preyencpanont Loan Fund, and therefore w Be on ‘the Vv want it on a com- 
petitive worldwide basis they will use the resources of the World Bank 
and IDA to the extent of their resources. 

For the main we are endeavoring to enlist the help of other countries 
in the urgent 1 requirements of meeting the dle ‘velopmen t demands m the 
friendly underdeve loped nag 1€S, and this is one method of do} ng it. 

Mr. Gary. That is all, Mr. Chairman. 

Mr. Passman. I want to oe all of you for your cooperation. 

I have always believed in frankness. Anythi Whe that dey have hi \p- 
pened during the hearings here certainly is not personal. I would be 
less than honest not to say for the record that I have even less en- 
thusiasm for the Development Loan Fund at this time than I did 
when we started the hearings. That is no reflection upon you. 1 just 
think it is wrong. I think it is misrepresented, especi: lly when it 1s 
so well established that there will never be as much as ie 


_ nt or planned legislation, which can be returned for 
ol 


under the 


he purpose 
reducing our ever-increasing public debt or which can be uppro- 


priated to projects or agencies in this country. 

However, you have a job todo. I know you will do it well. 

I will go along reluct: antly on the very lowest figure the committee 
can come up with; and I would be less than honest not to tell you that. 


I hope sometime we can meet and discuss something other than the 
Development Loan Fund. 


We shall stand in recess. 


as our country is, 
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STATEMENT OF SUPREME ALLIED COMMANDER, 
KUROPE 


Fripay, Marcu 11, 1960. 


WITNESSES 
GEN. LAURIS NORSTAD, SUPREME ALLIED COMMANDER, EUROPE 


DEPARTMENT OF DEFENSE 


MAJ. GEN. A. P. O7-MEARA, USEUCOM 

LT. COL. R. H. SIMPSON, USEUCOM 

BRIG. GEN. FREDERIC H. MILLER, USAF, DIRECTOR, EUROPEAN 
REGION, INTERNATIONAL SECURITY AFFAIRS 

LT. COL. ARPOD ARTWOHL, ASSISTANT FOR MAP, EUROPEAN 
REGION, ISA 

JOHN E. MURPHY, INSPECTOR GENERAL AND COMPTROLLER, 
MUTUAL SECURITY 


Mr. Passman. The committee will come to order. 

Weare pleased to have with us this afternoon Gen. Lauris Norstad, 
Supreme Allied Commander, Europe, and several of his assistants, 
and representatives of the State Department, whose names will be 
inserted in the record. 

General Norstad, we always welcome you before this committee. 
We understand you will be returning to Europe after this hearing. 
We shall be just as brief as possible in order to get the information 
which the committee needs In considering the requests for funds. 

Do you have a statement to make to the committee at this time, 
sir ¢ 


GENERAL STATEMENT 


General Norsrap. I will submit a very short and very general] 
statement which will be unclassified. Unfortunately, I do not have 
it with me beeause I was an added starter at several committee meet 
ings vesterday and I did not finish it. It will be submitted later this 
afternoon. It must be very general, as IL think you will see from the 
presentation L will make this afternoon. It does not have too much 
of a direct bearing on this meeting. 

(The statement referred to follows:) 

In its 11th year, the North Atlantic Treaty Organization remains, as it has 
been for the last decade, a central bulwark of free world security. During that 
tine, no foot of NATO soil has fallen to aggression. Behind the defensive 
streneth that has been created, the Western European nations have emerged 
from the fear and economic weakness of the postwar period and have made 
a remarkable recovery. As a result they are contributing more and more to 
the security of the West. 


rHE MAP: A DYNAMIC AND CHANGING PROGRAM 


One of the sustaining elements of the NATO strength that has been created 
is the U.S. military assistance program (the MAP) in Europe. Seen in relation 
to the developing military effort of our European Allies, the MAP hus varied 
considerably with changing needs and capabilities. In 1953, the peak year in 
deliveries of arms, training and equipment, it supplied 20.4 percent of the 
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national defense expenditure of the Buropean NATO countries themselves. The 
deliveries represented 4.2 


total c« 


military 


mst 


of course, 


In the early 1950’s—the days of clea 


Europe 


In the mid and later 
resolution and growing 


NATO 


of last year’s 


do not include U 


effort of these nations which 


was $13.6 billion. 


percent 


os. contributions to infrastructure 
programs for the benefit of the alliance as a 


r dange 


whole. 


or of direct 


of the combined 


These percentages, 


and other regional 


Soviet aggression jp 


‘the MAP supplied the arms which are war-shattered economies of our 
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Despite this heartening evidence, the need for the MAP remains very real. By 
the new weapons it supplies, by providing equipment and training where they 
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the military assistance program, in this crucial year, 


1eeded, by the various cost-sharing projects in which it participates 
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directly, and particularly this time because, as I indicated to you when 
you were in Paris last summer, Mr. Passman, at this time I want to 
vO into a little bit more detail. 1 want to relate the dollars to specific 
items really for the first time. That is not only a decision on our part 
that that is the way to do it; it is significant that we are now able to 
do it as precisely as this. I think that suggest the firmness of the 
plan and the program. 


COMBAT EFFECTIVENESS 


Before doing that, I should like to say that about 10 days ago I 
went over the annual combat effectiveness report of the Allied forces, 
and L was very much pleased to note, even measured against very 
strict standards, that substantial progress has been made in the course 
of the last year. As you know, we are no longer i that phase of our 
program where we are building up forces. We are training and 
equipping forces at the present time. The most notable advance has 
been made in effectiveness as a result of training and organization. 
[ must say also there was a significant improvement in the field of 
weapons, and we feel the military assistance program made a contri- 
bution to this. 


CONTRIBUTIONS AND NATIONAL DEFENSE EXPENDITURES OF OTHER 
COUNTRIES 


Mr. Chairman, when you were at my headquarters, we discussed 
the general subject of the contribution of other countries specifically 
tothe weapons program as opposed to the national defense expendt- 
tures in principle. There have been some very marked developments 
in the course of the last year or 18 months in this field. IT will show 
some of these in more or less detail later on, but at this time I should 
like to point out that this type of activity falls into two general 
categories, 

There is a cost-sharing program which is applied as broadly as we 
can. We have taken a good first step in this field within the last year. 
For instance, there are several naval programs, as I shall point out, 
where the country itself makes a contribution and where under the 
assistance program the United States makes a contribution. A few 
years back all of this came from our program, and now the countries 
are contributing. Some of the aircraft programs are the same. 

There is another field of activity, common production, in which the 
countries not only participate in the form of financial support but 
also in the initiative and the effort in the management of projects. 
These projects are developed under the guidance of the alliance. 
There are two outstanding examples. 

Five NATO countries and the United States have joined together 
for the production of the HAWK missile, which is a surface-to-air 
missile, an air defense missile. They have joined together for com- 
mon production of this type of equipment. Six NATO countries and 
the United States have joined together for the production of the 
SIDEWINDER. Both of these are American-designed weapons, but 
they are now being produced under license under this type of assist- 





484 


ance by the alliance. This isa very constructive and forward step and 
the type of thing you have ise ussed before the committee in you 
questions in the past. 

One more general point before T go to the charts. 

The ministerial meeting of the NATO Council in December was 
particularly significant this year because we had a reaffirmation on the 
part of every one of the me ‘mber countries of the necessity to maintain 
our strength. Particularly at this critical time as we are entering 
into discussions of disarmament and things of that nature there isa 
particular requirement to maintain our strength. It is further sig. 
nificant, perhaps more significant and of greater interest to this com. 
mittee, that more than half of the countries represented there offered 


the statement that they were increasing their national defense ex- | 


penditures this year. 


With this general background, I should like to go to the charts | 


again. Iam getting into somewhat more detail than I have before, 
as Thavesaid. If at any time I should take more time on a particular 
subject than you would w ish, please suggest that to me. 

Mr. Passman. Thank you, General Norstad. Would vou prefer t 
continue your statement from the board ? 

General Norsrap. Yes, Mr. Chairman. 

Mr. Passman. And then we ask questions ? 

General Norsrap. I think, Mr. Chairman, while it has a tendency 


to drag things out, we might save time and it might be fresher in the | 


minds of the committee if you asked the questions on the chart, unless 
in some cases the question would be answered by a later chart, 
which case I will point that out and ask your will on that. 


Mr. Passman. It might assist the committee in following you if we 


could get the answer to this one question before we start. 

Do you believe that our NATO allies, with the exception of Ger: 
many, are increasing their defense budgets in accordance with their 
ability todo so? The total increase, excluding Germany, is only $324 


million. If we also disregard France’s increase, which is probably 
related to her expenditures for development of the atomic bomb, th 
increase would be only 879 million. Are we using the correct figures! 


General Norsrap. I cannot offhand reply accurately. 
Mr. Passman. That is from the record. It would not appear to be 
substantially in conflict with your statement. 


ITALY 


General Norstap. I point out, sir, that more than half the countries 


are increasing their national defense expenditures. There are some | 


examples. For instance, Italy continues to increase this year, and I 
might point out that Italy is not a rich country. It is not a wealthy 
country. It has not had ‘the same degree of economic recovery as iI 
other countries. Italy is increasing its budget now for the second 
year by 4 percent on a commitment they have made to increase it 4 
percent a year for 5 years for a total of 20 percent, which I think 1s 
substantial on the part of Italy. 
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BELGIUM 


Belgium is planning to increase its national defense expenditure 
by approximately 6 percent. 


THE NETHERLANDS 


The Netherlands is planning to increase its expenditure roughly 
Slo or} percent. 
GERMANY 


Germany has indicated that its expenditures this year will be up to 
10 percent more than last year. I cannot relate this to a fixed budg- 
etary figure, but that statement has been made. 


UNITED KINGDOM 


The United Kingdom in its white paper which came out as a state- 
ment of policy about 3 weeks ago also indicated an increase. 

| am putting it in percentage rather than dollars because if you 
put it in millions of dollars, Mr. Chairman, with the tremendous 
budgets the United States deals with and with a gross national prod- 
uct of $400 billion, in some of these cases the millions or the hundreds 
of millions, which represent the income of the country, do not look 
very large. Putting it in terms of percentage, I think it is a fairer 
statement. 

Mr. Passman. You know, General, I shall not be placed in the 
position of arguing with you because you always bring this committee 
alot of sound information. But there are at least two matters we have 
considered this week which are most enlightening. 


GROSS NATIONAL PRODUCT 


When we think of the gross national product of America, if we should 
apply the same pricing formulas to that as used in the other countries 
to get oe gross national product, just mn countries which we are 
helping, it would go into trillions. So it depends on what formula 
you use ao n you arrive at the gross national product. 

General Norstap. Also, by the same token, if you apply those same 
factors, then the national defense expenditures are proportionately 
nereased. 


U.S. PUBLIC DEBT EXCEEDS DEBT OF ALL OTHER NATIONS 


Mr. Passmanx. We have done that. When we added up those figures 
we found our public debt exceeded the public debt of all the other 
nations by some $45 billion. W hen you a it on a dollar basis it is 
most interesting. 


IMPORTS VERSUS EXPORTS TO EUROPI 


but as a whole, our imports from Kurope are just a very little bit 


No. 2, we brought this out: That today, not just on selected items 
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below our exports. It is about to come to a balance. It 
light on this situation. 
Pardon me for the interruption. 


throws new 


General Norsrap. I think Lam in general familiar with these things, 


Mr. Chairman, and 1 would be very pleased to have a copy of that 


record so I could read it, because it 1s not only interesting but it is, of 


course, of the greatest importance. These factors must be weighed 
not only by myself but by other people i in the alliance and people i in 
the Governme “nt when we take our action to get these other countries 
to increase their defense budgets. 

I would point out they do this not particularly because it is a happy 
and easy thing for them to do, because it is an extremely difficult thing 


for them to do, as you appreciate. T hey do it because the requirement 


is established. We must do that. These are very interesting points. 


INCREASE IN APPROPRIATIONS AND DEFENSE EXPENDITURES 
Mr. Passman. Inasmuch as you suggested these nations are In- 
creasing their appropriations and defense expenditures, and referred 
to Italy at 4 percent, I think possibly Italy today is in the happy 
position of having about a $314 billion gold reserve. 1 believe vou 
said Italy is increasing its defense expenditures by 4+ percent. 

General Norsrap. Four percent a year for 5 years. 

Mr. Passman. How does that compare to what you are asking for 
in increase this year, percentagewise’ Is ours about 4 percent or is it 
greater for the NATO forces under your command ¢ 

General Norsrap. We are asking for a substantially greater amount 
of money than we received last year, 
than we asked for. 

Mr. Passman. Percentagewise, would it be about on a par with 
what the other countries are doing in the interest of defense / 

General Norsrap. Percentagewise, there is actually no way that I 
can relate this, because there was no relationship in our area between 
what we presented as a requirement and what we actually received. 
As you know, there was a substantial reduction which I do not believe 
the committees allocated in a particular area, but as it worked out it 
was a very serious cut in the NATO area 
say on that later. 

Mr. Passman. You proceed. 


not a subst: intially oreater sum 


I will have something to 


REVIEW OF NATO ORGANIZATION AND RESPONSIBILITIES OF COMMAND 


General Norsrap. This [chart] is well known to you and I simply 
show this particular chart to outline again the area we are discussing 
this afternoon, the area of my particular responsibility. It extends, 
as you know, from Norway through the Continent proper, through 
the Mediterranean to the eastern boundaries of Turkey. 


MAJOR COMMANDS 


In order to administer that and command it and to control it from 
the military standpoint, it is broken ok into four major commands. 
The Northern Command is under General Murray of the British 
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Army. He has under him the forces of the two Scandinavian mem- 
bers, Norway and Denmark. 

The central region, which is of interest to the United States, is 
the area in which our own forces are located. That is our 7th Army, 
and our air forces of the alliance fit into this command in this cen 
tral region. This command is under a French general, Valluy, with 
headquarters in Fontainbleau, and he has air, land, and naval com- 
manders under him. 

The southern region, under Admiral Brown of the United States, 
has the southern region with again land commanders and air com- 
manders, and in this command we have the naval strike force which 


is the U.S. 6th Fleet, a very substantial and very important force in 
the area of the Mediterranean countries. 
To carry out the specific and limited function—although it is broad 


in area, it is limited in function—of maintaining hers sen lines of 
communication in this Mediterranean area, we have the Mediterranean 
Command under Admiral Bingley, with a number of nationalities 
prov iding facilities and prov iding ‘forces, 

Mr. Gary. Do the arrows point to the headquarters 

General Norstap. That is correct, Mr. Gary. 


PURPOSE OF FORCES 


I would like to remind you again of the general concept ort he reason 
for being of the forces we are talking about. As you know, from 
the North Atlantic Treaty itself and the policy of the United States, 
as an independent responsible authority and also as a member of the 
alliance, we are devoted and dedicated to the pr Ine iple of deterrence. 
Our first mission is really the prevention of maz 

We depend upon the effects of the heavy strategic forces, but I am 
not discussing this afternoon heavy strategic striking forces such as 
the Strategie Air Command or the Str: itegic a acy Command, be 
cause they are not a part of my) responsibility. [do want to empha 
size, however, that the forces [ uh ti ulking about are the army forces 
the naval forces and the air forces which are charged with the respon 
sibility of manning this forward line of the West. These forces are 
not conventional forces, since many of them will have atomic weapons 
and all of them will work in the context or a re of atomic Sup- 
port if that is necessary. They do have, however, an atomic capability 

Broadly speaking, the function of these forces is gree fold. In the 
first instance, it is charged with the responsibility of defending the 
people and territory. In order to keep this requirement on a min 
mum basis, we have given them the minimum task in this respect. Of 
the reeord. 

(Diseussion off the record. ) 

General Norstap. In general, that is the broad concept, the broad 
thinking and purpose of the forces we are talking about. 

I have shown you something like this before. {Chart.| 1 do not 
know whether [ showed this committee or whether it was in Paris. 

Mr. Passman. I think you showed it to us when we were at your 
headquarters in November 
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GENERAL BACKGROUND OF REQUIREMENTS 


General Norsrap. It does give the general background and think- 
ing. I think it makes a contribution. It is not new, but it gives 
the general contribution to the background of this discussion. 

These are the army forces, the eround forces, in the north, center, 
and south areas. The same principle applies to the center. In 195] 
and 1952, we had developed what had become well known as the 
Lisbon goals. These were the forces that General Eisenhower, who 
had the responsibility at that time, said were necessary to meet the 
immediate threat. I point out that at that particular time the ques- 
tion was not whether or not there was to be a war. The question was 
what month of this year will the war start? That was the question 
asked not only in Europe but by thinking and responsible people 


right he re, and ] think it w as quite proper for us to ask that question, 
Ort the record. 


(Diseussion off the record. ) 


MILITARY COMMITTEE PAPER 


Mr. Gary. What is MC-70? 

General Norstap. MC-70, Mr. Gary, means Military Committee 
Paper No. 70. 

Mr. Gary. That is the present goal, and not the goal for 19704 

General Norsrap. That is right. MC for instance, goes to 
February 1952. I should have explained this. MC lust hap- 
pens to be the number of that plan which came out in the fall of 1954 
which was operative for the next 3 years. MC—70 just happens to be 
the milit: ary committee number of the Pp an which was approved by 
the council about a year ago. 


REDUCTION IN LEVEL OF REQUIREMENTS 


Mr. Passman. By this lower figure, you encourage this committee 
to believe that we should have a close look at the money requests. 

General Norstrap. I should like to call atte ntion - the fact that the 
reduction, which is a very significant one, is a result of increased ef- 
fectiveness, as all of these reductions are, effectiveness which to some 
extent already exists and effectiveness which is anticipated by the in- 
troduction of new weapons. What I am presenting to you today in 
support of the military assistance program is a new weapons program. 
We are now directed as a matter of policy in MAP planning toward 
the provision of new weapons. I think that simp iffes and clarifies 
thisthing. I think I can give youa pretty ¢ lear and straightforward 
picture of what is being done, a better picture than I have ever been 
able to give you before. 

Mr. Passman. Prior funding of the large amount, percentageyw ise, 
by annual appropriations would not have an effect on the lower re 
quirements ? 

General Norsrap. No, sir: because these are requirements which 
were never reached. ‘They have never been reached. They were re- 
quirements toward which we were moving. But when we cut in this 
area, we had not reached that level. 
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Mr. Passman. Did you have an annual allocation of funds with 
which you were wor king toward that goal 4 

General Norstap. No. The annual allocation of funds was only 
toward the goals you could achieve, for instance, for the next year or 
18-month period, rather than the long range. Off the record. 

(Discussion off the record. ) 

Mr. Gary. Does the gray represent the present strength ? 

General Norsrap. That is correct, sir, approxim: itely the present 
strength. Actually, 2 years ago it was higher. A year anda half ago 
it was higher. Off the record. 

(Discussion off the record.) 

Mr. Passman. They are meeting their goals, are they not, General 4 

General Norstap. They are meet ing’ them. They should meet them 
in the next year or 18 months. That is not a proble m. We are talk- 
ing about the organization and manpower. That is not the problem. 
We have that. We are over the hump on that. 

(Chart.) Ithink I willskip this chart. 


NEW WEAPONS PROGRAM 


(Chart.) I said this is a new weapons program, and I want to 
start. to explain that to you. I apologize for the flashy colors here. 
Briefly, what this represents is the nuclear delivery program, the 
It pictures our present position and our 


lew Weapons program. 
we have 


planned position which makes these reductions in forces \ 
talked about, reductions in requirements rather than reductions in 
forces, possib le because of increased effectiveness. 

Under this program, I am presenting one increment of the pro 
ram today. Off the record. 

(Discussion off the record. ) 

Mr. Passman. General, are you already replacing these missiles 
with more advanced missiles? Did I understand you to say that? 

General Norsrap. Off the record. 

(Discussion off the record. ) 


MISSILES 


Mr. Passman. General, there seems to be something magic about 
this word “missile.” May we take another minute with this! The 
word “missile” covers a rather wide range of armament; does it not? 

Would you goa little bit into detail on that / 

General Norsrap. Yes. When I use the term “rockets and mis- 
siles’—and I will not try to define or differentiate between the two— 
in general as we use “missiles” in this presentation, Mr. Passman, 
we mean weapons of what I call the battlefield tvpe-—HONEST 
JOHN, CORPORAL, SERGEANT, LACROSSE, REDSTONE. 
That gives you a fair sample. We also mean defensive weapons of 
theNIKE type. Are there any others? 

_ General O’Meara. The HAWK is coming in. The SERGEANT 
is another variant of ballistic-missile type. 

General Norsrap. That is the type of thing we mean by “missiles.” 

Mr. Passman. Is the unit cost substantially higher than compara- 
ble weapons as we knew them in the past ? 
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General O'Meara. The HONEST JOHIN’s are relatively cheap, 
Some of the others run quite expensive. 

Mr. Passmanx. Would you say the average of those being pro- 
duced in larger quantities, such as the HONEST JOHN, is cheaper! 

General O'Meara. The biggest in quantity is HONEST JOHN, 
and this is no more expensive, really, than a conventional heavy 
artillery battalion. 

Mr. Passmawx. So m: iny times when you mention missiles, and say 
this money is for a missile program, it throws people off balance, 
There is something magic about it. I want to thank you for giving 
that information. 

General Norsrap. There is something magic about it. | 

Mr. Passman. I am speaking of the word “missile.” 

General Norstap. But we are not talking about ICBM’s and we | 
are talking about IRBM’s only to the extent that I have specifically 
pointed out. 

Mr. Passman. You will be funded this year for the missiles we 
have been discussing within the past few minutes? 

General Norstap. That is correct. 


REDUCTION IN RUSSIAN ARMY 


Mr. Gary. General, in view of that program, when the Russians 
dramatically announced some time ago they were going to reduce their 
army in the interest of peace, they were simply doing what we have 
already been doing in our regular program without any fanfare. Is 
that not true? 

General Norsrap. They were probably doing what we have been 
doing, Mr. Gary, for the last 4 or 5 years. Thank goodness, Mr. 
Khrushchev saved us and destroyed his own propaganda value by 
saying in making this reduction of 1,200,000 men he was in no way 

reducing the military strength of the Soviet forces. This could very 

well be a late adjustment to this technical era, an adjustment whieh 
we have been making in the charts which I showed you over a period 
of the last 5 or 6 years. I believe that to be the main basis for the 
change. 

Mr. Ruoprs. Off the record. 

(Discussion off the record.) 

General Norstap. Now we get down to details. In talking about 
NATO first, this is in the field of my responsibility, and T have a 
responsibility for supporting this particular activity. 


COUNTRIES WHICH ARE RECIPIENTS OF AID 


What I have done for the first time is to show the countries which are 
recipients of aid under the proposed program. I show the amounts 
of money in the program which we propose for each of those coun- 
tries. This shows a total of $808.9 million. It is broken down as you 
see on this chart. I show, also, the forces that these countries will 
maintain in support of NATO at the end of 1965. : 

I am simply showing what the country does. This does make a 
contribution to the maintenance of this force but it obviously does not 
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pay for it by any manner of means. I am showing this in detail 
country by country so you will have a chance to ask questions on it. 

Mr. Passman. May we ask some questions at this point 4 

General Norsrap. Yes, sir. 

Mr. Passman. As to the NATO forces and these countries we see 
on this chart, is all of their military strength and budget in support 
of NATO, or do they have units they can use for other purposes 4 

General Norsrap. Turkey, for example, is NATO except it may be 
used for CENTO purposes. It is the same thing. They have no 
independent interests. 

Greece has no independent interest. All their forces are NATO 
committed. 

Italy has no other global interests that they might have force re- 
quirements for. Their forces are committed to NATO. 

The same is clearly true of Germany. 

The same is true of Belgium with the exception of relatively small 
forces which are maintained. Off the record. 

(Discussion off the record. ) 

Mr. PassMaNn. That means anew nation / 

General Norstap. There is a new nation, yes. 

The Belgian Congo is getting its independence from Belgium. Off 
the record. 

( Discussion off the record. ) 

General Norstap. In essence, then, Belgium contributes all its forces 
tothe alliance. 

Mr. Passman. All the others’ forces are not committed. How about 
France / 

General Norsrap. Norway and Denmark—their forces are com- 
mitted, 

Mr. Passman. What about France? 

General Norsrap. Off the record. 

(Discussion off the record. ) 


NATO NATIONS ABLE TO FINANCE OWN DEFENSE REQUIREMENTS 


Mr. Passman. How many of the nations in NATO now are able to 
finance their own military and would do so except for the fact. that 
we are committed by contract to continue to make contributions ? 

General Norsrap. The program I am presenting to you today in my 
judgment could not be accomplished by the countries, surely at this 
time. It is not programed simply because we have a contract or 
commitment, with one exception which I will mention in detail as I 
go through it. 

Germany, of course, is self-supporting except for $ for train 
ing purposes, 

The United Kingdom is essentially self-supporting, and is self 
supporting except for some costs in connection with the bilateral 
arrangements. 

France is under this program self-supporting except for a 
program which is being put in at the recommendation of the alliance 
In support of us. This is a commitment we made 3 vears ago and 
this is the exception. 
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Mr. Passman. I believe we were told earlier there were three nations 
that could in all probability finance their own defense requirements, 
and would do so if it had not been for the fact that we were under 
contract. 

General Norstap. Do you know which ones 4 

General O’Mrara. United Kingdom, Germany, and France. 

General Norstap. They are doing i it. 

Mr. PassMan. Looking at this chart it does not show— 

General Norsrap. I am covering the countries individually. 


DISTRIBUTION OF SURPLUS EQUIPMENT NOT CHARGED TO APPROPRIATION 


Mr. Passman. To how many of the countries in NATO are we pro- 
viding excess material, in addition to the new money, which is not 
even listed here / 

In many instances we are providing what we refer to as excess ma- 
terials, which are not charged at all against this appropriation, but 
the amount of that materiel which we are giving them may exceed 
even the figure on this chart ? 

General O'Meara. As far as NATO countries are concerned, there 
are none. There may be a little bit in Turkey, but I doubt it. 

Mr. Passman. I am looking at one nation there that will get more 
excess than you have listed on that chart; and there is no ¢ harge made 


against the appropriation for it. 
General Norstrap. It might help if we know the nation. : 
Mr. Passmawn. Look at Belgium. | 
Mr. Taner. He means distribution of surplus. 


Mr. Passman. Distribution of surplus military equipment, whiel 
you furnish to them without any charge against the appropriation. 

General O'Meara, This may have been originally. This may have 
been when there were surpluses. 

Mr. Passman. Surpluses, anything which is declared surplus and 
furnished to them without any charge against this program. 

General Norsrap. I think of nothing in Belgium, sir 

General O'Meara. Not now. 

General Norstap. General O’Meara is the expert in this. He ad 
ministers this program in detail. 

I am coming to the individual countries to show specifically the 
items that are included in this money 

Mr. Passman. All right. We can return to this excess equipment 
later. We have some figures which are a little different from those. | 

General O'Meara. That was 10 years ago, sir, when there were 
World War IT surpluses left in Germany. 

Mr. Passman. Perhaps we can compare the aggregate which yoi 
have given them against the amount of appropriated funds. Here 
tofore that is something we have skimmed over lightly, only to g 
back and discover they were getting perhaps twice the amount of the 
dollars indicated. 

Do you follow that, General ? 

General O’Mrara. Yes, sir. 

Mr. Passman. May we look at that other chart, the one wit 
Ethiopia ? 
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ons General Norsrap. I will try to keep the NATO whole and bring 
nts, } this up since you inquire about it. 
der Mr. Passman. This is non-NATO? 

General Norstap. Yes. These are funds and requirements which we 
administer but which are requirements generated by bilateral arrange- 
ments between the United States and the country concerned, and the 
full justification for these funds is something which should be made 
by agencies inthe United States. 


SURPLUS MATERIALS TO DENMARK 


‘ION 

a Mr. Passman. I think we can make this record look better if we 

pro- | indicate at this point that Denmark, for instance, in 1959—and these 

not} figures no longer are classified—received a total of $20,954,000 in 
surplus materials. 

ma- In fiseal 1960 it was $35,058,000. 

but | In 1961 for Denmark you show ———— of excess and there is no 

eed | charge made. 

General Norstap. Where is that from / 
here Colonel Suvpson. Excess aircraft are charged off at rehabilitation 

cost. We put in overhaul cost only. 
nore Off the record. 
rade | (Discussion off the record. ) 
Mr. Passman. As far as the value is concerned, though, rather than 
should we not be speaking of ———— because that will be the 
value of the equipment / 

General O'Meara. When Denmark realizes what they get from us it 
hich} should think in terms of what it would cost to get the new airplane. 
Midie | But as far as the appropriation is charged, we will show you 
have — eXactly what it will cost us. 

Mr. Passman. So far as the taxpayer is concerned we must indicate 
and they are also 1 receiving worth of cood usable equipment not 
coming out of this ap ypropriation. 

General Norsrap. This is not costing the taxpayers. 

Mr. Passman. Who is it costing / 
ad General Norsrap. This equipment in general comes from another 

requirement which now has been served by the equipment. 
the Mr. Passman. Where did we get it if they didn’t pay for it? 

General Norsrap. Yes, but it has paid for itself to some extent. by 
nent} having accomplished its initial purpose, which was another one. 
hose. | 
were | PRICING OF EXCESS MATERIALS 
os Mr. Passman. Is it not also true in many instances that you are 
leat pricing this material out fora very small percentage of the acquisition 
oO 20 cost ¢ ae 
f the! Mr. Murpiry. All excesses are at original acquisition cost. 


Mr. Passman. You also have an amendment to that language, have 
you not ¢ 


Mr. Murrny. Excess from the beginning of the program under the 
will law has had to be ch: irged out at acquisition cost. All the figures we 


have in excess are what. the equipment originally cost the United 
States, 
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VALUE OF EXCESS STOCKS 


Mr. Passmawn. [ shall not delay the hearings, but I think the com- 
mittee would like to know, Mr. Inspector General, as you place the 
value at — on excess stocks, whether you would say that figure is 
inflated ? 

Mr. Murrny. Yes: I would. 

Mr. Passman. What isthe value of it / 

Mr. Mureny. In terms of its current day cost it is certainly in- 
lated. This is what is cost the taxpayers of the United States when 
it Was originally bought. 

Mr. Passman. What is it worth today / 

Mr. Murrnuy. I could not possibly say. 

Mr. Passman. How can we find out and get an estimate so we will 
know what we are giving our allies ¢ 

Mr. Murry. 1 cannot answer that question, Mr. Chairman. We 
never have been able to figure that out. 

Mr. Ruoves. Referring to the million which you have for 
Denmark, does that include the cost of putting this surplus material 
into shape ? 

General O'Meara. First-class shape: ves. These are aircraft either 
recovered from another NATO customer or from U.S. unit, been 
used perhaps for 5 vears, rehabilitated, and issued in good shape. 

Mr. Passmanx. And then you establish this as being the value of 
it ¢ 

General O'Meara. Yes, sir: the cost of the program if the equip- 
ment was new, but not the cost to the taxpayer. 

General Norstap. You have amortized the cost of this equipment. 
Some has had some 5 years of service with the U.S. forces where it 
served its original purpose. That is where the taxpayer bought it. 

We are getting additional value over and above what the taxpayer 
thought he w: as getting by using it in this sense. 

This in general is true, I think, of this type of equipment. 


EXCESS EQUIPMENT PROGRAM FOR DENMARK 


Mr. Passman. We should like to receive the information on at least 
one country. An inquisitive House, and perhaps the other body, 
might want to know something about the total you are getting. 

As Denmark, and we shall limit it to one nation, is getting —— 
in new funds, and the Defense Department arrived at a value of _ 
as the value of the excess stocks, could you inform the committee as 
to the amount of new funds spent to recondition the materials repre- 
sented by this figure before you could deliver it to Denmark ? 

General Norsrap, That is in the program. 

General O'Meara. That is in the million. We can tell you 
how much it was. 

Mr. Passman. This is the value vou arrived at in transferring it to 
Denmark, forgetting about whether or not we charged it off. I have 
never found an asset on the books other than the security we get 
from it. 

You transferred it over to Denmark at a value of 

(reneral OMerara. Yes.sin 
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Mir. Passman. That is what I wanted to know. 

Mr. Ruopes. ‘That ———— Mr. Inspector General, is credited to the 
armed services and charged to ICA: is that correct ? 

Mr. Murriy. No, sir; the armed services receive from the MDAP 
appropr iation the cost of repair and rehabilitation of the equipment 


before it is given to Denmark. In the — million for Denmark 
there are million for repair and rehabilitation of all excess 
stocks. 

Mr. Ruopres. Where does this ———— million come into the picture? 


Mr. Mcureny. That is what the airplanes cost the U.S. Government 
when they were bought 6 or 8 years ago for some Air Force unit. 

Mr. Passman. Plus cost of rehabilitation. 

Mr. Ruopes. Is anybody getting a credit / 

Mr. Murpny. No,sir. Off the record. 

(Discussion off the record. ) 

Mr. Contre. That figure of -——-—— million appears in the justifica- 
tion on page 34. ’ 

Mr. Passman. The point I make is that we are giving Denmark 
of usable equipment, and in addition to that we are providing 
million in new appropriation. 

General Norstap. Might I suggest to give an example of a clarifica- 
tion that we ask the gentleman from Washington to provide you with 
the following: 

A statement specifically of what the equipment is, what it has been 
used for before, and give some estimate of how much of the cost. of 
that has been amortized to the use for which it was originally intended. 

I think that would give a fair answer to Mr. Passman’s question. 

Mr. PassmMan. How much of it isnew? And, furthermore, it must 
have been rehabilitated or it would be of no value to Denmark. 

General Norstap. We show rehabilitation cost. 

Mr. Passman. Thank you. 

(The information requested is classified and has been furnished 
for the use of the committee.) 


BILATERAL ARRANGEMENTS WITIL NON-NATO COUNTRIES 


General Norsrap. Since you raised the point, though I would pre- 
fer to get. into details of this later, because it is out of NATO, there 
are certain bilateral arrangements between the United States and 
other non-NATO countries which are administered by the U.S. Eu- 
ropean Command, and they amount to $195 million, broken down into 
the countries you see here. 

The breakdown is shown on this chart. This is outside the NATO 
area. 

I would like now to go back and get the detailed breakdown in the 
NATO area before we get into this. 


AIRPLANES FOR ETILIOPTA 


Mr. Passman. Have all of the airplanes for Ethiopia been 
delivered 7 

Colonel Simpson. No, sir: as soon as they ave able to use them 
they will be delivered. 
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The first - - will be delivered this summer. 

Mr. Passman. How many? 

General O’Meara. Three in the first package and the rest will be 
delivered before the end of this calendar year 

Mr. Passman. Do they have any trained pilots to fly these / 

General O'Meara. Yes, sir: : they are domg very well in the trainer- 
type jet aircraft, the T-33 

Mr. PAassM in. We were told this was done as a sort of political ap- 
peasement. Does that still stand ¢ 

Gener: al NoOrsTAD. This isa question we are not Competent to an- 
swer; it isnot our problem. 

General O’Mrara. We were told to program them. 

General Norsrap. We were told to program them. | support the 
program but the justification is not a responsibility here and I think 
it would only confuse the committee if we tried to do it. 

Now we go to the detailed country breakdown to show specifically 
for the first time what we would propose to do with the amount of 
money we have included for each aw. 

There are 12 countries in this eategor vy. Offthe record. 

( Discussion off the record. ) 

General Norstrap. I grant you this is not a complete buy, but it is 
a substantial step forward to the extent where we are now moving into 
cost sharing, and it represents a progressive step. 

Mr. Passman. Would that be the average / 

General NORSTAD. | will elve the Cost sharing percentage for 
country In every case. 

In addition to that, there is the followup on the NIKE equipment 
and the missiles for the NINE, and the HONEST JOIIN equip- 
ment and missiles. I believe that is to complete a progrant we were 
not able to do last year because of serious re sstrictions on us lue to the 

act we got only part of the funds required, 

Weare following this up this year al d completing 1 It. 

General O’Mrara. Even this does not complete it. This gives them 
a usable stock of missiles. 


ench 


On account of the reduced program last vear, we had to eut 
heavily into the missiles for battalions whic h are now o1 
Ott the record. 

( Discussion off the record. ) 

General O°Mrara. With the money this year we will give them a 
reasonable stock of missiles, but we would have to put more in next 
year to complete it. 

General O°Merara. Off the record. 

( Discussion off the record. ) 

Mr. Riopes. Which generation of missiles are you using / 

General O’Mrara. HERCULES. There will be some AJAX. 


very 
i the oround. 


CONTRIBUTION ON COST-SITARING BASIS 


Mr. Passman. In Belgium you show — million. Is that our 
contribution on a cost-sharing basis / 

General Norsrap. This is the total program for fiscal year 1961, 
MAP. Offthe record. , 

( Discussion off the record.) 
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Mr. PassMan. Does cost sharing cover all the items / 
General Norsrap. When I mention cost sharing, I will relate the 
cost-sharing statement to an item and it is limited to that particular 
item. 

Mr. Passman. But some of the items that you indicate there are 
not cost sharing ¢ 

General Norsrap. The only items that are cost sharing are the 
items I indicated as cost sharing. Cost sharing does not apply to the 
others. 

General O'Meara. Off the record. 

( Discussion off the record.) 


REHABILITATION COSTS OF AIRCRAFT 


General Norsrap. That is rehabilitation cost of these aircraft which 
ave been used for other purposes. 

Mr. Passman. Then in that case to whom do you pay the - 
million 4 

General O'Meara. Out of this million 

General Norsrap. Talking about the -million. 

Mr. Passman. The rehabilitation cost. 

General O'Meara, It depends on where the rehabilitation is done. 
Generally it is done in U.S. plants and paid here. 

Mr. Passman. ‘That goes back to the Defense Department ? 

General O'Meara. Yes. 

Mr. Passman. And is charged tothe MAP? 

General O'Meara. Yes, sir 

Mr. Passman. So, in effect, that amounts to an additional fund 
tor the Defense Department and procurement ¢ 

General Norsrap. No. 

Mr. Murriy. Reimbursement of actual cost Incurred in the repair. 

Mr. PassMan. Who is reimbursed 7 

Mr. Murpuy. The Defense De partment pays the contractor and 
the military assistance progr um reimburses the Defense De partme nt. 

General Norsrap. There is no gain to the Defense Department. 

Mr. ‘Taser. You mean the only money paid is paid for the reha- 
bilitation / 

Mr. Murrny. That is correct. 

General Norsrap. Otf the record. 

( Diseussion off the record. ) 


COST SHARING NATO EUROPE 


Mr. Passman. General, it may be well to indicate the overall cost. 
NATO ts $740 million, an additional S180 million for the four cost- 
sharing programs, which are primarily in the NATO countries, and 
then put. the total cost of the NATO countries for the same program. 
In that way we can compare them. You have a chart there with six 
items, with an aggregate figure, and only one item which is on a cost- 
sharing basis; it shows they are putting up a larger percentage, and 
it could be misunderstood. 

Would you give us those totals / 

General Norsrap. I will ask the W ashington people to do that. 
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(The information requested is classified and has been furnished 
for the use of the committee. ) 


ASSISTANCE PROGRAM FOR GREECE AND TURKEY 


General Norsrap. Greece is something of an exception, as [ have 
told you every year I appeared before you. 

Greece has manpower, has great will and determination, is making 
available more forces than we can accept and support. 

They do not, however, have money. They are a relatively ee 
country, as you know. They must depart from the principle of 
supporting hew weapons and we must support further atte re- 
quirements in addition. 

Mr. Passman. Has that been true for many years / 

General Norsrap. Since the very beginning, since the day of the 
Truman Doctrine when this started in 1947. As a matter of fact, 
I think President Truman's message to Congress was early in 1947, 
That really established and for the first time faced up to the Com- 
munists and said, *Halt.” This is a direct derivative of that Truman 
Doctrine. 

Mr. Passman. That also apples to Turkey ‘ 

General Norsrap. Yes.sir. Off the record. 

( Discussion off the record. ) 

Mr. Passman. May I ask your representative in the Pentagon to 
do one thing for us here ¢ 

We shall not take all the countries but just two. Greece, for ex- 
ample, $48 million last vear. You are requesting — million this 
year. 

Turkey was $100 million Jast year and you are requesting 
million this year. 

Will you inform the committee as to the equipment you will use 
against this allocation and whether or not it is coming off the shelf, 
and whether it will be procured, te what part of it you will take 
out of stocks now on hand ¢ 

(The information requested is classified and has been furnished for 
the use of the committee. ) 


ITALIAN ECONOMY 


General Norsrap. Italy also, to a limited extent, is an exception oft 
the record. 

(Discussion off the record. ) 

Mr. Passman. Understanding there is a sound economy in Italy 
and I believe the record will disclose their gold holdings have reached 
some three and a half billion dollars—and the standard of living is 
either the highest or near the highest that country has ever had, why 
should we pay — of this cost / 

General Norsrap. I believe, Mr. Passman, that the contribution 
that the Italians are making, and the seg = lev are Increasing their 


defense budget by this + percent per year. a practical matter quite 
an impressive contribution and quite an impressive Increase in their 


contribution. It is not only a matter of strictly measuring the GNP, 
and so on, but it is also a practical matter of how much vou can in 
crease over a period of time. 
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I think this is a very brave and courageous act on the part of the 
Italians. 

\s to standard of living, I don’t know how well vou know Italy, but 
| hope they are enjoying in the year 1960 higher standard of living 
than they have ever had before. 

| think, however, we could agree that as a nation as a whole that 
Le. should enjoy, they need to enjoy, a higher standard of living, 

‘ause the sti andard of living in large areas of Italy was not very 
high. tosay the least. That isa gross understatement. 

1 would hope, and I am sure the American people would, and 
Congress would, that in this vear 1960 those people « loe njoy a higher 
standard of living and will continue to raise it. 

IT think, Mr. Passman, I cannot say they are doing precisely every- 
thing that should be done, whether they are doing too much or too 
little. 

I must say Iam quite impressed over the fact that over this period 
of 5 years they will raise their defense expenditures by 20 percent. 
That is an impressive fact. 


} 


INCREASE IN DEFENSE EXPENDITURES OF EUROPEAN NATIONS 


Mr. Passman. May we discuss that briefly’ You speak of a 5-year 
program. In effect it calls for only 4 percent increase in the Defense 
appropriation for fiscal 1961. 

We have had many European nations which have had plans and 
programs in the past, and when you get into those years they are not 
meeting those figures, Is that correct / 

General Norsrap. Talking now about the appropriations or their 
voals ¢ 

Mr. Passman. Talking about the percentage of increase we ex- 
pected, the allocation we expected from each nation. We would 
ome up to ours and they would not. 

General Norsrap. It is hard to answer that without taking specific 
cases. 

I talked this afternoon about certain increases countries will make, 
for instance. 

Most of those countries have made those contributions. I am quite 
confident in cases where they have not been made that they will be 
made, so I would depend upon that. 


ITALIAN MILITARY ASSISTANCE PROGRAM 


I mention Italy just because you mention Italy, -. That is 
one of the highest amounts on our part you mentioned. 

General Norsrap. Off the record. 

( Discussion off the record. ) 

a. PassMAN. That is over 5 years. 

On the other hand, they are increasing theirs 4 percent this year, 
and under the military assistance program we are up about 60 per- 
cent in the request over last. year. 

General Norsrap. The request ? 

Mr. Passman. $1,300 million was the amount you got last year, and 
you are asking for $2 billion this vear. 
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General Norsrap. I do not think they are related directly, but we 
will come to that later if wemay. Off the record. 
(Diseussion off the record. ) 


COST-SHARING PROGRAMS IN ITALY 


General O'Meara. The Italians build the naval vessels, and we 
supply the air defense system. 

On items 2 and 3 we are putting up the money. 

General Norstrap. Here we put in the money, but they match this 
by building the ships, and we are putting the defense equipment on 
the ships. Those are Nos. 4 and 5. 

General O'Meara. Off record. 

( Discussion off the record. ) 

General Norstrap. It isa cost-sharing system. 

Mr. Passman. Strictly war vessels ? 

General O’Mrara. Destroyers. 

General Norsrap. Off the record. 

(Discussion off the record. ) 

Mr. Passman. How about the first items shown there ? 

General Norsrap. No cost sharing on the first items but cost sharing 
on the : 

Mr. Passman. You will later break down the cost, one from the 
other ? 

General Norstap. We do not dothat. You can get that. 

Mr. PassM AN. Somewhere we will have to get these answers. 

Off the record. 

( Discussion off the record. ) 

General Mirter. We can supply that. 

Mr. Passman. If we don't ask these questions now the ‘Vv lay 
be asked. 

General Minier. Weean supply that information. 

General Norsrap. Cost sharing of any kind. Mr. Passman wants 
a breakdown of how much we are putting in and the percentages they 
supply. 


never 


OVERALL COST-SITARING PROPOSALS IN PROGRAM 


General O'Mr \RA. I have the overall figure. In cost-sharing pro- 
posals in this year’s program, Mr. Passman, we are proposing to put 
in $165.7 million, which would be matched by NATO countries put- 
ting up $182.6 million. 

Mr. Passman. But, in addition, you are requesting $740 million 
where there are no matching funds, and this all deals with the military 
assistance program and not our own military. 

General O'Meara. That is correct. 

General Miituer. The 8740 million includes the $165 million. 

General O'Mrara. No: the S808 million. 

Mr. Passmawn. In addition to the $165.7 million we are providing 
S740 million where there are no matching funds, and that does not 
include the ap propriation for our own Military Establishment. 

General Norsrap. Can we put it this way for clarification? We are 
asking for NATO, as opposed to the tot: al. $808 million. All of the 
cost sharing isin NATO. 
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The total of that cost sharing is $165.7 million, the U.S. contribution, 
and that should be taken away from the $808 million. 

Norway has been covered. 

Ott the record. 

( Discussion off the record. ) 

In Turkey we are back to a special case where we have to make a 
larger and more extensive contribution. 

Ott the record. 

( Discussion off the record. ) 

Mr. Passman. We do not want to delay the hearings, but according 
toour justifications you are asking for - ‘ 

General Norsrap. I will explain that at. There is a separate category. 

Mr. Passman. I want it in the record so those reading the record 
will not gain the impression that this figure is the total. 

General Norsrap. I will account for the difference very clearly 
just a moment. 

Mr. Passman. Very well. 

General Norstap. Ott the record. 

( Discussion off the record.) 

General O'Meara. About one-third of the total cost. 

General Norstap. Off the record. 

(Discussion off the record. ) 

Publications is next. This does not include the Air Force manuals 
under investigation. These are technical manuals which relate to these 
particular items of equipment. These are technical matters. 

Ott the record. 

(Discussion otf the record. ) 

General Norstrap. There is a specal requirement for training which 
has been put in by the Washington authorities over our individual 
requirement, I think largely on the basis they did not think we 
programed enough. 

Colonel Siupson. We did not break it up by countries. It applied 
tomone than one country. 

General Norstap. Now we come to the difference in Turkey. Off 
the record. 


(Discussion off the record. ) 


EFFECT OF CHANGE IN GOVERNMENT IN ITALY 


Mr. Conrr. Mr. Chairman, in regards to Italy, when this program 
Was announced there was some agitation by the Communists in the 
Parliament. Now, with a change in government and a resignation 
of the Prime Minister Seeni, has there been further agitation / 

General Norsrap. I have heard of nothing. Iam pleased to see that 
they again formed a government. Mr. Seeni will head it. He is a 
fine man. I know him very well. He works closely with us, is very 
close to the United States. He is physically : frail man but still 
strong@ man. I think he was aaa vesterd: uy by Mr. Gronchi to try 
toform anew government. 


COMMITMENTS MADE TO COUNTRIES 


Mr. GARY. Do | understand these are commitments we have i ade 


to these countries ? 
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General Norstrap. These constitute commitments: there are things 
that the United States has asked these people. There is no question 
about that. Otf the record. 

( Discussion off the record. ) 

Mr. Gary. Suppose the Congress is not disposed to increase the 
military appropriation for 1961 as requested. Then what happens? 


General Norsrap. Mr. Gary, if there is any serious cut, these items | 


are perhaps the only items that constitute real firm commitments. Off 
the record. 
(Discussion off the record. ) 


Mr. Passmanx. On the IRBM’s, and looking at these programs, what | 


did you have available for these items last year! What funds cid you 
allocate ? 

Colonel Simpson. Otf the record. 

( Discussion off the record. ) 

Mr. Passman. What would the total be / 

Mr. Murrenuy. Off the record. 

( Discussion off the record.) 

Mr. Passman. Out of the $1,300 million last year, of the overall 
program, you were able to allocate , 

(vener: al Norstap. We were not able to. Wecouldn't help it. 

Mr. Passman. It adds up to the same thing. You did obligate 

million out of what you got last vear for these items on which 

you are committed 4 

(general Norsrap. That is right. 


COMPARISON OF GNP AND NATIONAL DEFENSE EXPENDITURES 


[am rapidly coming to the close of this. That is probably welcome 
to the committee. Here I show a chart which bears on some of the 
questions that have been asked before. This is a comparison of the 
GNP and the national defense expenditures of the 12 countries of 
NATO, other than the United States, Canada, and Iceland. This 
shows from 1950 through 1959. It shows, for instance, the GNP 
of these countries being $111 billion in 1950 and their national defense 
expenditure was 4.9 percent of that. 

Mr. Passman. What country is that / 

General Norstap. These are the 12 countries of the alliance, all of 
the countries except the United States, Canada, and Iceland. 


CONSIDERATION OF PRICING FORMULA 


Mr. Passman. General, I am trying to be perfectly honest about 
this because I am going to have to expl: un some of these things later. 
I know every member of the committee will assist me. 

If we may have a look at this item—that is, 1950. When you con- 
sider GNP, do you not h: ave to ti ake into account the pricing formula! 

General Norstap. Yes, sir: but by the same token, if you take the 
pricing system formula, you raise this, but you raise this precisely pro- 
portion: ately so the percentage Is exac ‘tly the same. 

Mr. PassmMan. Cert: ainly. But if you could buy suits for $35 in 
Hong Hong you could get more for $300 than you could if vou were 
paying $225 for an Oxford suit here in America. You wind up with 
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two here and maybe 12 over there. There should be some way of 
bringing that in. This GNP is confusing. 

General Norstap. | agree the GNP is confusing. It is only an in 
dicator. It is not fair. For instance, I would pone out that it is not 
fair for this reason: Ten percent of a GNP of $400 billion costs you 
and me so much. ‘Ten percent of a GNP of $4 billion costs a great 
deal more to the individual. It is prohibitive. It is impossible. 

Mr. PassMan. It all depends on what you can buy with it; does it 
not ¢ 

General Norsrap. That is correct. It is impossible. It is not a 
true indicator. It is not a true index. It is only an indicator. The 
percentage will remain the same as percentage of effort so the national 
defense expenditures were 6.4 against a GNP of 211, just asa gag 

Mr. Contre. What is the 13.5 percent ¢ 

General Norstap. That is billions of dollars. 

Mr. Passman. The GNP is up from $111 billion to $211 billion. 

General Norstap. Yes. 

Mr. Gary. What would the United States be by comparison ? 

General Norstap. The defense expenditure is approximately 11 
percent. 

Mr. Gary. Of the GNP? 

General Norsrap. That is correct, sir. It is approximately 11 per- 
cent, give or take two-tenths. 


c. 


COMPARISON OF NATIONAL DEFENSE EXPENDITURES AND MAP PROGRAMS 


I do not hold this out as an absolute guide as an index or standard, 
but it is an indicator. This is a comparison of national defense ex- 
penditures and the U.S. military assistance program. In 1950, for 
instance, the deliveries under the MAP program constituted a figure 
that was 8.4 percent of the total that these 12 countries were putting 
into their national defense expenses. That is, if you took the deliv- 
eries under the aid programs in 1950, that figure was equal to 8.4 
percent of what the countries themselves were contributing. We are 
talking about deliveries. 

This rose to a high point in 1953 where the deliveries under the 
aid program were equal to 20.4 percent of what the countries were 
contributing in their national defense expenditures. 

That has gradually changed to a point where in 1959 we are down 
to the point where the milits ary assistance program is equal or was 
equal at that time to 4.2 percent of the national defense expenditures 
of these 12 countries. 

Mr. Ruopes. General, does that include the surplus equipment which 
the United States has turned over to these countries / 

General Norstap. This would probably not; no. It would not; 
would it? 

Colonel ArrwouL. It does not include the acquisition value which 
was the full price when we originally purchased it. 

General O’Meara. It includes what we are spending on the program. 

Mr. Passman. Would it include the full price of military aid? 

General Norsrap. No. 

Mr. PassMan. Where you have military you have defense support. 
That can be confusing if you do not establish it for the record. 
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General Norsrap. I have taken out four countries. I will cove; 
one, to show the programs of 1958, 1959, 1960, and 1961. Take 
Turkey, for instance. Again I point out that they are in a strate 
gically vital spot. They have this close relationship to the United 
States and they participate not only in NATO, but in CENTO, 
well, and they are the bulwark of defense in that particular area. 

In 1958 programs were 236 millions of dollars; in 1959 it was 
$141 million. Under the budget for 1960 the most we could put in 
there was 100. We are asking now, as you pointed out, for 
This shows also the eifect in Greece and in the two non-NATO conn- 
tries, Pakistan and Iran. 

What does this mean / 


PERCENTAGE OF MILITARY EQUIPMENT READY FOR Ust 


Mr. Passman. Could I ask a question on this before you leave it / 

(reneral Norstrap. Yes, sir. 

Mr. Passman. We have talked to some of the NATO people in the 
past. We have asked the question as to the amount of military equip- 
ment that had been sent into their country, percentage Wise, and what 
part of it is available and ready for use if there should be an emer 
gency. 

Some of them have come up with figures as high as 88 percent. That 
being true, once you finally get them all the guns, tanks, ammunition, 
all the tires and trucks that they need—and you will think in terms 
maybe of the advanced weapons and replacements—so if 88 percent 
of the figures you use is getting up to , ure they not soon going to 
have a hard time finding a place to store it / 

General O’Meara. Mr. Chairman, we run into this sort of fact. 
It does not contradict the evaluation that 88 percent is usable. 

Let us just consider trucks in Turkey. They have got a lot of 
World War I] trucks. They are usable. They manage to keep them 
running, ata great expense in replacement parts, and so forth, but they 
dorun. But how much combat life do those thines have? Within 3 
days after you went to war, I venture to say 80 percent of those trucks 
would be in the ditch and maybe more of them. If vou still had 80 
percent of them running, you would be lue ky. 

General Norsrap. I would point out also, Mr. Passman, that only a 
very small percentage of this program, a relatively small percentage, 
goes into that type of equipment which could be ine luded in the 88 per- 
cent. Most of this is in new weapons, of which they have none or sub- 
stantially none. 

Mr. Passman. General, I would much rather be complimentary 
than critical because I appreciate what you great leaders are doing. 
You are m: aking a sacrifice in m: ny instances that . would not make. 
But this still is voing to be hard to handle this vear. There area lot 
of reports. Believe me, when I read them, it causes me to lose sleep. 
It is being pinned down in hundreds of instances. 





PROCUREMENT IN 





EXCESS OF REQUIREMENTS 











For instance, in Japan, they placed an order for a sufficient num- 
ber of automobile tires to last for 4 vears. They had no place to 
store them. The Comptroller General pinned this down. ‘The man 
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plac ing the order said, “That is true.” and they canceled the order. 
Phare’ are so many Instances of this type now being documented. 
That is why we are being a little more searching in these questions 
this vear because it could be said that if you are procuring everything 
else In proportion to the excess requirements that you are in certain 
fields which we can pin down, it Is a frightful picture. Can't you 
understand why we are trying to include these facts in the record 


as we goalonge / 


REPLACEMENT TRUCKS 


General O'Meara. Yes, sir. I would like to tell you what we plan 

nthe way of replacement trucks this years. 

We will save money for the U nited States next vear and the year 
after and for the next 10 years or until these old trucks have complete ly 
fallen apart, because the maintenance costs on those things is now 
prohibitive. Some of these trucks are getting close to 20 years old. 
Their combat value is nil. If we want effective combat forces we 
have to retire those old trucks. 

Mr. Passman. You are talking about something given to them out 
of excess. I am talking about new appropriated funds for new 
equipment. 

General Norsrap. Mr. Passman, I think we are giving you this 
year for the first time the direct relationship between the money we 
are asking for and the specific thing the money will be used for. 

I think we are giving you a basis on which you can answer the 
questions. If vou have questions as you look over these, and I would 
realize 1t 1s quite unfair to throw all of these figures over a pe ‘riod of 
a oouple of hours but we are giving you all these things to study. If 
you have questions on any one of these items along this line, then I 
am sure that by directing the question to the Pentagon representative, 
either the Pentagon can answer it—I can assure you if they cannot, 
I will give you an answer in my bailiwick on this. We are trying 
our best to give you all of the facts and I am very pleased that this 
year we are able to give you these details because I think it helps 
you in your support for this program. 

Mr. Passman. Thank you. 

Mr. Conre. Mr. Chairman, before he takes the chart away, may I 
ask a question ? 

Mr. Passman. Certainly. 


VARIATIONS IN CONTRIBUTIONS TO TURKEY 


Mr. Contre. General, you show there in Turkey in 1958, a 3236 
million contribution. Then it drops down to S100 million im 1960 
and bounces up to — in 1961. This is true in the four selected 
countries. Why is itasharp increase in 1961 over 1960 ¢ 

General Norstap. Why is this sharp increase / 

Mr. Conrr. Yes. 

General Norsrap. Because this fiscal year 1960 funding was wholly 

Inadequi ate to the task for the reasons I will show you. 

Mr. Taner. Before you get to that, can you tell me what these 
columns show? Are they obligations, cash expenditures, or simply 
appropriations / 
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General Norsrap. Appropriations, sir. 

Mr. Taser. They are appropriations in each instance / 

Greneral O'Meara. Yes. sir. 

Mr. Passman. You funded up to the amount of those figures we 
see here ¢ 

General Norstap. Yes, sir. 

Mr. Passman. This in red is the asking price for 1961 / 

General Norstap. That is correct. Off the record. 

( Discussion off the record. ) 

Mr. Conve. Is that based on last year's appropriations / 

(veneral Norsrap. Last year’s, and if we continue next vear’s at the 
same rate as last vear’ s. 


COMBAT EFFECTIVENESS 


I don’t want to mislead you. If, for mstance, by the action of 
Congress this is maintained at the same level, they would resist this 
reduction and they would prefer in many cases to maintain these diyi- 
sions at 40-percent effectiveness, rather than have half that number at 
a reasonable combat effectiveness, but I have indicated what we should 
do to have a militarily sound force. That is all we can support. 

Mr. Passman. You talk about reducing it. This is war effective 
ness over to the right. They could continue the divisions. 

General Norsrap. As empty shells, Mr. Passman. 

Mr. Passman. Partially empty. 

General NorsTap. As empty she Isto the extent of 40, 50, 60 percent, 
but the soundest organization from a military st: indpoint would be 
to eliminate. For matters of national prestige, et cetera, the bY would 
try to maintain the empty shells. I would do my best to cut them 
down. 

Mr. Passman. If you should get the same amount for fiscal year 
1961 your HONEST JOHN battalions would remain the same. 

General Norstap. Yes. If I may run through the whole thing 

Mr. Passman. Let us get this. 

General Norstap. We would have the effectiveness 

Mr. Passman. They would remain the same. 

General Norstap. Off the record. 

( Discussion off the record. ) 

Mr. Passman. General, of course you are taking the most extreme 
case In ———? 

General Norstap. Yes, sir. Iam taking the most extreme case; the 
next one and very close to it is Greece. It also has an influence, a 
very marked influence in Italy. The next influence comes in these 
missile units where we are required to give missiles to misstle units, 
where we just last year put the units in, the launching equipment, but 
shortchanged them on the missiles. 


TRANSFERS BETWEEN NATIONS 


Mr. Passman. You have the right to transfer out of a nation over 
to these two. You would not necessarily have to go through with 
the present plan and strip ———— down to the numbers indicated 
here: would you? 


a 
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(ieneral Norsrap. We would have to strip others down. 
Mr. PassMaAn. Since this is an extreme case, you could balance it 


out f 
General Norsrap. That is correct. 
General O'Meara. Last year we had to strip it out of to 


meet commitments in other areas. 
General Norsrap. We would have to put this where it could be 
taken and the cost is going to be in overall effectiveness, the same. 


As a matter of fact, if you take it out of ———— and apply it some- 
place else or take it out of someplace else and apply it to — the 
cost may be even greater. This becomes a mathematical matter and 


nota matter of my judgement. 
TRANSFER OF EXCESS EQUIPMENT 


Mir. Passman. Had the Congress appropriated the funds you re- 
quested in prior years, you would have purchased equipment in many 
instances that would have been in excess of needs and would have been 
transferred over free of charge. We indicated that here. Did you 
not purchase or procure less equipment on account of fewer dollars 


prior years for equipment that eventually would have become 


eXCeSS ¢ 


General O'Meara. It did not become excess through overprogram- 
ing. | don’t believe, Mr. Passman. These excesses were units which 
was equipment that had served its purpose, the purpose for which 
originally appropriated. 

Mr. Passman. If we had given you the money you asked for, you 
would have used it in this program. You would have bought some- 
thing whether you needed it or not, and it would have been, today, in 
excess, 

General Norsrap. Only if we needed it, Mr. Passman. 

General O'Meara. I am speaking of last vear. Last year we could 
uve used all equipment we asked for. We could have effectively 
placed S900 million worth. 

General Norstap. If you had given us, every year, everything we 
asked for, the total at the present time would indie ate some overages 
that we now make, that is correct. Every year we must program in 
the heht of the deficiencies which have been created by the failure to 
ap ‘gee the year before as we are doing this year in Turkey. 

Passmanx. I could have easily said the excess would have "bee nn 
ee it had been previously. 

General Norstrap. I think that is a point to be examined. I do not 
understand the question of excess. 

Mir. Passwanx. You have excess stoeks which are being transferred 
tothe program. I thought we established that they were being trans- 
ferred from some NATO nation, or nations, and to another NATO 
nation, or nations. 

(reneral Norsrap. Some of these excesses and most of the excesses 
rt] nk that is a very bad word—are Weapons or equipment which 
have served their ee in the U.S. forces and now the taxpayer 
- getting an added divid end and added use out of this after we have 
votten the use for which the taxpayer paid in the first instance. It 
snot excess as a result of a military assistance program. 
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May I look at one more chart, Mr. Chairman ¢ 
General O'Meara. ‘There is nothing in excess of our needs in this 
yroyvrann. 


Mr. Passman. Mr. Rhodes? 
EQUIPMENT 


Mr. Ruoprs. This money for military assistance goes for equip- 
ment / 

General O'Meara. Training, equipment, and packing. 

Mr. Ruopes. It does not go for maint: uning troops ¢ 

General O'Meara. No.sir: that is defe ‘nse support. 

Mr. Riuopes. Do you not now have enough equipment for 
CIVISIONS 4 

General Norsiap. Not to keep them going and put this new equip- 
ment in for which these units have been organized and they are ready 
to take it. 

Some of the equipment they have had has become obsolete. They 
are not only obsolete but are no longer useful. 


SPARE PARTS FOR TURKEY 


General O'Meara. This figure may be of interest to you. In 1959 


we provided nullion for spare parts for Turkey. In fiscal 
vear 1960, we only had enough money to provide million 
worth of spare parts. We cannot go on like that for another year, 


We have got to build that figure up again. 
DECISION TO CUT ALLOWANCES TO CERTAIN COUNTRIES 


Mr. Ruopres. We did not appropriate country by country. Who 
decided Turkey was to get this particular amount ? 

General O'Meara. We had to, sir. We had to deliver missile 
systems. The money had to go into them. We took a chance of 
cutting Turkey down to - million last year. We felt they 
could get by. 

Mr. Ruopes. You have put your horror cases on the chart, you cut 
these particular countries last year in order to make the cost tit the 
appropriation. You could have cut other countries, but you chose 
these. This year you could give these preferred treatment, and cut 
others whom you had preferred last year. 

Mr. Passman. You said was the most extreme case. 

Genral O'Meara. Yes,sir. 

Mr. Passman. Of course, the American people and the Congress 
recognize that. We do not quite understand, and I am not quarrel- 
ing, but I think Mr. Rhodes brought up a good point: Why would 
vou take one country which we consider most. important, and you 
switch over and show that it will be terrible if you do not get this 
request, and then you indicate that is the most extreme case. 

If you had prepared the same charts on all of the NATO countries, 
the picture might have been entirely different to the committee. 

General Norsrap. I would like to explain that, Mr. Passman. We 
have taken - ‘ in the first instance. because always vets 
the greatest part of the military assistance money. 


if 
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It got the greatest single amount last year; proportionately to 
what we were giving it received its full share. 

We have taken this case. You mentioned Greece. We have a 
chart on Greece as well. I clearly labeled this as the worst case. 
In the first instance, I was not trying to pass this one off as repre- 
sentative of the effect in each country because I raised this on my 
own initiative in the first instance. We also pointed out as we were 
going through the country-by-country breakdown a number of items 
that were required because of deficiencies which resulted as a conse- 
quence of the appropriations last year. 

If you wish, we can detail to you separately what we consider the 
cost of last year’s reduction. We can give that to you as we have 
done for all of the countries. 

Mr. Riropres. 1 think you should, General, because if we are going 
tohave the facts, we should have all the facts. 

General Norstap. We will do that, sir. We will show what this 
ut of last year has provided. 

(Norre.—The information referred to is classified and has been 
furnished for the use of the committee. ) 

Mr. Passman. I might say at this point, Mr. Rhodes, that some 
if these European countries had an increase over last year, but if 
s very small. Ot the record. 

(Discussion off the record. ) 

General Norsrap. Yes: but, Mr. Passman, I am sure that you will 
not only grant me the right, but insist that I exercise the right, to apply 
this where 1t 1s needed, apply i deficiency where it will affeet us the 

from the military standpoimt. IT am sure that is my responsi 
bas 

Mr. Pass AN. That is your prerogative. 

ener) Norsrap. Not only prerogative; but I am sure, if T did not 

, vou would have fair cause to challenge me in the position which 
[now occupy. That is what we have done. 

Believe mie, if there is any suggest ion that we have clone this beeause 

ese two countries are particularly favored by Congress, that impres- 
s]on Is quite incorrect. 

Mr. Passman. IT made that as a matter of fact, not to try to make 

Oint on this board here, We do realize the importance of - ‘i 

(reneral Norsrap. | hope vou realize the importance of the other 
ountries as well. 


CONSIDERATION OF RECOMMENDATIONS OF MAAG CHTEFS 


Mr. PassMAn. We do. You have MAAG chiefs in all these coun- 


General Norsrap. Yes, sir. 

Mr. Passman. Who resolves the differences when there is a difference 
of opinion as to the actual needs, the MAAG chiefs or your head- 
quarters here in Washington / 

(ieneral Norsrap. Not the MAAG chiefs. 

General O'Meara. The MAAG chiefs send the representatives for 
the final analysis at our level. 

Final decision is made in Washington. We recommended the actual 
levels within the ceilings which Washington gave us, the level which 
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would go to each country: and, while there were certain adjustments 
made by Washington, it depended upon availabilities. We listened 
to the stories of each one of the MAAG chiefs and then we made 
adjustments. We prepared the 1961 program in the same fashion, 
Mr. Chairman. 

Mr. Passman. If they justify a decrease, do you respect their opin- 
ion on it? 

(reneral O'Meara. We do indeed: yes, sir. 

Mr. Passman. If they say definitely the appropriated funds—not 
the excess we have given, concerning these 20-vear-old funds, but talk- 
ing about appropriations under this program—tif they should say all 
the monev appropriated and what we have procured is 85 percent 
ready and good and usable, do you accept their word on that 4 

General O'Meara. We certainly would, sir. Our MAAG chiefs 
are looking for places where they can save money In every program 
and they very frequently come up with most valuable suggestions, 

General Norstap. They are our representatives. 

Mr. Passman. We must not discount the fact that MAAG chiefs 
say. “Of what we pure hased, it is now 85 percent ready and usable in 
case of emergency. 

General Norsrap. If he is in the NATO areas, he is the agent of 
General O'Meara as his staff officer. 

Mr. Passman. You do respect their statement when they make a 
positive statement ? 

General O'Meara. If a MAAG Chief reached the point where we 
did not respect his opinion, we would certainly replace him. 

Mr. Passman. Thank you. 


COMBAT FORCES TRANSLATED INTO AMERICAN TERMS 


General Norsrap. The final chart, : I have tried to translate this 
just to leave an impression. I seteinge cas st translated this in the actual 
combat forces into American terms. I want to qualify this for pur 
poses of honesty or establish my honesty very carefully. 

Mr. Passman. You never have to establish your honesty. We know 
that. 

General Norsrap. Thank you. 

I have taken a division, and on American standards, I have taken 

division size. on American standards. not Turkish or Greek, but 
American standards. Say an Army establishment of such a size sup- 
ports so many combat elements. The combat elements are the end 
product of the Military Establishment. I have applied that to the 
American level, the American standards, to these NATO forces, less 
the United States and less Canada. 

The number of divisions which they have committed to us, according 
to American standards of support, would require a Military Establish- 
ment of 3,450,000, That is an army of 3,450,000. It would require, at 
the present time, a Navy of 82.000. It would require an Air Force 
of P66.000, fora total of 3.798.000. 

That would be required if by our standards, for instance, it was 
decided that we would prov ide these divisions and if we take a rough 
pro rata basis, the American cost for these. This is not the actual 
cost. This is in terms of what it costs the U.S. Army to support il 
diy ISIOn, a combat (livision. 
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Now, we move into 1963. This figure is increased slightly to roughly 
89 million for the Army and 107,000 for the Nav y; 291, 000 for the Air 
Force, for a total of 4.277.000. 


CONTRIBUTION ATTRIBUTABLE TO MAP 


I am not suggesting that the military assistance program supports 
an establishment of this size. I am not suggesting that the military 
assistance program supports even just the combat elements that are 
represented by an establishment of this size. I am saying that the 
military assistance program has made it possible, and in many cases 
has served as a catalyst to encourage or permit the maintenance of 
forces of this order of magnitude and over a period of years I think 
that the alliance supported by these military Done has made a great 
contribution, not only to the defense of the area, or through the 
deterrent in that area, but has made a great contribution to the confi- 
dence and the hope on which much of the expansion of Europe has 
been made, and it is on the basis of this expansion that we are now 
getting an increased effort on the part of these countries. I hope that 
this will continue. 

We have had, within recent months, and in this critical year, in 
anticipation of this critical year, conferences and visits of the heads of 
government. We have had the strongest statements that it is essen- 
tial that we maintain our strength, the strength of the West until 
such time as we may be able to gain security—at least the equivalent 
in security on a guaranteed basis Dy other means. That is the position 
which has been taken and I think represents the opinion and the de- 
sires of the American people as it represents the opinions and desires 
of all of NATO countries. 

This concludes my presentation, Mr. Passman. 

Mr. Passman. General, please have a seat. 

This is about the fifth committee you have been before since you 
have been over here. 

General Norsrap. It is the fifth, plus the Joint Chiefs of Staff. 

Mr. Passman. You certainly have a lot of energy. 


TOTAL PROGRAM FOR 1961 


The charts to a very large extent have answered the questions that 
I had intended asking. If you will deal very briefly with the money 
part of the program, so as to correct any misunderstanding we may 
have had earlier in the hearings: The proposed military assistance 
program for NATO for fiscal year 1961 is $740 million, to which must 
be added approximately $180 million for the four cost-sharing pro- 
grams which are primarily in the NATO area; is that correct ? 

General Mitier. That is correct. 

General Norsrap. Is it correct? 

General O'Meara. $740 million. 
a ral Minter. $740 million for the hardware program for all 
this 

Mr. Passman. Plus the $180 million. 


(reneral Miiier. $180 million that appears in the general state- 
ment. 


H3G09 —60 Oa 
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Mr. Passman. That is correct. The total amount would be—— 
General Miuuer. To that must be added this $80 million figure they 
have, or ———— million of it which they had in ground environment, 

Mr. Passman. That is what we want to clear. What would your 
total be? 

General Norstap. Since we have made the presentation, may we 
give our figures, sir? 

Mr. Passman. ( Yertainly. 

General O’Mrara. Our total is $809 million for NATO, Mr. Chair- 
man, plus 

General Norsrap. Let’s get the cost sharing. Let’s get NATO and 
finish it. 

General O’Meara. Of which $165.7 million is cost sharing. 

General Norsrap. $809 million of which 165—— 

General O’Mrara. Add the ——— million which is ground environ- 
ment, and also of a cost sharing nature. 

Mr. Passman. That brings it up to a total of what? 

General O’Meara. $234.7 million. 

Mr. Passman. To be added to the $740 million? 

General O’Mrara. No, sir; of the $809 million, $234 million is our 
contribution to cost sharing projects. 

General Norstap. To that we have also discussed the non-NATO 
areas, Which amount to $195.5 million. 





COMPARATIVE FUNDS FOR 1959 AND 1960 


Mr. Passman. How does this figure compare with the funds you 
have had in 1959 and programed for 1960 in the same area ¢ 

General O'Meara. In 1960 the appropriation was $485.7 million for 
NATO, and $146 million for the non-NATO countries for which we 
had administrative responsibility. 

General Norsrap. Are you interested in what we requested, what 
we proposed in support of ‘that last year ¢ 

Mr. Passman. We want to get something in the record with respect 
to dollars. The detail we shall get into later. 

General O’Meara. I can give you what our stated requirement was 
for 1960 as well. 

Mr. Passman. I wanted to compare what you requested this year 
to what you actually received. If you would like to, you may put 
that in the record. 

General Norsrap. I think it would be useful because there is a di- 
rect relationship to what we propose today and what we proposed last 
year. 

Mr. Passman. I believe Mr. Taber well stated the other day, there 
is always an asking price. Your figure this year is your asking price. 
Let us put in last year’s asking price. 

General O’Meara. Last year we stated a requirement of $918 mil- 
lion for NATO and $180.3 million for the non-NATO countries. 

Mr. Passman. Which is really more, slightly more, than you are 
requesting this year ? 

General O’Mrara. Yes; about $90 million more. 
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FRENCH POSITION ON ATOMIC WEAPONS 


Mr. PassMan. General Norstad, would you give us a brief résumé 
as to the effect of France’s decision not to accept American stockpiles 
of atomic weapons ? 

General Norsrap. Yes; I am very pleased to. Off the record. 

(Discussion off the record. ) 


DRAPER COMMITTEE RECOMMENDATIONS 


Mr. Passman. General Norstad, are you building your program 
around the Draper recommendations or did the Draper report build 
itself around your recommendations ? 

General Norstap. As far as my area is concerned, the Draper Com- 
mittee report was arrived at by the Draper Committee after very 
serious, very extensive study, by a team of the Draper Committee, of 
our requirements. It did not relate directly to them, but in general 
it was Sane on the type of program which we have presented to you. 

At that time we could not give it quite in as much detail, but it is 
the same principle. 

Mr. Passman. Did they establish any new requirements heretofore 
unknown to you? 

General Norstap. They did not establish any new requirements in 
our area. This was arrived at by them after consultation with us 
and was quite consistent with our thinking at that time. I might 
say that Mr. McCloy was the head of that group. 

General McNarney was a member. I think Mr. George McGee, 
former Assistant Secretary of State and former Ambassador to 
Turkey, was also on that group. 

They did a very thorough job. He gave us a terrific working over 
for about a week or 10 days after about a month’s preparation. 

Mr. Passman. Are the persons to whom you are referring mili- 
tary men or civilians? 

General Norsrap. McCloy 

Mr. Passman. Is he an Army man? 

General Norstrap. No. Mr. John McCloy was a wartime Under 
Secretary of War. He was head of the World Bank. He is chair- 
man of the Chase Manhattan Bank and was in that position at the 
time he came over with the Draper Committee. 

General McNarney is a retired general who was, during the war, 
the deputy to General Marshall when Marshall was the Chief of 
Staff of the War Department, and later, after the war, commanded 
briefly in Germany. 

Mr. George McGee is a civilian from Dallas, Tex. I believe at 
one time he was an Assistant Secretary of State. I know that he 
was Ambassador to Turkey for a period of time. 

Were there other members? 

Colonel Smwpson. There was Admiral Radford. 

General Norstap. He didn’t come to Europe. They were sup- 
ported by technical experts. 

Mr. Passa. in. Of the three to whom you just referred, two were 
nonmilitary ? 

General Norstap. That is correct. 
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Mr. Passwan. That fortifies this committee with the information 
we need. Your word has always meant a lot to us. You have been 
in that uniform a long time. I have a high regard for bankers, but 
I did not know that they have expert knowledge of the military re- 
quirements. It is reassuring to know that we still have General 
Norstad establishing these requirements. 

Mr. Gary / 

Mr. Gary. General, can you tell us something about the political 
situation over there now? What ace France ? 

General Norsrap. I wonder, Mr. Chairman, if we could adjourn 
here and declare a recess for awhile. Could we have a recess? 

Mr. Passman. Yes, sir: we certainly may. 

General Norstrap. I would like to speak frankly on this subject. 

Mr. Gary. That is fine. 

( Diseussion off the record. ) 

Mr. Taner. General, the figures on this year’s military hardware, 
including your airplanes, are up somewhere in the neighborhood of 
60 percent of what was carried last year. We have had so many 
projects which do not have an appeal to thinking people that we face 
a very serious situation. 1 don’t know whether you can help us or 
whether anything I say will do any good. 

We have had so much of this technical material where everything 
has been jumbled up. We have had these enormous projects in places 
where we are getting bad reports, and we have had an enormous prop- 
osition to handle. I am sure you can understand that. 

General Norsrap. Yes, sir. 


PRIORITY OF MILITARY NEEDS 


Mr. Taner. I don’t know how to proceed other than to have you tell 
us What the priorities are. What do you think about that ? 

General Norsrap. Mr. Taber, I have tried here to present 

Mr. Taner. What the military needs are. 

General Norstap. Not only what the military needs are in general 
terms in the area for which I have a responsibility, but I have tried 
for the first time to give to the committee an actual breakdown of 
what we propose to do so it will help the committee to fully under- 
stand the significance of these particular projects. 

I realize that in giving these figures and throwing an awful lot of 
facts at you, more than can be digested ina period of 2 or 3 hours, is 
difficult, but in answer to your general question I would like to say 
that I would consider the NATO forces, and the continuation of 
strength in the NATO area, as vital not only to the defense of the 
West at this time but vital to our position as we enter these discus: 
sions and negotiations which will occupy our attention certainly for 
the next vear and in the future. 

It is my judgment that all of these items which I have presented to 
you are necessary to that strength. 

I am not in a position to balance the requirements, me instance, of 
my particular area against requirements in other areas. I must. leave 
that until after the presentations in these other palates have been 
presented to the committee. 
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I would hope that the presentation L have made woul L assist you 
and give you a basis for evaluating, as you study this, the Importance 
of the requirements in the NA’ lO area. 

| give you my judgment that the requirement is a great one and is 
a very important one and will pay great dividends in the future as it 
has paid great dividends in the future as it has paid great dividends 
in the past. . 

In this connection I would point out a statement I made earlier. 
In 1951 the question was not whether there will be a war. The ques- 
tion then was what month of this year will the war start 

| would like to point out that in 1960 no one in his right mind asks 

that question. This is a tremendous change. This change can be 
eredited to the fact that we have faced up to the Soviets, we have 
shown our determination to resist them, and then we have systemati- 
ally created some reasonable strength with which to confront them. 
his has given substance to our words, so this has meant. in my judg- 
ment a better place to live in at least for 10 years, an incre: asingly bet- 
ter plac e to live in for 10 years, 

It has contributed to the prevention of war in that period, and it 
continues to be necessary for those same reasons. 

Mr. Taner. I think there is a great deal to what you say. On the 
other hand, | think we have to face the situation here and we have to 
get our own house in order and keep it there. 

General Norsrap. | remember, Mr. Taber, several years wee in 
meeting with this committee when you were presiding over it, and I] 
remember the problems and the discussions with you and two or three 
selected members of your committee the problem of balancing one 
requirement against another. 1 recall one occasion when you were 
presented with the problem of balancing the statement of one very 
sound and very distinguished and very enthusiastic public servant 
against the statement of another very sound, very enthusiastic, and 
very devoted public servant. I realize the ereat problem that con- 
fronts a committee of this kind. 

The contribution [ would hope to make is to honestly present to 
you certain facts, and then where it is useful, on the basis of my 
own experience and in the field of my OWN COMpetence, to give you 

addition to that my own judgment. You would have to weigh 
that, 

Mr. TABER. I can see if we do not pick the right horse to ride we 
Will have a terrible time getting this bill through. I do not like to 
see such a situation arise. 

Perhaps the only thing Wwe Can do is to dig Into it as closely as 
we can 

General Norsrap. And [hope T have influenced vou to support our 
side of the program, 

Mr. Taser. That is all I have. 

Mr. Passman. General, you are competing with a lot of other dif 
ferent programs in the overall Mutual Security Program. 

They have come up with programs that a few years ago we would 
not have conceived that the mind of man could have thought up all 
over the world. 

It is a question of Mr. Taber’s view, which one will win out? You 
cannot have them all. They would clean house on us if we ever 
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appropriated the amount of money requested for the different pro- 
ams all over the world. 
Mr. Alexander? 


INCREASED NATO SUPPORT VERSUS AID TO UNDERDEVELOPED AREAS 
BY NATO COUNTRIES 


Mr. Atexanper. General, it is my feeling that the countries of 
NATO have economically developed a great deal in the last several 
years, and it is the feeling of many people that some of these coun- 
tries ought to be assisting us and helping the underdeveloped coun- 
tries of the world. 

Is it your feeling that these nations could better use their money 
by putting it into this type of program assisting us in the cost of 
NA’ LO than by spending their funds in many underdeveloped coun- 
tries? 

General Norstap. There are certain things that are essential which 
must be done and really are not a matter of choice. I would believe 
that defense, providing for the security of a country, certainly isa 
first requirement on the country. 

I honestly believe that as a result of the work and very careful 
refining ania which is taking place in the military planning in 
Europe over a period now of 8 years, and you must remember it is 
not only si reened and processed hy the military and political authort- 
ties of 1 country but it must stand the proc essing and screening 
of the military and political authorities of 15 countries, I think it 
has been reduced over a period of 8 years to fundamentals. We are 
getting down now to fundamentals. This is not just my idea or my 
particular concept of what is required. 

I say this as background to the fact that I think some of the things 
these countries are required to do are necessities and not a matter of 
choice. 

I would like to see these countries contribute more in some of the 
other fields. 

As you know, they are quite interested in that, and several of the 
countries propose to join with us more actively in the field of assist- 
ance to some of the underdeveloped countries. This is something 
which is discussed at each NATO meeting and gets increasing support. 

However, I do not believe that that activity is really in competition 
with this minimum military requirement, because if you do not pro- 
vide security at home there is not much use doing some of these other 
things. 

Mr. Avexanper. Certainly self-preservation is one of the strong 
moving forces of all people. 

General Norstap. That is correct. 

Mr. ALExanver. It was my feeling that with their greatly improved 
economic condition they would more willingly put more money into 
this program for their own self-preservation than they would into 
some other program. 

General Norstap. I think they would like to do both, actually. 
They are increasing their contribution dollarwise, of course, to the 
alliance. In some cases it is not perhaps as much as we would like. 


Off the record. 
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(Discussion off the record.) 

General Norstap. There is always a practical matter, you know. 
You people are the experts on this, of course. You have to decide 
how much increase can you get in 1 year from a parliament. Maybe 
you cannot get all that you need. all you want, even if they recognize 
it, so some of these increases of 8 percent, 9 percent, represent “only 
part of the increase, and I would think next year or the year after they 
will have to do something more on that. 

Mr. ALexanper. They would do more if they saw they had to and 
that we were not providing it than they would if we continue to give 
what they consider as an adequate defense. Do you agree with that? 

General Norsrap. I think we have quite plainly indicated to them 
throughout the years to an increasing extent that they have got to 
work toward a self-supporting status, and that is one reason that we 
have moved out of this field of giving general support except in these 
few isolated cases that I mentioned today, and are concentrating on 
these new weapons. 

When you get into new weapons, where do they come from? They 
come from the United States, and this begins to complicate the matter 
a little bit. 

It makes it even more necessary that the funds in support of them 
should come from the United States. 

I believe, to carry the suggestion you made to the ultimate, if we 
should suddenly say we will stop this entirely, I think the reaction to 
that would be absolutely fatal and disastrous and have the most serious 
consequences. 

We are moving each year, more countries move into the category 
each year of those not getting support. 

Each year more countries move into these two new categories where 
they participate in cost sharing. I am impressed with the fact that 
so many items are on a cost-sharing basis, where even as recently as 
last year you could scarcely find one. We are moving in that 
direction. 

I am impressed with the fact we have finally started to get some 
common production, some joint production effort in Europe so they 
will be in position not only now but in the future to meet some of 
their requirements, better meet their requirements. This is all 
progress, 

I think the big danger is an abrupt change because the problem 
here is one really of defense and security which we must provide. 
[ think we are making progress in getting these people to make a 

more substantial contribution. 

I hope that I have demonstrated that in this discussion this 
afternoon. 


REDUCTION IN U.S. CONTRIBUTION IN FORESEEABLE FUTURE 


Mr. Arexanper. Our support to these countries, in spite of the 
great, improvement that they have made, has been about on a par, 
certainly it has not been coming down. Do you think there is any 
hope for it coming down in the foreseeable future ? 

General Norsrap. Yes, I would think so. Of course, the percentage 
of the overall has reduced. 
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As more countries move into this category where they are not eli- 
gible, and as we catch up with some of the deficiencies that exist, 
there should be some leveling off. 

I am not suggesting that this will be a sharp decline, that we will 
be going down to nothing, because I for my part cannot see that. 

However, I would thmk if your question is directed to whether 
or not. we will maintain $808 million for NATO, I would say if we 
got the $808 million, plus a reasonable amount for next vear, that 
that would get us over the hump of this and then there should be 
a reduction, 

Do you support that ¢ 

General O'Meara. For the northern tier of countries, very definitely 
so. We still have naval requirements that will have to be met for 
some time on a cost-sharing basis. but the load in the north will 
decrease. 

General Norsrap. I was thinking it would decrease. 

General O'Meara. In Turkey and Greece, in that whole tier of 
countries across there, we will eventually have to put more there per- 
haps than we are right now. 

[ran has made great strides in the past year. It still has not a 
force like Turkey, but if we are to continue any progress it will con- 
tinue to take money. 

The same is true of Pakistan. 

Inthat part of the world I can see no great decrease. 


SUPPORT OF NATO LN EUROPE 


Mr. Avexanper. In Europe you say the support of NATO militarily 
and economically is stronger and more general than it ever has heen ? 
How would you deseribe it / 

General Norstrap. I would say it is stronger than it ever has been, 
ves. I would say this is demonstrated by the fact that .: defense 
budgets are increasing and the countries are supporting programs. 
Where they have t: alked about reducing forces the vy have now stopped 
reducing the forces. Some countries actually have increased forces. 

The answer to that is that the support is greater at the present time. 
This is in spite of the fact that there has been a tendene y, because of 


visits and hopes and wishful thinking, to anticipate prematurely a 
relaxation of tension. 


COMPARATIVE MODERNIZATION OF RUSSIAN POWER 


Mr. ALexanper. Would you compare for us the capability or mod- 
ernization of the Russian power as contrasted with ours? 

General Norstrap. It is difficult to make direct comparison. Tntel- 
ligence indicates, and I am not the expert on this because I get my 
intelligence from the same place you do, we know technically the 
Russians are very advanced in weapons, so we must base our estimates 
on that. 

We know this includes a full family of so-called tactical weapons, 
weapons of the type T have been talking about. 

There is not always complete evidence that they are actually de- 
ployed. They have the capacity, they have the know-how, and they 
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have developed these things, so we must make assumptions that if 1 
is necessary they will be available. 

This is also supported by the fact that Mr. Khrushchev stated that 
this reduction would in no way weaken the military strength of the 
Soviet Union because of new weapons, types and distribution, so we 
must make that assumption. 


COMPARATIVE LIKELIELOOD OF WAR 


Mr. Avexanper. With that background would you say that the 
likelihood of war is about the same, less, or greater than it was a year 
ago ¢ 

General Norsrap. It is difficult to compare it with a year ago be- 
cause there is no marked change in my opimion. 

Of course, there has been a very dramatic change from 5, 6, 7, or 8 
years ago. 

At that time, as I pointed out, the real question by serious and 
substantial people was what month of this year will the war start. 

It is significant that no one in his right mind asks that question now. 


BERLIN PROBLEM 


Mr. ALexanper. What is the latest development with regard to the 
Berlin problem ¢ 

General Norsrap. Berlin continues to be something of a symbol of 
a larger problem. It continues to be a critical and urgent problem. 

Off the record. 

( Discussion off the record. ) 


REACTION OF NATO COUNTRIES TO KHRUSIICHEV S§ VISIT TO UNITED STATES 


Mr. ALeExanper. What was the reaction of the NATO countries to 
Khrushchev’s visit to this country / 

General Norstap. That is a very good question. I am delighted 
that you raise it. 

( Discussion off the record. ) 

Mr. Avexanper. That is all, Mr. Chairman. 


NATO NUCLEAR FORCE 


Mr. Ritopes. I read in the paper a story concerning nuclear force 
to be established in NATO. Do you want to discuss that ? 

General Norsrap. [ am pleased to talk about that, gentlemen. I 
would rather not comment on what was in the newspapers because 
some of those accounts obviously conveyed the wrong impression. I 
would rather talk about what is being planned. 

For several years we have felt the requirement for a small, highly 
mobile force, quite small but very mobile, which can move here or 
there as it might be required. 

We felt it would be useful from the military st: ndpoint. Kven a 
very small force put in the right place at the right time sometimes 
can be very important. 

If we can get it there in a matter of a few hours it can be important. 
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Another use of this would be to form a battalion in each of many 
countries, a unit in each country, so we would be capable, for instance, 
where the political purpose called for it, make any area clearly an 
international area. We can give it a NATO coloration, make it a 
NATO problem rather than a national problem. 

That might have a great deterrent effect. It might serve to pre- 
vent war. 

After much thinking and studying we decided we would now estab- 
lish such a force. We are not asking for additional forces because 
this is a second hat function. We would take a battalion from, say, 
each of three countries, of the battalions they now give us. This is 
no increase. We will train them, establish a task force commander 
and a staff, and train them to work together. This is an additional 
function. 

They will normally be in their normal positions but we will train 
them enough and have the logistics arrangements and logistics sup- 
port arranged so we can use them as needed. 

To start with we propose to have three battalions. 

Off the record. 

(Discussion off the record.) 

Mr. Ruopes. Will you maintain a permanent commander of this 
unit with a permanent staff ? 

General Norstap. Permanently designated. 

Mr. Ruoprs. But not with a permanent staff ? 

General Norsrap. Not necessarily with a permanent staff. 

Off the record. 

(Discussion off the record.) 

Mr. Ruopes. That is all, Mr. Chairman. 

Mr. Passman. This is a paper program you are discussing now; is 
it not? 

General Norstap. This is a proposal; a study under consideration. 
Mr. Passman. There is no request for funds? 

General Norsrap. Not before you, no, sir; not one cent. 

Mr. Passman. Governor Montoya? 


EFFECTIVE ABANDONING BASES AT SPANISH MOROCCO 


Mr. Montoya. General, what effect or load will the abandoning of 
the bases at Spanish Morocco have on the utility of the bases in Spain? 

General Norstap. Off the record. 

(Discussion off the record.) 


INCREASING MANPOWER REQUIREMENTS 


Mr. Montoya. I see in the charts that as you project the manpower 
requirements into subsequent years, that the manpower requirement 
keeps on increasing in spite of the emphasis on missiles. 

What is that the result of ? 

General Norsrap. The manpower requirement is actually vastly de- 
creased. The requirement has decreased. This just indicates that we 
have not reached that requirement and we will reach it by ——— 
but I will show you what I mean by this. 

For instance, this is the manpower requirement. The present re- 
quirement is the smaller figure, but we are here now coming up. We 
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haven’t quite reached this figure, but the requirement was much higher 
in 1951 and 1952. 

Mr. Montoya. I understood those figures. The last chart is the 
one that confused me. 

General Norstap. We have not reached this requirement yet.. We 
are coming up to this figure bu the overall requirement is less than the 
previous requirement because of the new weapons and thus to the 
extent of these figures. 

Mr. Montoya. Then do I understand that the manpower require- 
ments as we go into an emphasis on missiles will be less? 

General Norsrap. Vastly less. That has already been applied. 


EFFORTS TO SECURE INCREASED CONTRIBUTIONS FROM NATO COUNTRIES 


Mr. Montoya. Will you tell us, General, what specific efforts have 
been made by your organization to try to get these NATO countries 
to contribute a better percentage in the administrative expense of 
NATO? 

General Norsrap. I am afraid that if I am to answer that ques- 
tion 

Mr. Montoya. You would have to go off the record ? 

General Norsrap. Yes. 

Mr. Passman. This is locked up. You answer it in your own 
way. Your question is: What can we do to get them to increase their 
contribution? Does that have to go off the record? 

Mr. Monvoya. I want to find out what has been done. 

General Norstap. Off the record. 

(Discussion off the record.) 





PROCEDURE IN ALLOCATING FUNDS TO VARIOUS COUNTRIES 


Mr. Montoya. As I understood you, when we were in Paris, you 
called the different commanders in these countries together to see what 
the budgetary requirements within NATO might be, and then you 
take inventory of your available funds and then the NATO Council 
allots the funds to different countries 4 

General Norsrap. No, sir. 

Mr. Montoya. How do you do that? 

General Norstap. To go through the whole cycle, which is rather 
an involved one: As a matter of fact it probably sounds more involved 
than it actually is, but there is, first of all, a political directive. 
The political authority s says, “This is what we expect the military 
forces to accomplish.” Ww ithin that, there is a general concept or 
a scheme of operations which is developed to carry out from the 
military standpoint this political directive. 

This is approved by the higher military authorities and by the 
NATO Council and from that you derive and develop a plan, a spe- 
cific plan and the specific forces that are necessary to do this. 

This is done without reference to budgets. 

Mr. Mon'roya. Or countries 4 

General Norsrap. Or countries. This is done in the first instance 
on the basis of what is required. This has been done in the past. 

On that basis it is then allocated to countries. For instance, we 
go back to the Lisbon meeting in February of 1952, when this process 








was done on the basis that I described earlier, and the countries then 
sort of subscribed to this. They said, “We will try to do this and 
do that.” Country “A” was told, “You ought to do better than this,” 
etcetera. That wasthe start of this. 

From that certain forces have developed. Each time there is a 
new plan or a modification of the plan we do not start this process 
all over again and get everybody to subscribe from serateh and work 
out all their commitments. We start on the basis of what they actu- 
ally have and what they know they actually can do and then the 
Council of NATO has its economic and financial experts who ex- 
amine the conditions of the country to help establish the level of the 
forces that it is reasonable for us to ask from those countries. 

That is generally the process. It is not a money process. 

Mr. Monroya. Do I understand you to say then that you more or 
less ev: alu: ate the resources of that particular country and what they 
ean contribute and you agree on an assessment for that country, 
whether it be in manpower or In aircraft ? 

General Norsrap. As a practical matter, we work it out in quite a 
detailed basis the contribution of each country, that they should or 
could produce so many divisions, so many squadrons, so many missile 
units, so many naval formations, spec ifie ‘ally. We discuss this with 
the country concerned and there is a meeting, or a series of meetings 
between the milit: ary people: there is a submission then of what the 
country feels it can do in response to this and then there is a NATO 
Council meeting at ministerial level which in the last analysis consid- 
ers the contribution of each country and the commitment of the coun- 
try is made on a political basis at these ministerial levels. They are 
the only ones authorized to change it. 


SPECIFIC EFFORTS TO SECURE INCREASED CONTRIBUTIONS 


Mr. Monroya. I still haven't gotten an answer to my basic question. 
What specific efforts have been made to make these countries increase 
their contribution / 

General Norsrap. Every effort possible in my judgment. As 
practical matter I could go into this in detail, but it would be quit 
improper for me to make a record of it, even for the safe. I will be 
pleased to do that if you wish lesan cach. 


COMPARATIVE PERCENTAGES OF GNP IN DEFENSE EXPENDITURES 


Mr. Monroya. Let me lay this preface. According to my figuring 
the United States spends 8.5 percent of its gross national product in 
defense expenditures. I take that by dividing $484 billion by $40 
billion, which we spend in defense, whereas the average for the NATO 
countr ep cepininion 1 been chart, is 6.4. 


Now, we spend 5 ) percent of our revenue in defense. Denmark 
spends 13.9 percent: France nee ee 27.8: Germany is spending 26 


percent even: Italy is spending 18.3 percent. In fact, for 1960, it 
spent less percentagewise than it did in 1959, when it spent 19 percent. 
The Netherlands is spending 16.6 percent, down from 21.4 percent, 
the previous year. Norway is spending 19.5 percent, down from 21 
percent. Portugal is spending 29.5 percent, up from 28.5 percent in 
1958. 
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Now, I cannot see where these NATO countries are assuming a pro- 
portionate load to what we are assuming or even increasing the load 
that they had in years past. 

General Norsrap. 1 thought I had indicated in the chart that 1 
showed that there has been an increase in the first instance of their 
defense expenditures, over the period of the last 10 years, a consider- 
able one, as a percentage of their gross national product , in the terms 
that you put it. That is true. There has been an improvement and 
a considerable improvement over the period of the last 10 years in this. 

In addition to this, I agree with what I think the ¢ hairman pointed 
out before, that the gross national product is not necessarily a fair and 
a final criterion against which you can measure the contribution. For 
instance, I would point out that 5 percent, or say 10 pereens of the 
GNP of Norway is one thing in terms of what it costs the 344 million 
citizens of that country and with the general economy of the country 
and 10 percent of the GNP of the United States, for instance. or even 
of France and England, that is quite another thing. There is a great 
discrepancy there in actual cost to the indiv idual; what it means te 
him in standard of living, so you cannot take—and I agree with what 
the chairman said—you cannot take this as an absolute standard of 
mesurement. It is a general indication that would tend to bring the 
figures more nearly in line. Iam quite willing to stipulate that in the 
case of several of the countries, I think that they should do better. I 
think they should do better, and as a result of the efforts that we all 
have made over the period of the last 2 or 3 years, they are in fact 
increasing this year, As a practical proposition, sometimes a coun- 
try, for politic ‘al reasons, cannot suddenly jump up in time of peace, 
say, for an increase of 15 or 20 percent in the national defense expendi- 
tures, even if they think it is desirable, even if they think they have a 

responsibility for doing that. 

An increment of, say, 10 percent might have to be accepted as a 
practical matter. 

That is happening in some cases. So I am quite willing to agree 
that some of these countries should do better. We are doing every- 
thing that we can to see that they do better, to encourage them to do 
better, and there is, in the course of this year, some re sasonable response 
to those efforts. 

I have tried to point this out today. I would hope that next year 
I will be able to report to you, if I am back here to report to you, that 
we have taken another step toward bringing this more clearly in line, 
but we have made more substantial progress in this field in the course 
of the last year than we have any year before in my judgment. 

Mr. Monvroya. General, as a matter of fact, according to the statis- 
tics, the GNP and the conditions of the countries, I think the area 
within which perhaps a proportionate share of the expenses over and 
above what these little countries cannot bear exists in the United 
Kingdom, in France—— 

General Norsrap. Who are increasing their defense expenditures 
this vear. 

Mr. Monvroya. In France, Germany, and Italy. 

General Norsrap. They are all increasing their national defense ex- 
penditures this year. I do not mean by this that this is completely 
satisfactory; I mean very substantial progress is being made. 
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Mr. Montoya. The point I am trying to make is that we are as- 
suming the entire burden for even these countries that have a healthy 
economy, such as the United Kingdom and a comparatively healthy 
economy such as Italy, Germany, and France. 


WITHDRAWAL OF NATO COMMITTED FORCES FOR USE IN ALGERIA AND 
LEBANON 


I understand that France has used some of the forces which it 
committed to NATO in the Algerian crisis. 

General Norstap. That is quite correct. 

Mr. Montoya. Will you elaborate briefly on that? 

General Norstap. Yes. Under NATO rules a national authority 
has the right with notification to the alliance to withdraw its forces 
for what it considers an overriding national purpose. For instance, 
the United States did this in the case of Lebanon when it withdrew 
the 6th Fleet temporarily for this purpose. 

France did it in the case of Algeria, but they continued the com- 
mitment to return those forces at this time. I am not supporting 
this; I am just stating that this is a right which has been practiced 
by several nationalities. 

Mr. Montoya. I do not want you to think I am criticizing it, Gen- 
eral. I just want to know the reason for it. 

General Norstap. I would like to say this—can we recess for a 
minute? 

Mr. PAssmMan. Yes. 

(Discussion off the record. ) 

Mr. Passman. Back on the record. 

Will the gentleman yield? 

Mr. Monroya. Yes. 


AWARENESS OF AMERICAN PUBLIC DEBT 


Mr. Passman. Would it be a help to indicate to them that we are 
having to collect unprecedented taxes in this country in order to help 
them?! We are operating at a deficit. We are increasing our public 
debt, whereas some of these nations have a surplus and are reducing 
their public debt. That within itself should be an indication that 
we are making a great sacrifice to help them. 

General Norstap. As you know from your own travels, Mr. Pass- 
man, all the NATO countries are very appreciative of what the United 
States has done. We frequently hear the statement that was origi- 
nally made by Mr. Churchill, that this country is the only country 
that has been responsible for really generous acts, at least for a long, 
long time. They really appreciate in that sense what we are doing. 

Mr. Montoya. That is all. 

Mr. Passman. Mr. Conte ? 


REDUCTION IN PERCENTAGE OF GNP CONTRIBUTIONS FOR DEFENSE BY NATO 
COUNTRIES 


Mr. Conte. Mr. Chairman—General, pursuing this questioning of 
Governor Montoya, in this chart that you show, back in 1953 the total 
NATO alliance contributed 8.2 percent of their GNP for defense. 
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Today, in 1960, it is 6.4 percent. In actuality, they have dropped 
down considerably. They dropped about 2 percent. There was an 
increase of 0.4 percent from last year. In 1953 it was 8.2. Then they 
started dropping down to 7.3, 6.7, 6.8, 6.6, and finally down to 6. 


REFLECTION OF DEVALUATION OF CURRENCY ON FIGURES 


General O’Meara. I can explain the dropoff here, sir. This was a 
result of the devaluation of the French currency, which was rather 
substantial and, remember, these figures are converted from francs 
to dollars so that while the French expenditure did not decrease, while 
what France was putting into its budget did not decrease, in fact, it 
increased, its value in dollars decreased. At the same time, the Tur rks 
devalued their currency and the same thing happened. 

General Norstap. I should point out also that while there has been 
an increase from 4.9 to 6.4, this has not been of direct relationship to 
the increase in the GNP. There isa lag there. There is no question 
about that. 

Off the record. 

( Discussion off the record. ) 


MISSILE GAP 


Mr. Conve. General, this year we are reading a lot in the newspapers 
and also hearing a lot before the Congress and the Senate about the 
great missile gap between the United States and the Russians. 

You made a very important statement, at least I thought it highly 
important, that in October 1951, I believe the date you used, Euro- 
peans w ere predicting what month we would be engaged in war, and 
today there is no such thought in anyone’s mind. If there is such a 
missile gap, it would seem to me that we would be thinking what 
day we would be in war, what day the Russians would press that but- 
ton. Could you elaborate on that ¢ 

General Norsrap. This missile gap discussion is a Washington dis- 
cussion. It is something in which I should not participate as far as 
commenting on the missile gap, but I shall comment on the general 
question. 

It is very true that in the period of, say, 1949, 1950, 1951, and 1952, 
the question was in responsible people's minds. You people remember 
this, too, and you knew very well it was in the minds of the people. I 
lived there at that time, and they were constantly asking when was 
the war going tostart. You donot hear that today. 

If there is a gap—and I am not suggesting by that that there is or 
is not a gap, for I am not getting in that, but if there is a significant 
deficiency in any field we could be asking that question, say, 2 or 3 
years from now. We might be asking a question of that kind if there 
isa gap. I am not suggesting that there is or there is not. 

Mr. Conve. You are saying there is no such talk at this time. 

_ General Norstap. There is no such talk at the present time about the 
imminence of war. The possibility of war in the future sometime, yes, 
but no one believes there is going to be a war in the year 1960, includ- 
ing me. 

Mr. Conte. To carry that out logically without putting you on the 
spot—— 
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General Norsrap. I am always on the spot. 

Mr. Contre. I would seem to gather from that that we are in a 
superior position to our so-called enemy. 

General Norsrap. Off the record. 

(Diseussion off the record. ) 

Mr. Conre. I respect your opinion a lot more than some of the 
others I have heard up here. 


REDUCTION IN OVERALL TONNAGE OF BRITISH VESSELS 


General, I read in the papers where the United Kingdom has cut 
down the tonnage of battleships and carriers, its overall tonnage of 
vessels, and is emphasizing nuclear-powered submarines at the pres- 
ent time. Is that in keeping and in conformity with the U.S. position 
of increasing its tonnage / 

General Norsrap. I do not know about the overall British program, 
[I know they are continuing to meet their commitments to NATO, 
both to me and also the Atlantic Command. They are concentrating 
on the submarine. They are going to put money and more money into 
atomic submarines and missile submarines. You will find a greater 
amount of their money going into that. This is clear from their white 
paper. They are concentrating on that type of force for the future. 
There is no question about it. This will almost inevitably result in 
a decrease in tonnage. 

Have you seen the British white paper? 

Mr. Contr. No, I have not. 

General Norsrap. We could send a copy of that to you, which might 
be interesting to you because it outlines what they are going to do 
and why they are doing it. It is not a classified paper, and it does 
does give the information. 

General Mitter. We have one right here. 

General Norsrap. That is not classified. 

General Mitier. This is the paper they used in justifying their 
budget. 

General Norsrap. It is the philosophical justification of their 
budget. 

(Discussion off the record.) 


DUTCH SUPPORT OF NATO 


Mr. Conre. General, we have read in the press about the Dutch 
Government's attitude. There has been some discussion that they 
contemplate stopping contributions to the NATO Alliance. We have 
read that especially in the Dutch press. It is reported this has been 
brought about because of the recent U.S. decision against. the KLM 
Airlines in allowing an air route from Los Angeles over the northern 
route. Would you comment on that ¢ 

General Norsrap. I think that is newspaper speculation, without 
any doubt. The Dutch public is concerned about that. There is no 
question about it. The Dutch are a very solid and very substantial 
people, and they are dedicated. They have been in the forefront of 
NATO supporters. I would think it would be largely newspaper 
speculation. The Dutch are good allies. 
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EFFECT OF ASSERTION OF INDEPENDENCE IN AFRICA 


Mr. Conre. Do you anticipate extension of our mythical line of 
defense or dangerous flank in view of the fact that Africa is assert- 
ing independence and there will be many new nations in the world? 
The Secretary of State has said there are six or seven new nations, and 
it is contemplated that a lot more will come into existence this year. 
Considering the fact that some of the members of NATO are still 
actively engaged in some form of colonialism in Africa, do you think, 
because of this faet, NATO might run into some trouble / 

General Norsrap. I think not only NATO and the West but the 
world has to watch the developments in Africa with great interest, 
because many of these new countries are exploding into a penne 
of independence. While this may be a good thing in principle, 1 
may not lead to stability when so many do it at one time. This is an 
area in which we may all have to help in one way or another; help 
these countries to establish themselves and to stabilize themselves. 1 
think that flank does not constitute a military threat as such, but that 
astable, substantial area is established on a long-term basis is worthy 
of the most serious effort and help, if necessary, on the part of the 
major powers of the world. 

I know that there are consultations among the powers on this broad 
subject, and I hope that increases. It is outside the NATO area, as 
you know, but it still is of vital interest. 

Mr. Contr. I was thinking it might cause some disunity. 


OVERALL ATTITUDE OF NATO COUNTRIES TO NEW COUNTRIES 


General Norstrap. It is not now doing that because in general |] 
think the overall attitude of the NATO countries on that subject Is 
quite alike. You have France, of course. Many of the new countries 
will be French countries, either within the community or, if they 
choose to get outside the community, they may go. There are many 
of them now in the French c ommunity. 

You have Britain, which has Kenya, Rhodesia, et cetera. They 
are having trouble. The new constitution in Kenya, for instance, 
gives to the colored in Kenya independence and perhaps control, the 
whites there feel. This is a very progressive step. 

You have the Portuguese, who have Angola, Mozambique, and 
little Portuguese Guinea. You have problems there. There is no 
question about that. They are influenced and affected by the actions 
of other countries which are receiving their independence. 

You have the Belgian Congo, where the Belgians decided that the 
Congolese would get their independence in a phased program, but 
there were actions and uprisings which forced them to move faster. 
I think they are getting their independe nee in July of this year; mov- 
ing very fast. 

The very speed of this creates some problems, because there are 
contending factions within some of these countries. You do not have 
one strong element in many of these countries. When you sever the 
tie with the old country, you then have factions within the country 
which cause some trouble. 
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It will be a trying experience for the countries, and also, I am 
afraid, for the rest of us, because they will need help, and I hope that 
the outcome will be a substantial and stable Africa. This is, IN my 
judgment, a very long-term problem, something which you and I will 
be concerned with most of our lives in one way or another. We should 
not try to minimize the problem at all. It is not a military problem. 


ESTABLISHMENT OF GERMAN BASES OUTSIDE COUNTRY 


Mr. Conte. General, I have read recently that a German move to 
establish bases in Spain was not cleared by you and that you strenu- 
ously objected to her doingso. Isthat true? 

General Norstap. There is no movement on the part of the Germans 
to establish bases in Spain. There was a desire on the part of the Ger- 
mans to explore all possibilit ies of meeting some of their logistics and 
training requirements. They do have a problem. In the first in- 
stance, they have a problem because the area is relatively narrow and 
small. There is a tremendous density of military facilities. We all 
have forces in that area. We have sort of squeezed Germany out. 

They are considering France, England, Portugal, almost any pos- 
sible solution to relieve this. 

They had in mind the idea that they would also study on a purely 
tentative and exploratory basis what Spain could do. There were no 
proposals, no suggestions, no requests for agreements. It was purely 
exploratory. They notified us of this and stated that if these studies 
should lead to any firm proposals, it would be coordinated with 
NATO. They have steadfastly maintained that position. 

If we can recess for just 1 minute—— 


(Off the record.) 
ADEQUACY OF NATO DEFENSE SYSTEM 


Mr. Conrr. General, considering the rapid advancement. of the 
ICBM capability, does NATO continue to serve as an adequate de- 
fensive system ? 

General Norstap. As the ICBM capacity increases, I believe that 
NATO, as an essential part of the deterrent and as a major factor in 
giving credibility and validity to the retaliatory forces, including 
missiles, is even more important than it was before. Off the record. 

(Discussion off the record.) 

Mr. Conve. General, in view of the fact that the French have now 
joined other nations with atomic capability, do you foresee a change 
in the present agreement concerning the employment of these types 
of weapons if and when the French have them in quantities sufficient 
to use in war? 

General Norsrap. At the present time and for the foreseeable fu- 
ture, I do not foresee any significant modification of the present 
system. 

Mr. Contr. Off the record. 

(Discussion off the record.) 
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EFFECT OF NATO ON MORALE, ETC., OF MEMBER NATIONS 


Mr. Contr. Do you agree that NATO has had a heartening effect 
on the morale and feeling of safety of the nations which are members 
of NATO? 

General Norsrap. I think the development in confidence, morale, 
spirit, and determination of the European countries in the course of 

the last 8 to 10 years directly attributable to NATO is nothing short of 
a miracle. The determination that we stated in the first instance in 
the NATO Treaty, which we have supported by forces as tangible 
evidence of our intention to back this up, has given hope and confi- 
dence, spirit, morale, and determination to all of these countries. The 
most impressive thing i in the world is to go back, say, to 1949, 1950, and 
1951, and I was in those countries in those days as lam now. The 
change is absolutely striking. 

Oil the record. 

( Discussion off the record.) 

General Norsrap. Contrast that with today. We have been talking 
a great deal here today about the economic development. This eco- 
nomic development comes from confidence. That is a direct result of 
NATO. The characteristic of Europe today is building. Every time 
Idrive from the airport to my house in Paris, there is another 6-story, 
100-unit apartment house going up or another factory going up. This 
is true all over Europe. 

More important is the attitude of the people. They do not say, 
“Live, for tomorrow we die.” ‘They say, “We are going to live a long 
time, our children are going to live a long time, and we shall have 
grandchildren and they will have a good life.” If NATO never did 
another thing but what it has done in this respect, it has repaid the 
taxpaver not only of this country but of all the other countries more 


return on his dollar, on his mark, on his pound, on his lira, than any 


other activity in which man is engaged. 
Mr. Conte. I believe you answ ered that question well. 


EFFECT OF ANTISEMITIC OUTBURSTS ON UNIFICATION OF GERMANY 


General, the recent anti-Semitic outbursts in Cologne and the dese- 
cration of the synagogues there had a tremendous effect here in the 
United States. "Do you think this impaired the chances for unification 
of Germany ? 

General Norsrap. I would hope not. I do not think it can be 
directly stated that it does. It is a type of disgraceful exercise which 
irresponsible kids get involved in. It has tragic consequences in the 
relations between peoples : and countries. 

Off the record. 

(Discussion off the record.) 


FORESEEABLE REQUIREMENTS FOR MANNED AIRCRAFT 


Mr. Contr. In view of the fact that our ballistic and interconti- 
nental missiles are making such great progress and in the future the 
main armament of airpower will be the missile and not aircraft, what 
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is the use of having manned bombers and fighters if the missile can do 
the job? 

General Norstrap. I think for the foreseeable future there are cer- 
tain tasks which can best be performed by manned aircraft and there 
are certain tasks which must be performed by manned aircraft. | 
happen to be a missile supporter myself, and always have been. As 
you can see from the program I have presented this afternoon, we are 
pushing them in just as fast as we can get them. We are leading in 
trying to push them in. L cut down the number of sauadrons by a 
vast number and substituted missiles. So Ll am all for that to the 
extent that you can do it. 

Surely mm the next 5 to 8 yvears—I would rather not give any precise 
predictions beyond that point—we will have to have very substantial 
numbers of manned aircraft as well. At the present time we think 
the missile is complementary and supplementary. It augments the 
aircraft. We shall reach the point not too long from now when the 
aireraft will be complementary and sup yplementary to and will aug- 
ment the missile. There is no question about that. The main burder 
will be the missile and the manned aircraft will become the supple- 
mentary weapon, We shall reach that time soon. 

Some tasks I think will favor the aircraft for a long time. Let me 
give you one “for instance.” This is a battlefield one. It mught be 
the first field in which you would expect you might dispense with 
the aircraft. You have increasing mobility. Technical deve lopments 
are giving us increased mobility. We are getting increased firepower 
in a readily transportable form, so a small unit can move very fast 
and cause a tremendous amount of destruction. One of these gadgets 
which goes up from point “A” and hits a predicted point “B” might 
be able to hit that point “B” quite accurately, but what they are trying 
to hit at that time might be 15 or 20 miles down the road, no matter 
how fast they operate, because man has not been able to build intoa 
missile judgment and discretion. So for as long as I am going to be 
active and for considerably longer, I see a requirement for what I call 
an armed reconnaissance, where you tell a man in this high-perfor- 
mance aircraft with an atomic bomb what you fear, what you are 
afraid of, and he goes and looks for it. If it comes in his area, with all 
his technical gadgets, his television set, his infrared, his radar, and 
his cameras and his eyes, he looks for this and if he finds it he strikes 
it right then and there, without wasting a minute. Or they tell him 
at such-and-such a time this was observed at this point. He goes to 
that point and finds it is not there, but he finds it 5 or 10 miles down 
the road. You send a missile and it fires right at the c Serene. I do 
not. see how you meet that function until you build in something 
which includes the discretion and judgment in the sales t. By that 
time there will be no use for us. 

Mr. Contr. That would justify our maintaining our airbases in 
Spain. 

General Norstap. Yes. For a considerable period of time there is 
great use for aircraft as bombers, for instance, as carriers of missiles. 
They carry them to a certain point and then you have the missiles 
going in with great accuracy. They become air-carrier missiles at 
that point. 
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There is still a part of the air defense function which requires the 
range i and the discretion of the aircraft. Air defense is one which will 
be tuken over to the greatest extent by missiles at the earliest date, but 
still at the present time you have the requirement for manned aircraft 
to supplement it. This will happen very soon, however. The air 
lefense will be taken over largely by the missile. 


IMPORTANCE OF ECONOMIC ASSISTANCE 


Mr. Contre. General, Eugene Black, head of the World Bank, said 
last week in London that economic aid is ineffectual in a cold war. Do 
you feel, if this is so, we should increase our economic assistance / 

General Norsrap. I did not see that. I cannot imagine Mr. Black 
saying that. 

Mr. Contr. I, too, was surprised. 

General Norsrap. That report must have been taken out of context, 
Mr. Conte. 

Mr. Contr. You feel that economic aid is essential 7 

General Norsrap. I do feel that economic aid can be extremely 
useful under cold war conditions. I inelude in that assistance to 
underdeveloped countries in the whole field of economic aid. It is a 
very HMportant function which must be considered. 


FRENCH NUCLEAR EXPERIMENTS IN THE SAHARA 


Mr. Conrr. One other question, General. Do you feel that France 
embarrassed NATO and the United States particularly by her nuclear 
experiments in the Sahara recently / 

General Norstap. France long ago announced its intention of doing 
this. It was the right of a sovereign state to take that action if it 
wished to take it. The effect, if any, was on France rather than on 
NATO or the United States or any of France's allies. 

I do not want to suggest that the effect was very great or important 
or unfortunate or bad in any respect. Regardless of what effect there 
was, | would not think that it constituted embarrassment to NATO or 
tothe United States. ido not say whether it should be done or should 
not be done. 

Mr. Cone. Thank you. 


DISCREPANCY IN GNP FIGURES IN CHARTS AND PRESENTATION BOOKS 


Mr. Passman. We should like to have the charts and the justifica- 
tion pages reconciled, one with the other. I am looking at the mili- 
tary assistance NATO defense expenditures of $5.6 billion here in 
59, and on vour chart there, $6.4 billion. There is a similar dis- 
crepancy for fiscal 1957 and 1958. 

If those charts are to be inserted in the record, we would lke to 
know whether we are going to use the figure here, 86.4 billion, or 
Whether we shall use the one in the justifications, $5.6 billion. 

General Norsrap. We will provide that for the record. 

Colonel Simpson. You notice your book chart says “NATO defense 
expenditures,” and this is the entire defense expenditures of NATO 
countries. 
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Mr. Passman. What do you mean, “entire?” 
Colonel Srreson. For NATO and non-NATO expenditures. 


General Norsrap. For instance, the United Kingdom, which 
last 


Mr. Passman. You do not have a comparable sheet in the justifica- 


tions. I think you should indicate that when you place the infor. 
mation in the record. 


(The following was submitted for the record:) 


The difference between the share of GNP devoted to defense by the European 
NATO countries as shown on General Norstad’s charts and as shown in the 
mutual security program congressional presentation books is due to the use of 
GNP at factor cost by General Norstad, rather than GNP at market value as 
given in the mutual security program congressional presentation. Practically 
all U.S. data on GNP are given in terms of GNP at market price. This is true 
of the official figures published by the Department of Commerce and also by 
other U.S. agencies, such as the Council of Economie Advisers. This is also the 
only basis available for most non-European countries. For these reasons GNP 
at market value has customarily been used in the mutual security program 
congressional presentation. 





RECOVERY OF GERMANY 


Mr. Passman. Germany was right down on her back and she has 
come back rapidly. My hat is off to them. 

What do they possess that other European countries do not possess! 
Is it determination and pride in being able to finance her military and 
other programs that brought Germany up so rapidly to the point that 
it is now self-supporting, militarily and otherwise ? 

General Norstap. The recovery of Germany has been quite mirac- 
ulous. There are many factors. I suppose economists can give you 
a full answer to that. TamsureI cannot. 

I am impressed, however, with the fact that Germany reacted very 
strongly to the release from the bonds of occupation, has put out the 
most extraordinary effort in order to rehabilitate themselves, and a 
great part of their success can be credited to determination and just 
plain hard work and willingness to sacrifice. 

Mr. Passman. Could it be because they knew they had to assume 
the ete of working out their problems? 

General Norsrap. No, sir; I do not think so. That is not a factor 
at all because we did give very substantial assistance to Germany to 
start this. Without that assistance I could not think their recovery 
would have been that remarkable. 

It is true they have put out most extraordinary efforts and we should 
give them credit for it. 

Mr. a IT do want to. The other people have had the same 
opportunity, but Germany now is on her own, and even has begun to 
assist us a little bit with our load. 

We wonder why some of the others are dragging their feet, but that 
isa long story. 

General, it is always a pleasure to have you before this committee. 

We should like to have you leave under this impression—there is not 
a member of this committee who would ever meat ax this program. ‘Ve 
have gone into it in the past and we expect to go into it this year. 

We read an article the other day, which may or may not have been 
true, but it gives us food for thought. It attributed statements to of- 
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ficials in the State Department and was published in the Wall Street 
Journal to the effect that you were requesting an amount in excess of 
your need so when it was pared down you still would have a sufficient 
amount for the program. 

That in itself prompts us to be rather searching. 

We are considering a worldwide program and we will try to be 
just as fair as possible. When Congress has worked its will I hope you 
will have sufficient money to carry out your commitments. I cannot 
imagine the Congress approving a figure anywhere near what has been 
requested, but you can rest assured that this committee will lean over 
backward to take no more than just the fat out of the program. 

We hope you have a very pleasant flight back. Iam sorry we have 
kept you so long. 

General Norsrap. Thank you, Mr. Chairman, very.much. As I said 
before it has been a great pleasure to be here. 

I hope I have presented to you certain facts which would help you 
in your deliberations. 

Mr. Passman. You have, sir. 

General Norstap. Which would make it easier for you to see spe- 
cifically the use that we are putting this money to and why we are 
asking for it. 

Tregret that life is such that certain things must be left to judgment. 
In this field I have been compelled to give to you judgment based upon 
my experience in that field, and 1 know from past experience with the 
committee you will also weigh that very carefully. 

i would hope we may continue the close association with you and 
members of your committee. 

I invite you to visit SHAPE because I think it is quite useful for 
a committee to get out of Washington and to see the field and get 
something of the atmosphere of the “field because it would he ‘Ip you in 
your deliberations. 

This is something you yourself obviously recognize because you 
have done this type of travel yourself. 

Thank you very much for the courtesy you and the committee have 
shown us. 

Mr. Passman. We have always enjoyed visiting SHAPE. You 
have shown us every courtesy and given us information which has 
been very helpful. 

I know I speak for every member of the committee, we have very 
high regard for you and your judgment. 

General Norstap. Thank you very much, sir. 

Mr. Passman. We hope that when the gavel falls and we go home 
you will have suflicient money to continue the program. You must 
keep j in mind that our economy can stand just so much. 

If we should get a downturn we can get into serious trouble. Some 
of us are thinking about that. 

We shall be over to talk to you again, and we hope that when you 
come back to Washington again you will come to see us. 

General Norsrap. ‘Thank you very much, sir. 

Mr. Passman. The committee will stand in recess until Tuesday 
morning at 10 o’clock. 
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Marcu 22, 1960, 
NORTHL ATLANTIC TREATY ORGANIZATION SCLENCE 
PROGRAM 
WITNESS 


SCOTT GEORGE, INTERNATIONAL RELATIONS OFFICER, OFFICE OF 
EUROPEAN REGIONAL AFFAIRS, DEPARTMENT OF STATE 


JOHN E. MURPHY, INSPECTOR GENERAL AND COMPTROLLER, 
MUTUAL SECURITY 


Mr. Passman. The committee will come to order. 

Gentleman, we are pleased to have you before the committee. 

[If you find some of our questions a bit searching it is all in the 
interest of the American taxpayer a the security of this country 
as it applies to our economy. There is never anything personal 
about the questions, though it may appear to be so at times. 


QUESTIONS NEVER ANSWERED 


In the course of our hearings, year after year, numerous ques- 
tions are asked for which the answers are not immediately available 
from the witnesses, who frequently indicate that they will ‘supply the 
answers later, either verbally or by placing the information in the 
record. In many instances, however, the questions are never an- 
swered. For example, let me refer you to four or five instances from 
the hearings for the fiscal year 1960: 

1. At pages 638 and 639 of the hearings, the question was asked if 
half a million dollars was wasted for a sawmill inadequate for Iran’s 
trees. It was indicated that the answer would be given during the 
discussion of the defense support category of the program: but, if 
the answer was given, | have overlooked it in the course of consider- 
able careful study of the record. Was the answer ever given: and if 
so, will you kindly direct my attention to it? If the answer is not 
given, will you give it at this time / 

2. Questions also were asked, and I refer you to the same pages 

of the record of the hearings, about irrigation pumps and the ship- 
ment of bus parts to Pakistan. Can you tell us whether these ques- 
tions were ever answered at all; and if not, can you give us the an- 
swers at this time? 
3. On several occasions during the hearings last year there were 
discussions regarding reduction of taxes and the use of U.S, aid 
money for public debt reduction in some of the aid-ree ipient coun- 
tries. I re fer you to pages 641, 642, and 645 of the hearings for some 
of this comment. And I ask, is there later material in the record 
which would clarify these discussions or give definite information 
relative to this subject matter / 

t. As you doubtless recall, it was indicated that hundreds of tech- 
nical cooperation projects had been discontinued. A list was inserted 
in the record beginning on page 1727. This list indicates that about 
65 projects were abandoned before completion, so it is assumed that 
some 500 or 600 other projects were carried through to completion, 
and then abandoned. Is that a correct assumption’ Also, what 
amount was spent on the projects abandoned before completion, and 
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what amount was spent on those projects which were discontinued 
after completion / 

>. We are still waiting for the worksheet dealing with projects 
spproved, in compliance “with section 103. Do you have the work- 
— available at this time / 

What is the amount of the balance available in the Develop- 

ment Assistance Fund ¢ 

Now, the American people are demanding to know why the ques- 
tions are not answered. The newspapers are wanting to know why 
the answers are not placed in the record. So, your cooperation will 
be greatly appreciated; if you will give us the answers you will be of 
help to the committee in marking up the bill this year. 


REPORT OF ACTION BY INSPECTOR GENERAL 


[ noticed a very interesting article in the Washington Daily News 
of Monday, March 21, 1960, referring to our distinguished witness 
this morning, the Inspector General. It is captioned, * ‘Inspector’ is 
named to clean up aid waste.” We wonder when he could schedule 
ameeting before this committee so he may testify on what he has found 
and what he has cleaned up. I think that would be very helpful to 
the committee, so if the gentleman will fix a date as to when he can 
fill the committee in on the waste he has found, and what is being done 
to i ite the waste—giving the projects and where they are lo- 
cated—I am sure the committee will be most grateful. Please let 
us before the day is over when you would like to testify on 
these matters. Perhaps the Inspector General would like to get his 
report as to what he has found and what is being done about it in the 
record before we get too far into some of these categories. So you 
fix a date and we shall be glad to hear you, Mr. Inspector General. 

This morning we shall hear the witnesses for the NATO science 
program. The main witness will be Mr. Scott George, international 
relations officer, Office of European and Regional Affairs, Depart- 
ment of State, accompanied by other witnesses. 


INCREASE REQUESTED FOR NATO SCIENCE PROGRAM 


We observe that this activity is running true to form. Every pro- 
gram started, instead of going down, or leveling off, or remaining 
even, is increasing. The estimate for the fiscal year 1961 is $1.8 mil- 
lion. The 1960 program was $1.2 million; so the request is for an 
increase of $600,000. It is an increase over fiscal year 1959 of $1.5 
million. The program started with Re, then it jumped to S1.2 
million. And now it is really taking hold, because it has jumped to 
$1.8 million. We shall insert in the record at this point page 11 of 
the justifications. 

(The page referred to follows :) 


NATO ScIENCE PROGRAM—EUROPI 
NATO SCIENCE 


A grant of $1.8 million is proposed to permit continuation and expansion of 
the NATO science program, now entering its third year. 

The fellowship project, which aims at stimulating the exchange of postgrad- 
uate and postdoctoral students of pure and applied science between NATO 
tember countries, is the first specific project to have been launched under the 
NATO program. During the first 2 years the United States contributed 50 
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percent of the total of $1 million and $1,750,000, respectively. It is hoped tp 
expand the total to $3 million this year, but the other NATO members haye 
been informed that the United States considers a reduction in its percentage 
share to be warranted. The exact percentage share and amount are still sub. 
ject to negotiation, but it is felt that as a first step a reduction to 45 percent 
would be in order. <A U.S. contribution of the magnitude of $1,350,000 is there 
fore envisaged. 

The advanced institutes project, which arranges and finances special short: 
term meetings of scientists to study problems of particular concern to the 
alliance, has been quite successful and it is hoped to expand it to a level of 
$300,000 in fiscal year 1961. The same considerations with respect to US, 
financing apply as in the case of the fellowships project, and a U.S. contribn- 
tion of $135,000 is proposed. 

Agreement has recently been reached on the financing and operation of a 
NATO Research Grants Fund, totaling initially $1 million. This project is 
aimed at identifying and assisting proposals best suited to a cooperative re 


Search approach. Funds are to be awarded in such manner as to lead to an} 
Overall Strengthening of research capability throughout NATO, but primarily | 


in the European members of the alliance. Special emphasis is to be laid on 
proposals of benefit to the lesser-developed member countries. In view of the 


emphasis in this project as indicated, it was felt that a U.S. contribution in | 


accordance with the regular NATO cost-sharing formula would be appropriate 
and the United States is therefore contributing $242,000 to the initial tota 
amount. It is hoped that this fund will continue in operation at the same level 
for a second year, and a further U.S. contribution of $242,000 is therefore 
envisaged. 

Specific and priced projects in other fields of scientific cooperation have not 
yet been put before the science committee of NATO, but it is expected that 
studies now under way in such fields as oceanography and meteorology will 
result in proposals, possibly for preparatory studies leading to larger projects 
afterward. <A report to be made in early 1960 by a high-level group set up t 
study means of making Western science more effective may also result in spe 
cific proposals to the committee. In order to permit the United States to par 
ticipate constructively in these expected proposals, an amount of $73,000 is sug: 
gested as a U.S. contribution. The exact cost-sharing formula would have t 


be worked out depending on the nature of the proposal, but a one-third level of | 


U.S. contribution is assumed for the purposes of this presentation. 


Program summary 


[In thousands] 


Fiscal vear 1959 a a a cS ea I a a a ea eiescee ae 
Estimate, fiscal year 1960__- See at Be he ere een aris ey, -« ae 
Proposed, fiscal year 1961_______- — : pac me ee eas ciated _. 1, 0 


The proposals for the total NATO science program and the U.S. share in fiscal 
vear 1961 are as follows (in U.S. dollars): 
es ) —— 
| Total cost | U.S. share 
| 





NN eee ee eee eee ee ee $3, 000, 000 $1, 350, 
a a 5 a ie pe ainee auibaaemee banana | 300, 000 135, 
Research fund___.....-_- ae ES 1, 000, 000 242, 00 
SPREE RUINS 1 otic ccarcinueneneincnene siekew Sebderstheiinaeukcoabitain | 219, 000 73, 

Neen ee ee i eek kawSkecnwens 1 4, 519, 000 2 1, 800, 00 











1100 percent. 
2 40 percent. 


Economic assistance, fiscal year 


{In thousands] 











Obligations | Expenditures | Unliquidated 
eR Bal | ne cise 
I CII OURO alias cheno $500 $500 xxx 
I OI I Oa as eucidiamenmisnanie 500 See lon nenenee 
SE nL WONT BED. woo abancanenenneoosamence 1, 200 1, 200 XxX 
NE NS | Rae eR ee erent eer eee 1, 700 1900: las nscs cent 


RUNNIN NOE NOT OI no cicmiacrenninw in Oninigieniieciominenktaebenes 1,800 1, 800 XXX 
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Mr. Passman. Do you have a statement to make to the committee 
at this time, Mr. George ? 


GENERAL STATEMENT 


Mr. Grorce. If I may, I will just read this. 

Mr. Chairman, gentlemen, the NATO science program was estab- 
lished as a result of decisions taken at the NATO heads of government 
meeting in December 1957. Its purpose is to increase scientific co- 
operation in the alliance, both military and nonmilitary. The United 
States was instrumental in beginning the program and has supported 
it strongly from its inception. An eminent American scientist, Dr. 
I. 1. Rabi, Nobel laureate physicist of Columbia University, has served 
as U.S. representative on the science committee of NATO, and the 
United States has also filled the post of science adviser to the NATO 
Secretary General. The incumbent is Dr. Frederick Seitz of the 
University of Illinois. 

The program operates in various ways to attain the overall goals, 
but this statement will address itself to specific projects to be financed 
by contributions from all NATO member countries and administered 
through the office of the science adviser to NATO. 

Funds sought in fiscal year 1961 for a U.S. contribution to these 
projects total $1,800,000. The detailed breakdown of our proposals 
is as follows: 

1. $1,350,000 as a U.S. contribution to the NATO science fellowship 
project. This project, now in its second year, enables individual sci- 
entists from the United States and other NATO countries to receive 
up to a year of additional specialized training under NATO auspices. 
The project has been highly successful to date, and it is hoped that it 
can be further expanded. 

2. $135,000 as a U.S. contribution to the NATO advanced institutes 
project. This project, also in its second year, enables the holding in 
various NATO countries of short-term special seminar-institutes, 
called to study problems of special concern to the alliance. Six such 
institutes were held last summer, 15 are scheduled this summer and 
fall, and it is hoped for a further expansion next year. 

3. $240,000 as a U.S. contribution to the NATO Research Grants 
Fund. This fund, just getting into operation, enables the carrying 
out of research projects particularly suited to international collabora- 
tion. It is expected that the total amount presently available in the 
fund will be drawn down for approved projects within the next few 
months and that further funds will be needed. 

4. $75,000 as a U.S. contribution to projects under preliminary 
consideration in the field of oceanography, meteorology, and other 
fields of concern to the NATO science committee. 


HISTORY OF FINANCING 


Mr. Passman. Thank you very much. 

I note that you are requesting for the first time this year a specific 
appropriation and language for this program. 

Mr. George. Yes. 

Mr. Passman. What is the authorization for this program, and 
how has it been financed in the past ? 
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Mr. Grorce. In its first year, Mr. Chairman, the $500,000 that you 
mentioned earlier was drawn from the contingency fund. This was 
done because the program was launched in midfiseal vear, early 1958, 
We hoped to get it going before we would have time to present any 
estimates to the Congress. We drew the $500,000 from the contin- 
gency fund. 

The second year, which would be fiscal year 1960, we asked for $1.2 
million, under special assistance, as part of a European multilateral 
program request of $3.5 million, some of which went to the OEEC 

Mr. Passman. What is that? 

Mr. Grorcr. The Organization for European Economic Coopera- 
tion. We asked for money for a science program which that organi- 
zation carries out, and the $1.2 million for NATO science was part 
of the total request. That brings us up to the present request. 

Mr. Passman. This is not in the way of criticism, but how do you 
come up with so many changes in a new program like this, to a point 
that you triple your request in 3 years’ time / 

Mr. Grorce. Well, sir, I cannot speak for the whole range of pro- 
grams. I can say on this one that the impetus for it was very largely 
the fact that the first sputnik was sent up in October of 1957. We had 
been thinking about the necessity and the importance of some greater 
degree of scientific cooperation in NATO, but this galvanized the 
whole thing. 

It is my belief, and I believe also of those who have worked on 
this program, that it is much more important now than it ever has 
been in the past: that the scientific resources which the alliance gen- 
erally has—meaning the resources of the member countries—must. be 
utilized better than they are because they can certinly stand it. We 
hope this program will do something to help this. That is the reason 
for it. That is why it has grown, and I would hope, considering the 
need, it will keep on growing. 

Mr. PassmMan. It creates some pretty good jobs? 

Mr. GeorGce. I would not put it on that basis. 

Mr. Passman. You would not, but you will agree it does create some 
pretty good jobs? 

Mr. Grorce. Well, it has not created any new jobs. 

Mr. Passman. Not new, but good jobs? 

Mr. Grorcre. Not any jobs to my knowledge. 


NUMBER OF INTERNATIONAL SCIENCE PROGRAMS UNITED STATES PARTICL 
PATING IN 


Mr. Passmax. How many international science programs are we i 
at the present time / 

Mr. Grorce. Sir, we take part in this one. We have been taking 
part in a similar program which the Orennization for European 
Economie ¢ ‘ooperat ion carries out. 

Mr. Passman. What organization ? 

Mr. Greorce. The OEEC. 

Mr. Passman. You said “a similar program.” What would be the 
difference, if anv ? 

Mr. Groree. The difference is that the program the OEEC has been 
carrying out is aimed at the conditions in the primary and secondary 
schools which produce scientists. They feel there are not enough 
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scientists and technicians in the Western World now, and those that 
there are are not good enough, so they are trying on a long-range 
basis. to work on the school systems of the member countries at the 
lower levels, primary and secondary, to insure better teaching of 
science and better teaching of mathematics in order to end up with 
an improved product at the other end. 

Mr. Passman. In the aggregate, would you agree that by having it 
in two programs the ove ‘rall cost would be more than by having it 
in one 4 

Mr. Grorce. No, sir: I think not, because the two organizations 
are doing different things. 

Mr. Passman. They are not similar, are they / 

Mr. Grorce. They are similar in that they are both aimed at in- 
creasing the scie ntifie resources of the Atlantic community, 


BENEFITS FROM PROGRAM 


Mr. Passman. How does this really help the mutual security pro- 
cram’ This committee handles the funds for the mutual security 
program. 

Mr. Grorcre. That is a big question. I will give you my idea. 
The mutual security program functions better when everybody is 
better able to advance his own security under mutual security. 

Mr. Passman. There are 43,000 employees in there, and if they all 
become ambitious and start working on kindred programs the first 
thing = know there will be 200,000 employees. 

Mr. Grorce. I am speaking of the countries. I can only address 
myself to NATO now. There are 15 NATO members, and to the 
extent their own scientists, and this includes ours, and scientific re- 
sources are first of all made better in each country, and secondly, 
pulling together in an alliance, by that same token the alliance works 
better for mutual security. 

Mr. Passman. How many nations are involved in this 4 

Mr. Grorce. Fifteen. 

Mr. Passman. Will this be another link in that chain which would 
bring about a one-world government? Much of what we see is aimed 
in that direction. Those things worry me a great deal, that they 
might lead us into entanglements we may never get out of. 

Mr. Grorce. Again, | am only concerned with NATO. I can say 
that one of the most important things built into the NATO tre aty, 
and one of the conditions which was necessary before this treaty 
could be ratified, was that NATO has no supra-national power what- 
soever. The people who sit in any NATO group, whether in Paris 
or anywhere, are all representing their own sovereign countries. 

Mr. Passman. You have one unified military command ; do you 
not ? , 

Mr. Grorce. That is right, but decisions as to what that military 
command will do are made by the NATO Council. No Council de- 
cisions are taken unless and until we agree with them fully. 

Mr. Anprews. I notice here that you say 15 countries are involved 
in this program. 

Mr. Grorer. Yes. 
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U.S. CONTRIBUTION 


Mr. Anprews. The U.S. contribution is 40 percent of the total 
amount ? 

Mr. Grorce. Yes; that is correct. 

Mr. Anprews. Who decided it would be 40 percent, and why? 

Mr. Grorce. It has not been decided as yet. It will have to be 
actually negotiated project by project. 

If I may explain and go into the background of this, I would be 
very happy. 

Mr. Passman. I think the next question will clear that up. 


PURPOSE OF PROGRAM 


What is the purpose of this program ? 

Mr. Grorce. The purpose of the NATO science program ? 

Mr. Passman. Yes. 

Mr. Grorce. I would say two things. It is to do whatever seems 
possible to be done through an international program, first, to in- 
crease and improve the sc ientific resources of the member countries; 
secondly, to insure that those scientific resources are more use fully 
employed for the alliance as a whole. In other words, that they col- 
laborate, pull together ; that we do not have scientists of member coun- 
tries trying to get the same answers to the same questions quite inde- 
pendent of each other, and that we exchange such information as is 
appropriate to be exchanged under our own laws. 

Mr. Passman. The NATO program was originally set up as a 
military alliance. 

Mr. Grorcr. The NATO alliance is a military alliance, but not only 
a military alliance. This is one of its basic purposes. 


ACCOMPLISHMENTS OF PROGRAM 


Mr. Passman. Can you point to any particular accomplishment 
thus far with the $1.7 million? What can you put your finger on 
that we can tell the American taxpayer—that is what the program has 
accomplished to date? 

Mr. Grorce. Aside from the fact we now have the fellowship ex- 
change program in the second year, we can point to the fact we have 
scientists from all the NATO countries taking advanced training in 
other NATO countries. For instance, this year 20 Americans are 
studying abroad. Whether this is the kind of specific accomplish- 
ment you have in mind, I do not know, but that is a specific thing the 
program has done. 

Mr. Passman. People are actually studying? 

Mr. Grorce. Twenty Americans, and commensurate numbers of 
other citizens of other countries are studying here, or elsewhere. 





RELATIONSHIP OF PROGRAM TO NATIONAL SCIENCE FOUNDATION 


Mr. Passman. Does the National Science Foundation not serve 
similar purpose? Just why is it necessary to bring in a re rogram 
under NATO that looks as if it is going to grow by leaps and sounds? 


Like most of the other programs, they start small and start doubling 
and tripling, as this has done in a period of 3 years? 
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Mr. Grorcr. I do not know, sir, the full answer to the question of 
how this relates to the National Science Foundation, but the National 
Science Foundation certainly has some sort of fellowship programs 
that sends Americans abroad. The NATO science program is 0 
course not intended to be one solely for the benefit of ourselves. It 
isa mutual security program. It benefits the members of the alliance. 

Mr. Passman. Do you not think it would be up to you to find out 
whether or not there is any overlapping in this 4 

Mr. Grorcr. Certainly we do not want to see any overlapping, Mr. 
Chairman. ; 

Mr. Passman. Have you checked up? You indicated in your last 
answer you had not, but that you checked it thoroughly before this 
program was initiated. 

Mr. Grorce. This program was discussed with the National Science 
Foundation which administers both programs. 

Mr. PassmAn. May we have a summary of that discussion. Do 
you not think it would be helpful to this committee in trying to decide 
the amount of money for this activity? This is a small amount, but 
these things grow, and get us into entanglements which may lead us 
into the wild blue yonder. That is what worries the committee. You 
get these things started, and they are never curtailed. 

(The following was subsequently furnished for the record :) 

The Department of State and the National Science Foundation (NSF) have 
engaged in numerous discussions over the past year concerning the responsi- 
bility of the NSF for administering the U.S. portion of the NATO Science Fel- 
lowships project. In administering the NATO Science Fellowships, the NSF 
sets certain differences in selection criteria from other fellowship programs 
administered by the NSF and assures itself that the NATO science fellows will, 
as a result of their study or research, make an added contribution to the body 
of scientific knowledge available to the United States. There is thus little 
likelihood that the NATO science fellowship project will fail to have its maxi- 
mum effect due to overlapping with other fellowship programs. 

Of about 4,000 other fellowships awarded by NSF in 1959, only 219 were for 
study abroad. Of these, a very much smaller number were at the post doctoral 
level of the NATO science fellowships, and study abroad was only incidental 
rather than a major feature as in NATO science. One of the principal objectives 
of NATO in initiating the NATO science program was that of establishing a 
greater degree of cross connection among scientists and science and of improving 
the level of scientific resources in the NATO community; since the present fel- 
lowship programs of NSF were all established to provide additional training 
opportunities for American scientists and graduate students, it is clear that the 
NATO science program complements and does not duplicate the NSF efforts. 


ADMINISTRATION OF PROGRAM 


Mr. Rnopes. Did I understand you to say the National Science 
Foundation administers this program ? 

Mr. Grorcr. The National Science Foundation administers the 
selection of the U.S. recipients under the program. They do not 
administer the whole program. 

Mr. Ruopes. Do they have any function as far as monitoring the 
subjects which are encouraged by this fund? 

Mr. Grorcr. Yes, they do. They send out an announcement for 
competition for the fellowships, and in this announcement it is stipu- 
lated which fields of science are to be included. Generally it is all 
the natural sciences. They are spelled out in more detail. Their 
current notices are easily available. 
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Mr. Ropers. What sort of an administrative group will you have 
to run this program ¢ 

Mr. Grorcr. The National Science Foundation is using the same, 
or similar, panels of scientists to make the selection of the applica- 
tions received that they do for other fellowship programs they 
administer. ’ 

Mr. Riopes. What about the entire NATO program ¢ 

Mr. Grorcre. Each country is administering its portion of the 
fellowship program in its own way. They are roughly similar to 
ours. 

Mr. Ruopes. Is that just a bare fund which is put up by the mem- 
ber nations which fund only pays bills as the bills are presented 
from the member nations? 

Mr. Grorce. It is not quite that, sir. The central function is both 
that of assembling and disbursing funds, passing on the general 
criteria the member countries are to use, getting reports from the 
individual member countries. The NATO Science Committee does 
review this whole thing periodically. It is only in its first year of 


having actual fellows studying abroad. The second year applicants | 


are being considered now. 
PERCENTAGE OF CONTRIBUTION AND PARTICIPATION IN PROGRAM 


Mr. Ruoprs. Do the United States and other member nations 
participate in accordance with the proportion of funds each country 
furnishes ¢ 

Mr. Grorcr. The participation in this project has been carried on 
in the following way: the contribution to the fund has been for the 
first 2 years on a basis of U.S. contributions of 50 percent matched 
by 50 percent of the other members together. The utilization that 
the countries have made of this fund has been on the basis of 
population, except that the United States and the United Kingdom 
can take only 15 percent rather than a proportion based on their 
own populations. This was decided because it seemed to the people 
planning the program that it was best, and fairest, for those coun- 
tries with greater resources, and also greater numbers of people, 
to benefit. less from the program than the less fully developed 
countries, 

Mr. Ruopes. What percentage of the funds does the United 
a eon pay in? 

Mr. Greorce. The United Kingdom pays in in accordance with its 
regular NATO cost sharing formula which I believe is about 12 per- 
cent, but I will have to verify that. 

Mr. Ruopres. They put in 12 percent and take out 15 percent. So 
is this a bad deal for them ? 

Mr. Passman. There are 15 countries in the NATO science pro 
gram ¢ 

Mr. Grorce. Yes. 

Mr. Passman. Would you state for the record at this point the per- 
centage of the total paid by the other 14 nations? 

Mr. Georcr. The other 14 nations together pay 50 percent of the 
total, 

Mr. Passman. We would like to have a breakdown. 
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Mr. Grorcre. We have been contributing 50 percent. We plan to 
reduce the percentage. 


CONTRIBUTIONS BY NATIONS AND PERCENT 


Mr. PassmMan. Do you have with you a list of the nations and what 
percentage they have contributed 7 

Mr. Grorce. I do not have that with me; no, sir. 

Mr. Passman. How can this committee consider this item if we do 
not know what the other countries are contributing to the program ¢ 
These are European countries; are they not ? 

Mr. Grorce. Yes they are, Greece and Turkey in addition to West 
European countries. 

Mr. Passman. This committee has a tremendous responsibility be- 
sause we have watched this mutual security program grow and branch 
out into all fields: and I think the committee, the Congress and the 
Department to a very large extent, because there are so many compli- 
cated parts to this, are losing control. Even the full time, alert wit- 
nesses and personnel can hardly give us sufficient answers to mark up 
this bill. 

Now, how long would it take, and where would you have to go to 
be able to give us the information that we really are going to need ? 
Here we are, one country, with a public debt of $290 billion and facing 
deficits every year. Why do we get drawn into a program such as 
this for 50 percent of the total, when all of the European countries, 
14 of them, are putting up the other? Many of those countries on a 
per capita basis, have a lower public debt than we do; and they are 
gaining by leaps and bounds in their exports. It is hard for us to 
understand why we always have to go in with the biggest share of it. 

Mr. Grorce. The information as to the percent and the amounts 
paid by others, I could get from my office and have it for you this 
afternoon. I donot have it with me. 

(The information is as follows:) 


Contributions to NATO science program, fiscal year 1959 


$1,000,000 


$1,000,000 

Country fellowships Percent Country fellowships Percent 
project project 
Belgiun $19, 000 1.9 Netherlands. $19, 000 1.9 
Canada 38, 000 } 3.8 Norway --. 7, 300 0.73 
Denmark ; 11,000 A. Portugal ms 4, 300 .43 
France 114, 000 11.4 Turkey - 10, 900 1.09 
Germany -...-- : 105, 000 10.5 United Kingdom ‘ 129, 000 12.9 
Greece : 2, 600 . 26 United States et { 500, 000 50.0 
MM SS 2 Go cccue > 300 03 — - 
Italy er es = 39, 000 3.9 a ORGb Sse acc r 100. 0 
Luxembourg. .--___- 600 . 06 


FT 
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Contributions to NATO science program, 


Country 


Belgium 
Canada 
Denmark 
France 
Germany 
Crreece 
Iceland 
Italy 

Luxem irg 
Netherland 
Norway 
Portugal 
‘Turkey 
United Kingdom 


Subtotal 


United States 


Total 
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1.9 million 
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$35, S50 
72. 690 
20, 670 
214, 300 
201, 700 
41, S80 
630 

74, 690 
1, 100 
35, 700 
14, 400 
Ss, 130 
20, 670 
244, 300 


950. 000 


fiscal year 


$28, 600 
58, 000 
16, 500 
171, 000 
161, 000 
3, WOO 
AM) 

59, 600 
YOU 

28, 500 
L1, SOK 
6, 500 
16, 500 
195, 000 


242, 000 


we find we are putting up 33 percent, or 40 percent, « 


more; and we are being outsmarted at the ccaetiaiod table. 


does not add up. 
Mr. Taper. 
year ¢ 
Mr. Passman. It is 
starts small and grows. 
Then the committee, 
gave all of it: 


They 


them the $1 
save hundreds of millions. 


like all the other 


and they have jumped it up to $1.8 million. 


its wisdom. 


will cut this back to the original $ 


they do a better job of justifying that much. 


programs, 
had $500,000 to start this program. 
with its system of granting these small items, 
and they were so encour: aged by getting all they 
for that they went up to $1.2 million, and the committee again gave | 
2 million, hoping to make a compromise elsewhere and | 
They became enthusiasts for the program | 
I hope the committee, in | 
but not until | 


Mr. Taper. 
Mr. Passman. I want to know a lot of things. 
Mr. 


this year has actually been spent ? 
Mr. Passman. Mr. 
The next question leads into that. 


Mr. 


D00.000, 


1960 


130, 690 
37,170 
385, 300 
362, 700 
8, 780 

l 130 
134, 290 

9° 000) 
64, 200 
25, 900 
14, 630 
37, 170 
439, 300 


1, 707, 710 
1, 192, 000 


2,899, 710 


100 


Every year in all of the programs, not only this one, 


r dO percent or 
It just 


I want to know one or two other things about it. 


Taber. 


Why are they asking for more money than they had last 


It 


asked 


Taber, I have that question following here. 


NUMBER OF EMPLOYEES AND TIME DEVOTED TO ADMINISTRATION 
OF PROGRAM 


How many paid employees do you have in the program ? 


Mr. 


(GEORGE. 


science adviser and three assistants. 


staff of NATO. 


work on this program there has been nobody added since the program | 
began. 
Mr. Passman. How much time do these people give to it ? 


They 


There is one | 
are on the international | 
As to the other people purely on the U.S. side who 


Taper. How much of the $1.2 million that was appropriated for 
ppro} 


There is only the NATO international staff adminis: 
tering the program in the Office of the Science Adviser. 
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You would not expect to take $1.8 million in a complicated program 
like this and expect one man to do all the work. 

How much time is involved on the part of the employees administer- 
ing this program? For instance, you are full time, are you not? 

Mr. Grorce. Yes, I am, sir, but not on this program. 

Mr. Passman. What? 

Mr. Grorce. No, sir; I do not work full time on this program. 

Mr. Passman. Mr. Taber, the next question is this: 

Can you tell us how much time is put in on this program part time 
by other employees of other organizations ¢ 

Mr. Gronrce. Sir, this is a very simple program so far as admuinis- 
tration is concerned and it does not call for any great degree of 
administration. 

Mr. Passman. That is what we wanted to know.” If it is so simple, 
what We want to know is how many hours are actually put in by 
other paid employees of other departments, whether it be the State 
Department or the ICA, so we shall know the total amount of ap- 
propriated funds to support this program, administrativewise, in 
personnel, 

(The following information was furnished for the record :) 

It is estimated that in Washington and abroad a total of 6,000 hours per 
year are devoted to the NATO science program by paid employees of the U.S. 
Government. Dr. Frederick Seitz, who is detailed to NATO as the Science 
Adviser to Secretary-General Spaak, is the only American who works full time 
on the program. Two employees at USRO, Paris, work part time on it, and in 
Washington seven employees in the executive branch (State, Defense, National 
Science Foundation, and Office of the President’s Science Adviser) are con- 
cerned with the program on a part-time basis. The responsibility for Wash- 
ington support of the program rests principally upon the two State employees, 
one from the Office of the Science Adviser, the other from the Office of European 
Regional Affairs. Decisions as to specific projects to be recommended to the 
North Atlantic Council are made by the NATO Science Committee, which meets 
periodically in Paris. The U.S. Representative on this Committee is Dr. I. I. 
Rabi of Columbia University. His status with respect to the U.S. Government 
is that of a consultant. 


DEPARTMENT OF DEFENSE INTEREST IN PROGRAM 


Mr. Grorce. Well, sir, the Department of Defense is interested in 
the program in its military aspects. 

Mr. Taper. In what way? That isa broad statement. 
_ Mr. Grorer. Yes, I realize that, Mr. Taber. Principally, they are 
terested in it from the point of view of exchange of information on 
military research and development. The scientific aspects of military 
research and development with the other NATO countries is what they 
are interested in. 

Mr. Passman. Do you not have a similar program in the Defense 
Department—many programs similar to this in the Defense Depart- 
ment working with the SHAPE? 

Mr. Grorcr. I do not know, sir; not to my knowledge. 

Mr. Passman. Would you find out for us? 

Mr. Grorcr. Yes, sir. 

Mr. Passman. I could not imagine this military budget of some 


oO . . - . . . . . 
se billion as an annual appropriation not having something possibly 
landling it. 
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(The following was subsequently furnished for the record.) 


The NATO science program has not, up to the present, been utilized as an 
instrument for carrying out of specific military research projects, and the ¢o- 
operative projects approved under the NATO science program have been of a 
basic science rather than of an applied nature. There is thus no duplication by 
the NATO science program of activities being carried out by the Department of 
Defense or the U.S. military services. 

Apart from the NATO science program, the Defense Department is very much 
interested in the military aspects of scientific cooperation in NATO, and has 
supplied a great deal of assistance to the NATO science adviser and the NATO 
science committee. Activities of direct interest to the Department of Defense 
sponsored by or reported to the NATO Science Committee would include periodic 
meetings of the defense research directors of NATO countries, a planned meeting 
of military psychologists, courses in operational research, seminars in propul- 
sion and materials research, and transmission to NATO allies of research in- 
formation. NATO military activities which involve scientific research and re- 
ceive U.S. support through the military assistance program include the Techni- 
cal center for Experimental Aerodynamics in Brussels, the SHAPE Air Defense | 
Training Center at the Hague, and the SACLANT Anti-Submarine Warfare Re- | 
search Center at La Spezia. 

These activities are not the responsibility of the NATO science program, but 
they generally serve the same goals, and the science program and the Office of | 
the Science Advisor have served as a valuable focal point for Department of 
Defense interest in military scientific cooperation in NATO. 


ALLOCATION OF FISCAL YEAR 1959 FUNDS 


Mr. Passman. Could you tell the committee for what you spent that 
$500,000 appropriated for fiscal 1959? 

Mr. Grorce. Yes, sir. That was the first contribution of 50 percent | 
to the science fellowship project that we have been talking about, 

Mr. Passman. But can you tell us who benefited by it; the fellows 
who participated in it were how many 4 

Mr. Grorce. No, sir, I cannot tell you that. 

(The following was subsequently furnished for the record :) 


A total amount of $1 million was allocated for awards to students of mem- | 


ber countries from contributions made in fiscal year 1959. Country distribution | 
was as follows: 

reereeninn oo _________ $26, 900 | Luxembourg Fe er tas $950 
PD a _....... 48,300] Netherlands__- . wun Gone 
Denmark. Pebcokok oe 13, 180 | Norway __ 10,000 
France__..... ‘ i _ 132, 400 | Portugal____- _ 26, 00 
Germany bit ica 150, 000 | Turkey- se _._ 14a 
Greece______- ; wun eee) ak e ; ____ 150, 000 | 
Iceland______--_- sade 480 | U.S___--- Saiketi: kinteswcacuceoc a’ A 
I hs Ah he 149, 800 : 


NATO Office of Science Adviser $10,000 (Retained to defray central adminis | 
trative expenses). : 

As indicated previously, this allocation was on a basis of population, except | 
that the United Kingdom and United States agreed to a percentage in their ow! | 
cases of only 15 percent. 

Only partial information is as yet available on actual grants made for study | 
in 1959-60 because the Science Committee has not reviewed the first year’s} 
operation. Information available is as follows: 

Belgium: 10 fellows, 4 of whom are studying biology, 3 engineering, 1 ead 
mathematics, astronomy, and physics. Five are studying in the United States 
1 in the United Kingdom, 2 in France, 1 in Italy, 1 in another country nb} 
named. Amounts of individual grants not known. 

Canada: 11 fellows, 5 in chemistry, 3 in physics, 1 each in mathematics) 
biology, and engineering. Five are studying in France, 6 in United Kingdom 
Ten fellows receive $3,500, the other $2,700, plus travel costs and family allow 


ances. 
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Denmark: 4 fellows, 3 in engineering, 1 in astronomy. One is studying in 
Germany, 3 in the United States. Grants range between $1,600 and $4,000. 

France: 18 fellows, 7 in physics, 5 in mathematics, 4 in chemistry, 1 each in 
geology and astronomy. Thirteen are studying in the United States, 1 in the 
United Kingdom, 1 in Germany, 3 in France. Amounts of individual grants not 
known. 

Germany: 12 fellows, 4 in chemistry, 3 in biology, 4 in engineering, 1 in 
physics. Six are studying in the United States, 3 in the United Kingdom, 1 
each in Belgium, the Netherlands, and Sweden. Size of grants not known. 

Italy: 389 fellows, 20 in biology, 3 each in geology and engineering, 7 in 
chemistry, 4 in physics, 2 in mathematics. Places of study and size of grants 
not known. 

Netherlands: 13 fellows, 2 in biology, 2 in mathematics, 4 in chemistry, 2 in 
physics, 1 each in food technology, pharmacy, and astronomy. Eight are study- 
ing in the United States, 2 in the United Kingdom, 1 each in Italy, Denmark, 
and Canada. Size of grants not known. 

Norway: 4 fellows, 2 in physics, 1 each in engineering and agriculture. Two 
are studying in the United States, 1 each in the United Kingdom and the 
Netherlands. 

United Kingdom: 40 fellows, 12 in biology, 10 in chemistry, 6 in physics, 5 
each in geology and engineering, 2 in mathematics. Sixteen are studying in the 
United States, 6 in the United Kingdom, 4 in Germany, 3 each in France and 
Canada, 2 in Switzerland, 1 each in Sweden, Norway, Italy, and Denmark, and 
2 in countries not named. The amounts vary between $1,200 and $2,100. 

United States: 20 fellows, 4 in chemistry, 3 each in agriculture, engineering, 
and physics, 2 in biology, 1 each in anthropology, astronomy, geology, mathe- 
matics, and medicine. Eleven are studying sn the United Kingdom, 5 in Ger- 
many, 1 each in Denmark, the Netherlands, Norway, and Sweden. Awards are 
for $4,500, plus travel costs, dependency, and othe ‘r allowances. 

Greece: 11 fellows, 3 in engineering, 3 in medical biology, 2 in bacteriology, 1 
each in chemistry, astronomy, and veterinary science. Four are studying in 
France, 4 in the United Kingdom, 2 in Italy, and 1 in the United States. Awards 
range from $1,680 to $3,240. 

Turkey: 21 fellows, 5 in chemistry, 7 in physics, 4 in electrical engineering, 
2 in metallurgy, 3 in biology. Ten are studying in the United States, 3 in Ger- 
many, 4 in the United Kingdom, 2 in France, 2 in Switzerland. Awards range 
from $1,500 to $3,000. 


DISPOSITION OF FISCAL YEAR 1960 FUNDS 


Mr. PassmaAn. Let us get into fiscal 1960, for which we gave you 
$1.2 million. 

Can you tell us how you disposed of the $1.2 million ? 

Mr. Groree. Yes, sir. 

Mr. Passman. Has all of it been obligated ? 

Mr. Grorer. It is in process, most of it, sir, of being transferred. 

Mr. PASsMAN. What do you mean “transferred” ? 

Mr. Grorce. Well, turned over to NATO for NATO’s use. 


JUSTIFICATION SUBMITTED PRIOR TO TRANSFER OF FUNDS TO NATO 


Mr. Passman. On what basis have you turned it over to them? Do 
you not ask them to make a justification ? 

Mr. Georce. It is being turned over to them for contribution to 
these same three projects which are described in this statement, Mr. 
Chairman. 

The first is an amount of $875,000 for the fellowship project. The 
second is the amount of $75,000 for the advanced institute project. 
The third is an amount of $242,000 for the research grants fund. 
ne of these three was discussed and decided upon by, the NATO 

ouncil. 
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Mr. Passman. Who made the decision that they had provided sufii- 
cient justification to have this money turned over to them? 

Mr. Grorce. That decision was made by the Department of State, 

Mr. Passman. At what level in the Department of State ? 

Mr. Grorce. Well, the decision that Ambassador Burgess could in- 
form the other members of NATO—that is, his colleagues in Paris— 
that we were prepared to pay these amounts was made by Mr. Dillon, 
He signed the message. 

Mr. Passman. I wonder what the Inspector General, since he is 
directly under Mr. Dillon, could tell the committee as to what justifi- 
cation the other members submitted in order to have this money 
turned over tothem ? 


FINANCING OF PROGRAM 


Mr. Mureny. Mr. Chairman, I should explain, and I am afraid it 
is not completely clear, that this is not a U.S.-administered program, 
It is a multilateral program which is financed by contributions by the 
member bodies. 

Mr. Passman. The United States is putting up half of it. 

Mr. Murrny. Yes, sir; in the past year. 


ORIGIN OF NATO SCIENCE PROGRAM 


Mr. Gary. And it was started, in fact, by the United States? 

Mr. Mureny. Yes, sir; it was a proposal originally made by the 
United States. 

Mr. Passman. This program was hatched by the United States, 
Did General Norstad, the Supreme Allied Commander in Europe, re- 
quest this? 

Mr. Murrny. No; Lam sure he did not. 

Mr. Passman. Where did the birth take place ? 

Mr. Murruy. The proposal was made originally by the United | 
States through the State Department that it would be a worthwhile 
endeavor to have the 15 NATO nations cooperate in the face of the 
world situation today and that we would produce i in all of those coun- 
tries better scientific knowledge and plans than we have had in the 
past and that a multilateral effort along the lines outlined here would 
usefully serve that purpose. Therefore, a program was developed to 
implement this idea when it was agreed to by the other 14 member 
nations of NATO and the program which they develop and carry out 
is the basis for the U.S. approval for the contributions and Mr. Dil- 
lon’s approval this year, for example. 

I think the contribution of $1.2 million was based on the pledge of 
the other 14 countries to put up an equal amount, and the money is 
actually contributed in the form of money and not in the form of 
services. 


ADMINISTRATION OF PROGRAM BY NATO SCIENCE ADVISORY COMMITTEE 


| 


| 


= 5 ‘ ‘ i | 
Mr. Passman. Who administers the program after the contribution | 


is made? 


Mr. Mureny. I believe it is the NATO Science Advisory Commit- 


tee. 
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Mr. Passman. Where is that Committee domiciled ? 

Mr. Murreuy. In Paris. 

Mr. Passman. Whois head of it ? 

Mr. Greorce. The head of it is Dr. Seitz who is an American scien- 
tist serving as science adviser to NATO Secretary General Spaak. 

Mr. PassMAn. What did he do before he got this job? 

Mr. Grorcr. He is still, as a matter of fact, on the faculty of the 
University of Illinois. He has a year’s leave of absence and 1s work- 
ing for NATO. 

Mr. Passman. He was borrowed from the university to administer 
this program ¢ 

Mr. Grorce. Not exactly borrowed. He was detailed to NATO. 

Mr. Passman. Isthisa part-time job with him? 

Mr. Grorce, It is full-time during this year. 

Mr. Passman. What will happen after he leaves? 

Mr. Grorce. After he leaves, we have been asked if we would like 
to nominate a successor to him and we are now trying to find one. 


EFFECT OF DISCONTINUING PROGRAM 


Mr, Passaan. Do you think any great damage would be done if 
the Congress, in its wisdom, should kill this activity before it grows 
into another of the uncontrollable programs ? 

Mr. Grorce. I would hate very much to see this program killed. 

Mr. Passman. Well, do you think any great damage would be done 
if we should consolidate this with the dozens of others doing similar 
work? It is something like our technical aid program. You might 
have it scattered about in every appropriation that reaches the Con- 
gress in another few years, if it 1s not checked. 

Mr. Grorce. Sir, I do not know of other programs 

Mr. PassmMan. Just what harm would be done, as this is a new pro- 
gram and has just started ¢ 

Mr. Grorcr. The harm that would be done would be that whatever 
potentialities the program has for increasing our scientific know-how 
and cooperation, which I think even the most optimistic of us would 
realize we ¢ ertainly need, would be finished. 

Mr. Passman. Are we not spending billions of dollars in the field 
of scientific research in the military / 

Mr. Grorer. I assume we must be. 

Mr. Passman. Then, how could discontinuation of this program, 
which started at $500,000 and has grown to $1.8 million, do great 
damage ? 

Mr. Grorcr. This is an international program in which we are 
working as partners with the other members of the alliance. 

Mr. Axprews. Would the chairman yield to me at that point? 

Mr, Passman. I yield to the gentleman from Alabama. 


AUTHORIZATION FOR PROGRAM 


Mr. Anprews. Has this program ever been authorized by the 
Congress ? 

Mr. Murpny. The Chairman asked that question earlier and I made 
a note, but I am afraid this is going to be another one of those un- 
answered questions. There is authorization under section 408 (a), 
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Mr, Passman. Explain that section. 

Mr. Murruy. That is a section which authorizes the U.S. participa- 
tion in NATO activities. 

Mr. Passman. Let us define the appropriation. By what is it 
known ¢ 

Mr. Mcrpny. It is participation in the North Atlantic Treaty 
Organization. 

Mr. Passman. Is the legislation broad enough to include this ¢ 

Mr. Murpuy. Yes, sir; it is. 

Mr. Passman. Would you quote the law for this / 

Mr. Murpny. I am at a disadvantage, Mr. Chairman, since I do not 
have a copy of it before me. Could I borrow the ¢ ‘opy Which you have! 

Mr. Passman. We shall be glad to let you have it. 

Mr. Mureny. Section 408(a), entitled “North Atlantic Treaty 
Organization,” reads as follows: 

In order to provide for U.S. participation in the North Atlantic Treaty Organ- 
ization there is hereby authorized to be appropriated such amounts as may be 
necessary from time to time for the payment by the United States of its share of 
the expenses of the Organization and all necessary salaries and expenses of the 
U.S. permanent representatives to the Organization, of such persons as may be 
appointed to represent the United States in the subsidiary bodies of the Organi- 
zation or any multilateral organization, which participation would achieve the 
aims of the North Atlantic Treaty and of the appropriate staffs, and the expenses 
of participation at meetings of such Organization, including salaries, expenses, 
and allowances of personnel and dependents as authorized by the Foreign Service 
Act of 1946 as amended (22 U.S.C. 801) and allowances and expenses as provided 
in section 6 of the act of July 30, 1946 (22 U.S.C. 287r). 

The particular section, Mr. Chairman, and the particular lines are— 
authorized to be appropriated such amounts as may be necessary from time to 
time for the payment by the United States of its share. 

Mr. Taser. That is no authorization for this appropriation. 

Mr. Passman. Do you have any spec ifie authorization? Do you 
go back to 1946 to find this authorization ? 

Mr. Murruy. You mean for specific authorization for a contribu- 
tion to the NA'TO science program ¢ 

Mr. Passman. This particular appropriation request. 

Mr. Murreuy. The 408(a) in the opinion of the lawyers in the ex- 
ecutive branch, Mr. Chairman, constitutes an authorization for this 
appropriation, but it is not specifically singled out as the NATO 
science program in the authorization. It is the whole NATO frame- 
work, 

Mr. Passman. Did the question arise wherein you had to get the 
attorneys to pass judgment as to whether it was proper 

Mr. Murrny. No, sir. 

Mr. PassmAn. You just mentioned the fact that the lawyers thought 
so. 

Mr. Murrnuy. We have been making contributions, Mr. Chairman, 
for 2 years under this program. 

Mr. Passman. I know, and that is exactly why this committee is 
just a little bit alarmed to see this jump from $500,000 up to $1.8 
million almost before the ink dried on the first request. Is this not 
the first time this has been specifically in use in an appropriation 
request ? 

Mr. Murpny. Yes, sir. 
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PROGRAM FINANCING IN PREVIOUS YEARS 


Mr. Passman. From where did you get the money in previous years ? 
Mr. Murrnuy. It was financed from the Special Assistance Program. 


BROAD AUTHORITY OF SPECIAL ASSISTANCE PROGRAM 


Mr. Passman. That Special Assistance Program, then, is rather 
broad: is it not? 

Mr. Murruy. Yes, sir; it is very broad. 

Mr. Passman. And, are you not getting funds out of the special 
assistance program for some of these Technical Aid Program starts 
also—for instance, north Africa in the amount of $20 million ? 

Mr. Murrtry. The special program for tropical Africa; yes, sir. 

Mr. Passman. Did you not start one last year? 

Mr. Mcurprry. Yes, sir; the investment incentive program. 

Mr. Passman. That is really broad ; is it not ¢ 

Mr. Murry. Yes, sir: it is very broad. The definition of it, Mr. 
Chairman, is extremely broad. It is for the purpose of promoting 
economic or political Sti ability. 

Mr. Passwan. Do you have any recommendation as to how it may 
be narrowed, so that the committee can keep up with what is going on 
out of this “special assistance” appropriation 4 


TYPE OF SUBJECTS STUDIED 


What. type of subjects are being studied by the fellows? 

Mr. Grorce. The U.S. fellows I can give you, sir. I have with me 
a list of 20 who are now studying. 

Mr. Passman. There are 15 nations involved, and we should like 
to know just what subjects the fellows are studying from each nation, 
by category. 

Mr. Grorcr. That information, sir, is not available, at least to the 
best of my knowledge. 


LACK OF INFORMATION AVAILABLE TO THE COMMITTEE 


Mr. Taner. How do you expect the committee to intelligently pass 
upon this request ¢ 

Mr. Passman. It is not available to the committee ? 

Mr. Grorar. No, sir; not available because anybody is refusing 
to give information to the committee, sir, but it is because each of the 
member countries is running its own program and we have had as yet 
no overall committee review of what each country has done. We ex 
pect to have that toward the end of this year. 

Mr. Passman. Would it be fair to say that they are running the 
program with our money, and we do not know actu: ally what they are 
doing 7 / 

Mr. Grorcr. No, it would not be fair to say that, in my opinion, 
Mr. Chairman. 

Mr. Passman. I appreciate the gentleman being frank with the 
committee. In fact, we do not know what this is all about. and I do 
not think the witnesses know either. 

Mr. Grorcr. I think it is very simple. We know what is being 
done with it, Mr. Chairman. 
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NUMBER OF FOREIGN FELLOWS PARTICIPATING 


Mr. Passman. How many foreign fellows do you have in the pro- 
gram, if you know what is being done with it? 

Mr. Grorce. I do not know that—— 

Mr. Passman. Then, how could the gentleman say he knows what 
is being done if you do not know how many are participating? 

Mr. Grorcr. I do know that the NATO Science Committee and 
the NATO Council in which we participate have agreed that there 
shall be a fund established and we have agreed on the amounts each 
country should have and the general criteria that the countries use 
in picking out their own fellows as well as the general areas of science 
to be covered. What we do not know is ex: ctly how many they have 
picked out or exactly where they are studying. 

Mr. Passman. Do you not think the committee should have that 
information before recommending that the Congress appropriate 
funds for this purpose ? 

Mr. Gerorce. Sir, I do not know how much detail you want to go 
into. 


~ 
~ 
— 


REQUEST FOR DETAIL TO SUBSTANTIATE APPROPRIATION REQUEST 


Mr. Passman. We want to know what is being done with the money 
and what subjects are being studied, as well as how m: iny fellows you 
have from each country, and whether or not we know anything about 
what is being done with the money after it is turned over to them. 
I do not think you have indicated in the record that we know anything 
about for what the money is being spent. We have turned It over 
to this Organization domiciled in a foreign country. I wonder if our 
Under Secretary of State could give us a brief statement as to the 
basis upon which he released the money to the Organization. We 
should stop being so easy on turning this money over to them on 
nothing but blind faith. 

Mr. Anprews. Mr. Chairman, would the gentleman yield to me at 
this point? 

Mr. Passman. ge ad 

Mr. Anprews. Mr. George, what duties do you perform with ref- 
erence to this Organization? Are you the man who turns the money 
over to the NATO Organization ? 

Mr. Grorce. No, sir; I am not the one. 

Mr. Anprews. Who turns the money over to it? Just what do you 
do in this picture? 

Mr. Grorcr. Well, sir, my own office, which is in the Bureau of 
European Affairs, is concer ned with regional affairs and I myself work 
just on NATO matters. My own particular suboffice has to do with 
what we call the nonmilitary side of NATO, and in this capacity I am 
concerned with a number of NATO committees and operations in the 
nonmilitary field. 

Mr. Anprews. I understand that, but what are your duties with 
reference to this particular program ¢ 

Mr. Grorce. Well, this is a NATO committee and my job is to 
insure that this fits in with what we are doing in NATO generally 
and to serve as one of two points of contact in ‘the State De ‘partment 
for the program, to keep up with it. The other point of contact 1s 
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someone in the Office of the Science Adviser of the Department of 
State, Dr. Brode. 

Mr. Passman. Could you get for us, by cablegram from this Or- 
ganization or from the Secretary of State, the amount of money being 
spent for travel, the amount that could be properly labeled adminis- 
trative, the average cost per fellow and what subjects they are study- 
ing, and whether they are military personnel or civilian personnel ? 

Mr. Taper. What countries do they come from 4 

Mr. Passman. And what countries they come from, and how many 
there are from each country, as well as how much money is on h: and 
this year and in prior years still to be disbursed. 

Mr. Taser. Would you not also want to know what their accom- 
plishments have been? 

Mr. Passman. We asked that question earlier and the gentlemen 
did not have that answer. We would like to know what has actually 
been accomplished thus far; how many are in school, what subjects 
they are studying and how long they have been engaged in it, and 
the name of the schools they are attending. 

I do not believe the committee could give consideration to recom- 
alc this appropriation without specific information as to what 
is happening. 

PERCENTAGE OF U.S. CONTRIBUTION 


Mr. Taner. Mr. Chairman, there is another thing which I think 
you ought to have: If you will turn to page 11 of the justifications, 
you w ill find that instead of our paying 50 percent, they say in one 
spot that they would like to recommend that we contribute 45 percent 
and then in another spot on the same page they say that they are 
recommending 40 percent. 

When you get three stories on the same proposition it kind of makes 
one wonder. 

Mr. Passman. You had 50 percent, then you had 45 percent, and 
then you have 40 percent; and then you put four of them together 
to get an average of 40 percent, but this is just one pot. 

You really have the fellowships at 45 percent, the institutes at 45 
percent and the research fund is 24.2 percent, as well as other projects. 

Of course, there are a lot of questions, and I am afraid the com- 
mittee would have a hard time explaining to a searching mind what 
other projects are represented. 

Mr. Grorce. May I comment on the percentage machinery, sir? 
[ admit there are a number of figures tossed around such as 45 per- 
cent, 50 percent, 40 percent, and 24.2 percent, but it is actually quite 
simple. 

Mr. PassmMan. It is what ? 
Mr. George. It is quite simple. The explanation is quite simple, 
S1r. 

The NATO science program as an overall program actually con- 
sists of individual specific projects which have been worked out and 
approved on a project-by-project basis. The United States was very 
much interested in getting the fellowship project started and in get- 
ting the advanced institute project started. It was on our initiative 
and we pushed it and we offered 50 percent of the total cost to get 
these two things going. This has been accomplished and now that 
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they are going, we want to bring the U.S. contribution down. We 
had in mind to bring it down 5 percent this year. That takes care 
of these two percentage figures and that is where you get t the 50 per- 
cent down to 45 pere ent. 

The third project in being, the research grants fund, seemed to us 
to be one which was of more interest and concern and benefit to the 
European members of the alliance and they were pushing this—not 
so much the United States—and, therefore, we felt if we could con- 
tribute the 24 percent to that, that would be satisfactory and that 
is what we are contribut ing’ to this one, 

Mr. Passman. That is the smaller part of the overall operation; 
is it not ? 

Mr. Grorce. That is the third project and that is at 24 percent 
as compared to d0 percent, 

Mr. Passman. But, that isa small part. 

Mr. Grorcr. I am just telling you how the different percentages 
come about. 

Mr. PassMAN. It is not that simple to me. 

Is the contribution on the part of the United States a firm obliga- 
tion for 1961, or is it still subject to negotiation 7 

Mr. Grorce. No, sir; it is by no means firm. It is subject to ne- 
eotiation. 

Mr. PASSMAN. It could even be hiche . could 1 1 not ¢ 

Mr. Grorce. It is not very likely that it would ‘i higher. 

Mr. Passman. But it could be. It is subject to negotiation? 

Mr. Groree. That is right. 

Mr. Passman. We have been paying 50 percent What leads you 
to believe that we would pay any less, other than just a desire? 

Mr. Grorcre. The United States intends to state, and we have already 
stated as a matter of fact, that we do not any longer consider that a 
contribution of 50 percent on these two is justified and that we intend 
to reduce our percentage of contribution. 

Mr. Passman. Why did you not start off that way, then ? 

Mr. Grorcr. Our feeling was that this was the best way and, per- 
haps, the only way to get the projects started and if we could get 
them started and get them underw: ay, we would interest others who 
were not as interested in seeing this sort of cooperation as we are 
and seeing those things done. 

Mr. Passman. Now, you have actually given us some information, 
and we are grateful. 

It is a kind of a come-on deal ? 

Mr. Grorce. No, sir. 
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Mr. Passman. How could the committee interpret that otherwise— 
that some of the countries were not willing to come into it, but we 
went into it with a 50-percent contribution and that would get them 
in and get them going, so now we want to lower our contribution 4 


PERCENTAGE CONTRIBUTION OF OTHER NATO COUNTRIES 


Mr. Taser. What have been the contributions of the other countries 
to it and for each one of these projects ? 

Mr. Passman. Would the committee be agreeable to recessing this 
particular subject until we can get some answers on this 

Mr. Conte. Surely. 

Mr. Passman. This is the way these programs become big. This 
is a program which someone came up with about 2 years ago—a brand- 
new one—and they took the money for its operations out of other ap- 
propriations. This year, since we were agreeable to the request of 
$500,000 and the request of $1.2 million, they come in with this pro- 
gram of $1.8 million. 


ADDITIONAL INFORMATION REQUESTED ON PAST PROGRAMS 


Mr. Taser. I want to know what happened to the $500,000 and the 
$1.2 million. 

Mr. Passman. And, what they propose to do with the $1.8 million, 
more than just a desire to give it to some international organization. 

Mr. ‘Taner. And what accomplishments we could point to. 

(The following information was subsequently furnished for the 
record. ) 

With respect to fiscal year 1959 funds, see pp. 546 and 558. 

With respect to fiscal year 1960 funds, the following details are available: 


1. FELLOWSHIPS PROJECT 


The total amount of $1,750,000, with the United States supplying 50 percent, 
will be allocated according to the same system as for the first year’s program, 
Le, according to population except that the United States and United Kingdom 
restrict themselves to 15 percent. The fund is just now in process of being set 
up; no fellows have been selected. 


2. ADVANCED INSTITUTES PROJECT 


The total amount of $150,000, with the United States supplying 50 percent, 
plus about $37,500 carried over from last year, will be programed by the office 
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of the NATO science adviser for use in the summer and fall of 1960. Institutes 
which have received preliminary approval are as follows: 


Location Time Amount 





1. Les Houches, Frances i , a ae July 4-Aug. 26, $45 
1960. 
Subject: Elementary particles (dispersion relations, Lorentz 
grou] strong interactions between “strange” particles, 
“‘weak’’ interactions, cosmic rays) 
2. Varenna, Italy ; 60 days in all___. 12, 000 
Subject: (a) Physics of microwaves (scientific organization 
by Professor Gozzini of Pisa (b) Biophysies (Professor 
Roshewsky of Chicago University is requested to do the s¢ 
entific organiz Nuclear processes at low energies 
(Professor Wilkir f Oxford University has been requested 
to do the scientific organization). 
3. Corfu, Greece 3 weeks 12. OM 
Subject: Investigation of thermal vibrations in solids throug}! 
t 


specific heat and X-ray methods 
4. Naples, Italy és ei = April, approxi 10. 000 


mately 3 wee 


3 


Subject: Many-body problems and field theor 





J 
5. Breukelen, Netherland ; ” July 28-Aug. 16 8 000 
1960. 
Subject: Structure and evolution of the galactic n 
6. Montreal, Canada Not known 3}, OU 
Subject: Biochemistry. 
7 Gottingen, Germa Septem}! 2 8 OU 
Subject: Cor tuents ol eins (chromatographic sepa 
The ul l of amino acids, and special | ‘ 0 
s stematics 
8. Risdg, Denmark i = : ‘ August (Ist half), 13, 00 
« WeeKS 
Subject: Physics of plasma, 
). Manchester, England = ; etek cae den Aug. 29-Sept. 9, 10, 004 
1960 
Subject: Modern methods of crystal structure determir 
10. Edinburgh, Scotland August, 3 weeks 14, 00 
Subject: High energy physics (with emphasis on the theory of 
dispersion relations 
11. Glasgow, Scotland , eee . Sept. 5-21, 1960 10, 00 
Subject: Recent advances in food science 
12. Ispra, Italy ee Saeencuee sé edaeeiee Time not yet set 3, 00 
Subject: Solid state physics 
13. Kjeller, Norway . ‘ ‘ August, 2 weeks 16, 5 
Subject: Fuel elements for water-cooled power reactors. 
14. Mariensee, Germany Aug. 3-16, 1960 6,0 
Subject: Increase of animal productivity (milk, meat, fer- 
tility 
15. Corfu, Greece , eee es June 27-July 15, 17, 000 
Subject: Physics of upper atmosphere. 1960. 


3. RESEARCH GRANTS FUND 


The total amount of $1 million, with the United States supplying $242,000, 
will be used to defray costs of approved proposals. Priority is to be given to 
projects involving explicit cooperation between two or more NATO nations and 
those which will aid technically less-developed members to develop their scien- 
tific potential. It has been ruled that this fund is not to be used for support 
of programs in member countries which could as well be supported from 
national resources, 


a} 
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Awards are being made by a panel of scientists from five NATO countries, 
chaired by the NATO Science Adviser. The following proposals have been 
approved to date: 


Country Institution and/or researcher Description of project Amount 


E. R. Caianiello, Instituto di Fisica Teorica, | Seminar in mathematics, | $30,000 


Mostra d’Oltremare, Pad. 9, Napoli, Italy. physics and chemistry. 
furkey ; E. A. Kreiken, Astronomical Institute, Univer- | Microphometer; exchange of 9, 500 
sity of Ankara, Turkey. astronomical studies. | 
ike} P Harald Perlitz, Umumi Fizik Enstitusu, Uni- | X-ray equipment z ---| 17,000 
versity of Ankara, Turkey. 
irkey .--| Prof. Besim Tanzel, Umumi Fizik Enstitusu, | Electronic equipment 10, 500 
University of Ankara, Turkey. 
rway-_. Prof. Hakon Mosby, Geofysisk Institut, Univer- | Oceanographic studies of Shet- | 105,000 
sitetet: Bergen, Norway. land-Feroe and Gibraltar 
Straits. 
nd .-| Prof. C. F. Powell, W. H. Welis Physics Labora- | Cooperative cosmic ray stud- 72, 000 
tory, University of Bristol, Royal Fort, Bristol ies with emulsion exposed in 
&, England. balloons. 
Prof. Kessar Alexopoulos, Department of Phys- | Hellenic Royal Research | 15,000 
ics, Solonos Str. 104, Athens, Greece. Foundation; small items of 
equipment. 
Prof. Michael Anastassiades, Ionospherie Insti- | Equipment for ionospheric re- | 14,000 
tute, Athens Observatory, Greece. search, 
Lotal le a et rede is es cite 273, 000 


Mr. Passman. Off the record. 

(Discussion off the record.) 

Mr. Ruopes. Mr. Chairman, the gentleman from New York asked 
for a piece of information which I think is important. It is the total 
contributions of these member nations now as compared to the total 
contributions before this program went into effect. In other words, 
are they diverting funds which they formerly used for fellowships, 
for instance, into this fund and thereby making no greater contribu- 
tion to the whole thing than they previously had made? 

(The following was subsequently furnished for the record :) 

The individual projects approved under the NATO science program are addi- 
tive in nature, that is, they represent support for scientific cooperation over and 
above whatever support had been previously given by member nations indi- 
vidually. This factor has been given careful consideration by the Science Com- 
mittee and the North Atlantic Council in planning the program. 


ADVANCED INSTITUTES PROJECT 


Mr, Passman. And, furthermore, if you will get us an answer on 
this one question, in the third paragraph on page 11 dealing with one 
specific item, where it says Advance ed Institute project which arranges 
and finances such short-term meetings. Let us know what you mean 
by “short-term meetings of scientists to study problems of particular 
concern to the Alliance.” You say it has been quite successful and it 
Is hoped to expand it to a level of $300,000 in fiscal 1961. 

Since it has been quite successful, if you will give us a résumé of the 
success and a statement of your accomplishments, we would appreciate 
lt. 

This is one of the fastest growing things with which the committee 
has contended recently, and the people downtown become very bold. 
Heretofore they have taken it out of some other appropriation, but 
now they are coming in for a specific line item appropriation for it. 
I think we had better have consider: ably more information on it. 





298 


(The foliowing was subsequently furnished for the record :) 


During the first year of the Advanced Institutes project, 1959, five “institutes” 
were held in Europe, all of which were concerned with particular aspects of 
physics. These institutes enabled teachers and advanced students engaged in 
research and study of key fields of specialization in the NATO countries to 
come together to discuss their problems, exchange results of their individual 
work, and plan future research within their fields. Further details on the five 
institutes are furnished below. A listing of the 15 institutes planned for 1960 
is included in the information provided above by the Department of State. 


ADVANCED INSTITUTES CONDUCTED UNDER THE NATO SCIENCE PROGRAM IN 1959 


1. Theoretical physics: Field theory for interactions between elementary 
particles; directed by Prof. E. R. Caianello, Instituto d’Fisica Teorica, Naples, 
April 1-18, 1959; 17 teachers and 36 students participated in this institute. Of 
the students, 4 were French, 3 German, 14 Italian, 4 Dutch, 1 Swedish. 7 Swiss, 
1 British. 

2. Theoretical physics: Thermodynamics of irreversible processes; weak in- 
teractions of elementary particles; solar radioastronomy; physics of plasma; 
directed by Prof. G. Polvani, Instituto d’Fisica, Milan, between June 15 and 
September 30, 1959. Details are not available as to students taking part in 
these 4 institutes, but 26 teachers participated, 1 Belgian, 1 Danish, 1 French, 
4 German, 4 Italian, 4 Dutch, 2 Swedish, 2 British, 6 American, 1 nationality 
not stated. 

3. Theoretical physics: N-body problem at finite temperatures: directed by 
M. Jean Francois Detoeuf, Ecole d’Ete de Physique Theorique, Paris. Eight 
teachers and 24 students participated in this institute. Three of the teachers 
were French, one Dutch, four American. Two of the students were Belgian, 
14 French, 2 Italian, 1 Norwegian, 1 Swedish, 4 British, 4 American. 5 national- 
ity not stated. 

4. Nuclear technology: Heat extraction from boiling water reactors: directed 
by Dr. Gunnar Randers, Institutt for Atomenergi. Lillestrom, Norway. August 
17 to 29, 1959. Fourteen teachers and 32 students took part in this institute. 
Four of the teachers were Dutch, seven Norwegian, three American. Three of 
the students were Belgian, one Danish, four German, one Greek, four Italian, 
one Luxembourger, four Dutch, six Norwegian, two Swedish, one Swiss, one 
Turkish, one British, three nationality not stated. 

>. Theoretical Physics: Specific heats and motion of electrons in solids. The 
director was Prof. K. D. Alexopoulos, department of physics, Athens, July 
1959. Nine teachers and 30 students took part in the Corfu institute. One 
teacher was French, two German, 1 Greek, one Italian, one British. two Ameri- 
can, one nationality not stated. Four of the students were French, 3 German, 
18 Greek, 1 Italian, 3 Turkish, 1 British. 


NECESSITY FOR ADEQUATE JUSTIFICATION 


Mr. Taner. Mr. Chairman, if you will yield just a second 

Mr. Passman. Yes, sir. 

Mr. Taner. I think that we ought to ask the reporter to run off 
an extra copy of the minutes on this so that a copy can be turned 
over to the people so they can get some idea of how they ought to 
keep their records so they could make an intelligent presentation for 
this appropriation. 

Mr. Passman. I believe that Mr. Murphy usually makes notes on 
the pertinent questions as we go along. Have you done so in this 
instance, Mr. Murphy ? 

Mr. Murrny. No, sir. I expected that tomorrow morning we 
would receive a copy of the transcript, Mr. Chairman, and we will 
use that for the purposes that we need it for, including, of course, 
any guides we would need in the future, as Mr. Taber has suggested. 

Mr. Taner. I do not see how we can appropriate this money with- 
out knowing anything about what it is to be used for. 
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Mr. Ruopes. In other words, we would like to have the other 
multilateral agencies know it is not going to be enough just to ask 
for money. 

Mr. Murrny. Yes, sir. 


EFFECT OF CONSOLIDATING PROGRAM WITH MILITARY 


Mr. Passman. We wish you would prepare a memorandum as to 
how severe the damage would be if we would consolidate this pro- 
gram and put it back in the military, where they are spending bil- 
lions of dollars, and not branch out into some other program which 
starts out with $500,000, but which could lead into hundreds of mil- 
lions of dollars. Would you also find out where it is overlapping 
and whether the same type of studies is being carried on by our own 
military. I should think that the other nations in their reer 
appropriations must have large sums for military science. I do not 


think you could possibly justify starting this particular program if 
we had that information. 


(The following was subsequently furnished for the record :) 


There should not be any misunderstanding that the NATO science program 
is intended to replace or in any way derogate from programs of study and 
research authorized to be carried out by the Department of Defense and the 
military departments. 

A major difference between the NATO science program and any scientific 
activities being carried out by the U.S. military authorities is that the NATO 
science program is an international, multilateral program in which the United 
States is acting jointly with our NATO allies to tackle the problem of maxi- 
mizing the scientific resources of the alliance, both military and nonmilitary. 
Activities being carried out by U.S. military authorities, while in many cases 
involving some degree of cooperation with allies, are not decided upon inter- 
nationally. There is no thought that the NATO science program is to replace 
such activities; on the contrary, in setting up the science program in December 
197 the NATO heads of government emphasized in their communique both 
their realization that “progress will depend on vigorous action within individual 
states,” and their intention “to increase the effectiveness of national efforts 
through the pooling of scientific facilities and information and the sharing of 
tasks.” 

The NATO science program may be considered to have a double aspect and 
duty (1) to decide upon and execute projects in which a multilateral approach 
seems warranted and (2) to serve as a focal point and place of assessment 
and encouragement for individual national actions and bilateral cooperation 
serving to advance the overall purposes of scientific cooperation in the alliance. 
The second of these is pertinent with respect to activities of the U.S. military 
authorities in the general area of scientific research and development. 

Mr. Taner. Mr. Chairman, I do think that it is a good thing that 
they should break this down into divisions so that we can find out 
where they are and give them a proper review, and I think that it 
would be an advantage all around if we could develop a ee 
where there was greater frankness on the part of the agency in pre- 
senting the program to us. 

Mr. Passman. On this same page 11 you have other projects. 
Could you get some information for us on those other projects? 

Then, on the research fund you had better get some information on 
that, as well as the institutes. So far we have been dealing primarily 
with the fellowships, but you have four different categories and, per- 
haps, you had better bring us completely up to date on what has been 
accomplished which you can state definitely for the record up to 
this particular time. 


53909—60——_36 
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PURPOSE OF NATO SCIENCE PROGRAM 


Mr. Gary. Apparently, the purpose of this fund was to get the 
other nations to contribute to a program which was being carried on 
by this Government with its own funds. 

Mr. Murruy. No. May I comment on that, Mr. Gary / 

Mr. Gary. Surely. 

Mr. Murrnuy. This was intended as an instrument to bring about 
a greater effort on the part of our Government in the training of 
civilian scientists in advanced fields so that the overall knowledge in 
the NATO area would be enhanced. In other words, it was an addi- 
tive and it was intended to be an additive then, at least. 

Mr. Gary. Then, there has not been a lessening of activities on our 
part because of this multilateral program 4 

Mr. Murruy. I would think not, Mr. Gary. 


NONMILITARY NATURE OF PROGRAM 


Mr. Grorce. These things which this statement draws to your at- 
tention, Mr. Chairman, are all of a nonmilitary nature. 

Mr. Passman. Are what, sir? 

Mr. Grorce. They are all of a nonmilitary nature. 

Mr. Passaan. That is even more confusing, because when you speak 
of NATO, a great many people will think of the NATO alliance, and 
I am sure this committee would have thought this had something to 
do with our military. What is this? Just an adopted name from 
the NATO military ‘alliance which you bring into the NATO science 
program ¢ 

Mr. Grorce. No, sir. We consider that the NATO alliance has 
important nonmilit: ary aspects as well as military aspects. This is 
not to deny the military aspects at all. In fact, it operates better as 
a military alliance the more it cooperates in other things which shore 
that up. 

Mr. Passman. What are its functions besides military ? 

Mr. Grorce. There is the practice of political consultation with our 
NATO allies “and economic consultation with them and scientific 
cooperation. These are the only ones I can cite. 


AUTHORITY FOR PROGRAMS 


Mr. Passman. Under this broad authority, may I ask the inspector 
general, could you just about start any kind of a program you wanted! 
The authority that you read a while ago permits you to start a health 
program, does it not, under that same authority ? 

Mr. Murrny. I believe so, Mr. Chairman. The United States un- 
der that authority in my ae -and I hasten to point out that 
I am not a lawyer and, therefore, I do not want to be considered an 
expert on this thing—but as a layman, as I read it, it authorizes us 
to pay any U.S. portion of any activity that is undertaken by NATO 
in which we are joined. 

Mr. PassmAn. It is far reaching in its ultimate; is it not ? 

Mr. Murruy. It could be. 

Mr. Passman. And, if we come along here so quickly and start this 
program which grows so rapidly, you could start a health program 
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or any number of different programs which would require appropria- 
tions ¢ 

Mr. Murpeuy. That is conceivable, yes, sir. 

Mr. Passman. And it could really go into substantial appropria- 
tions ¢ 


Mr. Mcurrny. That is conceivable, Mr. Chairman. 
RECOMMENDATIONS OF INSPECTOR GENERAL 


Mr. PassmAn. Knowing the gentleman has a very keen eye at catch- 
ing these things—and I am sure the gentleman understands that I 
mean that because I respect his ability—do you have any recommenda- 
tions as to how we could amend that language and kee ‘p this program 
from going wild or, perhaps, bringing in a lot of other programs? 
Should it be pinned down? Should it be defined to a point that it 
could not get out of line ? 

Mr. Murriry. Well, I think it is not my place, Mr. Chairman, to 
recommend that, but if the Congress in its wisdom should decide they 
wanted to narrow the provisions of section 408(a) in a manner that 
would make it impossible for the United States to participate In any 
organization unless it had been specifically presented to the Congress 
asa proposal, of course that could be done. 

Mr. Passman. I thought the Inspector General’s job—and you will 

tell us about that when you come before the committee for that pur- 
pose—was to spot suc ‘h things, and you would have to first agree that 

his was broad enough so that these programs could be set up? 

That would come under your Office ; would it not ? 

Mr. Murpeny. Yes, sir, Mr. Chairman, but a policy determina- 
tion taken by proper authority in the executive branch and which is 
within the province of the law as interpreted by legal counsel—my 
job does not contemplate questioning that type of thing. 

Mr. Passman. But, you are to make recommendations for tighten- 
ing up the program; are you not ? 

Mr. Merpuy. Within the framework of the policy decisions that 
are made to motivate the program. 

Mr. Passman. Do you know of any project which has ever been 
started under the mutual security program which is not within the 
framework of the program ? 

Mr. Murrny. No, sir; I do not. 

Mr. Passman. I do not understand, and I shall have to wait to find 
out what vour job is going to be. 

Mr. Axprews. Would the chairman yield to me at that point? 

Mr. Passman. Surely. 


COMPARABLE PROGRAMS UNDER UNITED NATIONS 


Mr. Anprews. Is there a comparable program in the United 
Nations ? 

Mr. George. I do not believe there is any comparable program, sir. 

Mr. Murpriry. Now, in order to keep the record absolutely clear here 
[ want to point out that I do not know from personal knowledge, but 
it Is possible that under the United Nations expanded technical assist 
ance program people may be receiv ing scientific tr: aining as part of 
that technical cooperation program. I do not want to leave the ree- 
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ord saying that it is not going on, Mr. Andrews. I would be happy 
to check and insert at this point, if it is agreeable, a specific answer to 
your question. 

Mr. Passman. Would you prepare the answer ? 

Mr. Murpniy. Yes, sir. 


(The information requested follows:) 


Fellowships for study abroad, some of which are in scientific fields, are granted 
under the regular and expanded programs of technical assistance of the United 
Nations and the specialized agencies. Generally such fellowships are a part 
of a larger technical assistance project requested by a member state. Addi- 
tionally, of course, international organizations like UNESCO, WHO, and IAEA, 
engaged in various fields of science, sponsor activities in these fields other 
than fellowships. A listing of such activities has been provided to the committee 
for inclusion in the record of the hearing. (See list below.) 


LIST OF INTERNATIONAL SCIENCE ACTIVITIES 


Mr. Anprews. Is there any scientific training under the technical 
cooperation program 4 

Mr. Murpeny. Under the bilateral program / 

Mr. Anprews. Yes, sir. 

Mr. Murpuy. Iam quite sure there is. 

Mr. Anprews. Would you do this for me, Mr. Inspector General / 

Would you list at this point in the record all of the programs which 
could be designated as science programs comparable to this program, 
whether they be under the United Nations or special assistance or 
economic aid or whatnot ? 

Mr. Mureny. Yes, sir. You want me to list just the ones where it 
could happen or the ones where it is actually happening / 

Mr. Anprews. Not just those where it could happen but I want to 
know where it is happening. 

Mr. Murrny. Yes, sir. 

(The information supplied follows :) 


The following is a listing and brief description of the more important inter- 
national science activities: 

1. The United Nations Assembly has established three committees in the field 
of science: The Scientific Committee (which arranged the Geneva Atoms for 
Peace Conference) ; the Committee on Biological Effects of Atomic Radiation; 
the Committee on Outer Space. 

The U.N. Economie and Social Council (ECOSOC) has itself held meetings 
of scientific interest on natural resources, water resources, and nonconventional 
sources of energy. It is also responsible for various specialized U.N. agencies, 
of which the following are of major scientific interest : 

(a) UNESCO, which has a Department of Natural and Exact Sciences. 
Among the specific activities supported are research on arid lands, research on 
humid tropics, research in marine science, and research on cell biology. An 
International Committee on Laboratory Animals is another activity. UNESCO 
subventions (grants) are made to a number of international science commit- 
tees and groups, and UNESCO itself operates four field offices for scientific co- 
operation, in Cairo, New Delhi, Montevideo, and Djakarta. 

(b) The Food and Agriculture Organization (FAO) is very much interested 
in technological developments and carries out activities and research concerning 
fisheries, forestry, agronomy, and nutrition. 

(c) The World Health Organization (WHO) is now initiating a large pro- 
gram of research on world health problems that need regional or international 
cooperation. 

(dq) The World Meteorological Organization (WMO) carries out synoptic 
weather studies, and studies in maritime, hydrological, and arctic-antarctic 
meteorology. 
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(e) The International Atomic Energy Agency furthers research and applica- 
tion of atomic energy for peaceful purposes. 

There are various regional science activities in addition to that conducted 
by NATO, as follows: 

(a) The Organization for European Economic Cooperation (OEEC) carries 
out a program of cooperative research as well as a scientific and technical man- 
power program aimed principally at effecting improvements in teaching methods 
and curriculums in secondary schools, in order to turn out more and better 
scientists. 

(b) The Organization of American States (OAS) has a Division of Science 
Development with sections on nuclear science, natural science, and social science. 
It conducts seminars and symposia on teacher training and other subjects and 
gives assistance to one or two learned journals in each field of science in order 
to make them more truly pan-American. It sponsors the Inter-American Com- 
mission on Nuclear Science. 

(c) The Central Treaty Organization (CENTO) has a scientific adviser and 
a scientific council reporting to the Economic Committee. It sponsors the 
CENTO Institute for Nuclear Science. The scientific adviser has at his disposal 
for awarding small research grants the sum of 10,000 pounds per year. 

(d) The Southeast Asia Treaty Organization (SEATO) has no separate sci- 
ence program, but is beginning to carry out scientific projects under a health 
program ; i.e., the cholera research project. 


MEMBER CONTRIBUTIONS TO PROGRAM 


Mr. Passman. Could you tell us at this time, referring to page 11, 
“Program Summary,” in dollars and in thousands of dollars, at the 
top of the page, what this language in brackets means? “Fiscal year 
1959, the U.S. share is $500,000.’ 

How much did the other 14 nations put up in 1959? 

Mr. GrorcGe. $500,000. 

Mr. Passman. Could you give us a list of the nations and the 
amount by nation 4 

Mr. Grorcr. This is the same question that was asked earlier, sir, 
because this $500,000 in 1959 formed part of the $1 million total which 
was all for the fellowships project, and the same figures that applied 
then apply now. 


RAPID GROWTH IN SIZE OF U.S. CONTRIBUTION 


Mr. Passman. We want then specifically, a list of the countries 
contributing es the international program Menino 3 n France for 
fiscal 1959, fiscal 1960, and fiscal 1961, and also a statement as to why 
there has been such a rapid growth in the request. Then, we should 
like to know what might happen in negotiationg with these countries 
which we persuaded to come in on account of our country making a 50 
percent contribution. What if they said “No; you inveigled us to 
get into this thing and we will stick by our original 50 percent.” 

Then, what would be our position ? Would we be obligated to 
continue putting up half of it? 

Mr. Grorce. No, sir. 

(The information supplied follows :) 

A listing of contributions by the United States and other NATO countries to 
the NATO science program in fiscal year 1959 and fiscal year 1960 is provided 
above. (See pp. 543 and 544.) 

It is not possible to list fiscal year 1961 contributions, of course, because no 
agreement has yet been reached in NATO as to continuation of any NATO 
science program projects and no determination has been made by the Congress as 
to funds available for a U.S. contribution. The request made to the Congress 
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envisages a U.S. contribution of 45 percent to the fellowships and institutes 
projects, of approximately 24 percent to the research grants fund, and of ap- 
proximately 3344 percent to a special project in oceanography, meteorology, or 
another field of concern to the NATO Science Committee. The other 14 NATO 
member countries would be expected to provide the balance necessary in each 
case, and their confirmation of their willingness to do so would be necessary be- 
fore the North Atlantic Council would approve the projects. 

In addition to requests for specific information, a statement was requested as 
to why there has been such a rapid growth in the amount of funds asked as a 
U.S. contribution to the NATO science program. The importance of maximizing 
the scientific resources of the alliance is very great, and the amounts asked have 
been limited to those which could be justified through definite plans for projects 
serving to advance that purpose. It might be noted that there has been some 
criticism of the program for not moving ahead faster; e.g. the NATO Parlia- 
mentarians’ Conference which met at Washington in late 1959 urged a steady 
increase in the fellowships project, with the goal of an $8 million project when it 
is in full operation. When measured against the needs and the urgency with 
which they should be met, the increase in amounts asked has been moderate. 

The United States is under no obligation, explicit or tacit, to continue its 50 
percent contributions to the fellowships and institutes projects. We have al- 
ready informed the other NATO members that we intend to reduce this per- 
centage, and there has been no indication that they are thinking of abandoning 
the projects rather than agree to any increase in their own shares. 


POSITION IF OTHER MEMBERS REQUIRE UNITED STATES CONTINU! 
ORIGINAL CONTRIBUTION 


Mr. Passman. How would we get out of it gracefully, because it is 
under seem is 1t not ¢ 

Mr. Grorce. Yes, sir. 

Mr. Passman. What would happen if the nations said “No; you 
told us 50 percent, and we expect you to continue appropr iating: 50 
percent, and we are only willing to go 50 percent ?” 

Then where would this little newborn or ganization be / 

Mr. Grorce. We would have to make the decision, sir, as to whether 
we would want to continue our support. 

Mr. Passman. Would you care to predict what our position would 
be if m at should be the position of the other countries / 

Mr. Grorcre. No, sir; because I do not think that this is apt to be 
their on. 

Mr. Passman. Of course, you do not expect it to be. but you said 
that the exact percentage share and amounts are still subject to nego- 
tiation. That being true, we do not know what the position of the 
other countries would be. 

Mr. Grorce. That is quite correct. 

Mr. Passman. Well, what would the situation be in case they say 
“No; we are going to live up to our original agreement” / 

Mr. Grorce. This was a 1-year agreement. 

Mr. Passman. I know; but I believe vou stated that we put up 50 
percent so as to persuade them to come into the organization because 
some of them were reluctant. Since we got them in, we are trying to 
find out whether or not our country would be embarrassed if they 
should say “No; this is as far as we are going.” Would you put up 
the 50 percent or would you permit the organization to be abandoned! 
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I believe those questions should be answered, because Congress has a 
responsibility and we are going to have to measure up to that 
responsibility. 

I believe that whoever in the executive branch made the commit- 
ment to start with would be the one to provide that information as to 
what our position would be. I am repeating myself but if they said, 
“No; you talked us into it; it was your idea and we were reluctant, 
and we did not want to put up 50 percent, but you talked us into it on 
the basis you would put up half,” we want to know what our predica- 
ment would be if they refused to come through. 

Would you get that information for us from a policy level? 

Mr. Grorer. Frankly, I do not think that is a question which can 
be answered, Mr. Chairman. 

Mr. PassMan. You are certainly being fair about it. 

Mr. Grorcr. The approach in each case was clear, that this is to 
be a l-year proposition. There is no necessary continuity and no 
additional years. 

Mr. Passman. Mr. George, you do understand that we have to ask 
that question because of the language which you put on page 11 of 
the justifications ? 

Mr. Grorce. Yes, sir. 

Mr. Passman. That is, if it is going to be negotiated, we do not 
know what is going to happen if the negotiations break down. That 
is the reason for asking the question. 

Mr. Grorer. Sir, 1 do not know what sorts of questions can or can- 
not be answered, but I would say the difficulty in answering this one 
would depend upon exactly what was the position of the other coun- 
tries and how much money we had at our disposal and how much 
the other countries were willing to contribute, and you cannot make a 
decision based upon such unknowns which would be unknowns until 
the question is asked. That is about as frank an answer as I could 
give you. 

Mr. Passman. But, this year it is 45 percent of the $1.2 million. 
We hope we can get by with the 45 percent in fiscal 1961. If they 
reduced their total, more funds would be necessary on our part if 
we continue the program ¢ 

Mr. Groree. Of course, if we agreed to a progr: um at that overall 
level and we had to pay half and it was more than $1,350,000. T would 
say, sir, that at the time this is being negotiated we will know how 
much funds, if any, we have to dispose of and this would be an im- 
portant element in the negotiations which obv iously we cannot predict. 

Mr. Passman. Did you say “funds to dispose of ?” 

Mr. Grorcr. Yes; that is, with which to negotiate; that is whatever 
is approved, if anything, by the Congress and then we will know 
for the first time how far we can go and what percentage of the total 
amount. 





566 


REQUIREMENT FOR ADEQUATE JUSTIFICATION OF FUNDS REQUESTED 


Mr. Passman. You are an American and you are a good one and 
you are a good administrative officer. 

Mr. Grorce. Thank you, Mr. Chairman. 

Mr. Passman. You would not want the people on this side of the 
table to make appropriations in the sum of some $80 billion annu: ally 
to run this ever-growing Government without actually having the 
justifications pinned down; would you? 

Mr. Greoree. I think 

Mr. Passman. And, I do not believe you would want us to appro- 
priate money in that amount on anything that is as indefinite and as 
vague as this. 

I am not going to ask the gentleman to answer the question. T do 
not believe you would like for us to do it. I think you would feel a 
little bit shaky if you thought you had a Congress which would favor- 
ably pass on an $80 billion program with as weak justification as has 
been made for this fund. That isthe way I feel. 

I believe the smile on the gentleman’s face indicates he concurs 
with mv thinking? 

Mr. Grorcr. No, sir: that is a big, broad statement and T obviously 
do not want any U.S. money to - ae" without adequate justifica- 
tion. I consider that I can talk about only this NATO matter in 
which I am engaged. 

Mr. Passman. You think you made ample justification for this 
money ¢ 

Mr. Groner. Yes, sir. 

Mr. Passman. You do? 

Mr. Grorce. Yes, sir. 

Mr. Passman. I thank the gentleman. 

Mr. eee Mr. Taber? 

Mr. Taper. I do not see how we can make any Pappropri intion unless 
there is a better justification for it and the need of it than we have at 
the present time. 

Mr. Passman. Well, of course, the witness would not agree with 
vou, Mr. Taber, and neither would he agree with the chairman. 

Mr. Grorcr. No, sit 

Mr. Passman. He said he thought he had made ample justification. 

Mr. Rhodes? 

Mr. Grorcr. May I correct myself? I don’t want to leave that 
impression, Mr. Chairman. 

I would be very happy to get whatever details are possible to be 
votten as to how many fellows are coming from every « ‘ountry, where 
they are going, and what they are doing. 

Mr. Passman. You are going to do that to satisfy the committee. 
Do you want to change your statement that you feel you have made 
adequate justification for the appropriation ? 

Mr. Grorcr. I feel, except for the details which you say you 
need to—— 
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Mr. Passman. Everything is based on detail. It would be blanket 
otherwise. 

Mr. Grorce. That is right, sir. I say that in general terms, which 
I understood the statements to be, I feel that there is a justification. 
I have made a justification for this program and for these funds. I 
would be happy to get as much additional detail as I can get. 

Mr. Passman. The gentleman has a perfect right to feel that he 
has made an adequate justification. The committee does not agree. 

Mr. Rhodes? 

Mr. Ruopes. Mr. George will be back ? 

Mr. Passman. We cannot give consideration to this until we get the 
answers to those questions. 

Mr. Riopres. I have no questions at this time. 

Mr. Passman. Mr. Conte ? 


UNDERDEVELOPED NATO COUNTRIES 


Mr. Contre. Mr. George, this program is strictly for NATO coun- 
tries. Are there any NATO countries that are underdeveloped 
countries ? 

Mr. Grorer. Of the NATO countries, as a matter of fact, Greece, 
Turkey, possibly Portugal, in fact southern Italy are less developed 
than the others. We think of those as being in some sense underde- 
veloped countries. It is easy for us in NATO to talk about countries 
outside of NATO as being unde rdeveloped but in the NATO forum 
it would be improper to talk about some of the members present who 
are equal members with ourselves as being underdeveloped. We have 
looked around for some other term that would get across the same 
meaning but which would not be construed as having a derogatory 
implication, such as lesser developed. Anyway, whatever we call it, 
there are some countries that need more development that are members 
of NATO. 

Mr. Conte. I know this is not going to make you feel good, but I 

think you have been mousetrapped. On pages 1391 and 1417, this 
was discussed last year, but no questions were asked about the appro- 
priation for the special assistance fund. I think you have been Julled 
into a sense of security. 

Mr. Grorcr. I shouldn’t open my mouth, this probably proves. 

Mr. a You have been lulled into a false sense of security. 

Mr. Grorce. I would be happy to answer any question any way, even 
if lam mousetrapped. 

Mr. Passman. Mr. Andrews? 


PREVIOUS YEARS’ FINANCING OF NATO SCIENCE PROGRAM 


Mr. Anprews. Mr. George or Mr. Inspector General, you financed 
this program last year and the year before from your special assist- 
ance fund, is that correct ? 

Mr. Murrny. Last year, Mr. Andrews. The year before the initial 
contribution was made from the President’s contingency fund. 
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Mr. Anprews. This is the first time you have appeared before the 
committee with a request for this line item project ? 

Mr. Murpny. As an appropriation, yes. It was a line item in the 
special assistance justification last year. It was a separate line item, 

Mr. Anprews. Is that the reason you are appearing before this com- 

\ittee this year / 


Mr. Mureuy. No, si 
REASON FOR DIRECT APPROPRIATION 


Mr. Anprews. Where did you decide to stop financing from the 
special projects fund and ask for a direct appropriation for this 
rogram ¢ 

Mr. Murenry. To regularize this item, Mr. Andrews, in the manner 
that all other contributions to the multilateral type programs are 
handled. 

Several of the items you will hear later this week, like the Pales- 
tine refugee program, with a separate appropriation because of a con- 
tribution item, and the Intergovernmental Committee for European 
Migration, are handled as administrative contributions to a multi- 
lateral fund. This falls in that category. It was moved over to be 
treated in the same fashion. 

Mr. Anprews. That is all. 


CLASSIFICATION OF PROGRAM AS TECHNICAL AID 


Mr. Passman. Mr. Inspector General, could this be termed a tech- 
nical aid program / 

Mr. Mureny. In a manner of speaking it could, Mr. Chairman. 
Science is certainly a technical field. 

Mr. Passman. Do you have anything similar under any of the 
many technical aid programs that we are in and into which we are 

getting? 

Mr. Mureny. I would say the word “similar,” yes, in answer to 
that, Mr. Chairman. I would say that probably under the technical 
cooperation program or the UN technical cooperation program we 
would probably find similarity, at least to the extent that there were 
endeavors in the field of science. I do not think we would find them 
as advanced as these items here, which are in the more developed 
countries. 


COMPARISON OF NATO SCIENCE TO ATOMS FOR PEACE PROGRAM 


Mr. Passman. How about atomic energy training? 

Mr. Murrpny. Atomic energy training is provided for under the 
atoms for peace program and under the technical assistance program, 
too. 

Mr. Passaan. You would not say this is more complicated or more 
important than the atoms for peace program ; would you ¢ 
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Mr. Murrny. I hesitate to use the comparative, Mr. Chairman, but 
I would say that the kind of training given in some respects under the 
atoms for peace program, for ex umple, on use of research reactors in 
the field of medicine, et cetera, may in many instances be less ad- 
vanced than the kind of a clue that is contemplated here under this 
pre Oram. 

Mr. Passwan. Here is what Mr. Van Dyke said last year, at page 


1415 of the hearings: 


Mr. PAssMAN. Why is it necessary to give cash contributions to the three 


programs ? 

Mr. VAN DyKe. The money is largely spent for personal services. There is very 
little in the way of goods provided here. 

ou m: ike to hi a look : s testimo on personal services. 

You may like to have a look at this testimony on personal servi 
Continuing : 

Mr. PASSMAN. Again, it is a sort of technical aid program, but not under the 
technical aid request. 

Mr. Van Dyke. We cannot put this under technical cooperation because the 
technical cooperation account is legally available only for underdeveloped areas. 


Mr. Mcrenuy. That is correct. 


EXPANSION OF TECHNICAL AID PROGRAM TO ADVANCE OF NATIONS 


Mr, Passman. So it looks like we are starting technical aid pro- 


grams low in some of the advanced nations, and we are using the 
technicality of the law to start Technical Aid Programs in nations 
that are not underdeveloped. This is really becoming complicated. I 
hope that we can agree before this year is over not to start branching 
out in every direction. 

We shall await the information requested on this particular pro- 
OTaln., 

We know that you will do your very best to give us the informa- 
tion which we are going to ha ive to receive in order to make any 
onmendation on this particular item, 


CONSOLIDATION OF DEVELOPMENT ASSISTANCE INTO SPECIAL ASSISTANCE 
ACCOUNT 


Several years ago you had an appropriation known as development 
assistance. It is, I believe, about 4 years since we have had that item. 

Mr. Murptry. Yes. 

Mr. Passman. About 4 years since we have had any such item in 
the appropriation. 

Nevertheless, you still have under “deve lopme nt assistance,” or did 
have last June 30, $97,768,490.75. Iam sure it was just an oversight 
on the part of the bookkeeper down at the Department. They threw 
this in with “special assistance,” and it just happened that even 
though it was several years ago, I had a vague recollection of that 
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appropriation being under “special assistance.” Now, we are again 
separating it so that the committee may know the tremendous amount 
of money that is still carried, as of June 30, 1959, and we shall find 
out how much as of June 30, 1960, in this “special assistance.” I hope 
that we shall be able to develop as we go along, with the assistance 
of our inspector general, that this, or a L lot of it, may eventually be 
deobligated and become available for a new appropriation, because 
that item is getting a little bit old. 

Mr. Murriy. May I comment on that, Mr. Chairman / 

Mr. Passman. Yes, you may. 

Mr. Mereuy. I am concerned about the implication of your state- 
ment. 

Mr. Passman. What implication / 

Mr. Murenuy. That the bookkeepers—I forget exactly how you put 
it, but I am afraid the implication was one which indicated that we 
in the development of our tables here had attempted to conceal an 
item from the view of the committee and I would not like that kind 
of impression to be formed. The reason why this development as- 
sistance item was consolidated with the special assistance item on the 
table which we prepared for you is because in the preparation of the 
President’s budget and the material that underlies it, the Bureau of 
the Budget has a procedure for the handling of what they call “com- 
parative transfers.” I would like to assure the chairman that the 
manner in which we handled that was exactly in accordance with the 
Bureau's instruction and we are happy to give any additional detail 
the committee would like on the subject but under no circumstances 
would I like you to believe that we attempted in any way to conceal 
the item from ig view. 

Mr. Passman. I do not think the gentleman attempted to conceal 
it. I think the gentleman did conceal it, and the record speaks for 
itself, that you did consolidate the development assistance into the 
“special assistance” unexpended account. 

Mr. Murpny. That is right, in accordance with standard—— 

Mr. Passman. In previous years it was originally made as a sepa- 

rate line item appropriation and stood separate and apart. from the 
other items. 

Mr. Mcureny. That is correct. 

Mr. Passman. This year it is consolidated with the “special : 
sistance,” and the only way this committee would know the mt 
that you had available unexpended, though obligated in development 
assistance, would be to ask the gentleman to break it apart. Am I 
correct in that ? 

Mr. Mureny. That is correct. 

Mr. Passman. Let the record speak for itself. We are not trying 
to indicate any dishonesty. I do not like that word, but nevertheless 
the record speaks for itself. So let those who read the record reach 
their own conclusions as to what happened. 
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UNITED NATIONS RELIEF AND WORKS AGENCY FOR 
PALESTINE REFUGEES 


WITNESSES 


JAMES M. LUDLOW, UNITED NATIONS ADVISER TO THE BUREAU 
OF NEAR EASTERN AND SOUTH ASIAN AFFAIRS, DEPARTMENT 
OF STATE 

JOHN E. MURPHY, INSPECTOR GENERAL AND COMPTROLLER, 
MUTUAL SECURITY 


Mr. Passman. The next item that the committee will consider is 
the Palestine Refugee Program. We have with us Mr. James M. 
Ludlow, U.N. adviser to the Bureau of Near Eastern and South Asian 
Affairs, Department of State. 

Mr. Ludlow, do you have a statement to make to the committee? 

Mr. Luptow. I do, sir. 

Mr. PassmMan. You may proceed in your own way, sir. 

Mr. Luptow. Thank you, sir. 


GENERAL STATEMENT 


Mr. Chairman and members of the committee, it is my honor and 
pleasure to appear before you today in support of the administration’s 
request for an appropr iation of $18.5 million in new money and a re- 
appropriation of $6.5 million in unused funds toward the care and 
welfare of the Palestine refugees during fiscal year 1961. At the out- 
set, however, may I review the genesis of the Palestine refugee prob- 
lem, the present unhappy conditions in which the refugees live, and 
the bleak future which appears to lie ahead for them. 

Asa result of the Arab-Israel conflict of 1948, approximately three- 
quarters of a million Palestinians fled or left voluntarily what is now 
Israel and took refuge in the surrounding Arab countries. Today, 12 
years later, there are over 1 million refugees. Despite the generous 
expenditure by the United States alone of well over $200 million, and 
persistent efforts at a solution of the problem, it remains with us asa 
major international and human problem. 

Mr. Chairman and members of the committee, if money alone could 
solve the Palestine refugee problem, the generosity of the Congress 
and the people of America might long ago have provided such a solu 
tion. The fact is, however, that despite the earnest efforts of the 
United States and other contributing members of the United Nations, 
and despite the tremendous humanitarian appeal which the plight 
of the refugees rightly has, the Palestine refugees are caught in a 
political deadlock. This deadlock is caused by the fact that the 
states immediately concerned have not taken the necessary steps in 
the interest of peace and stability in the area and on behalf of the 
refugees to work out—either within or without the framework of the 
United Nations—the ultimate solution of this humanitarian problem. 
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The plain facts are that despite the United Nations resolution of 
December 11, 1948, which held that those refugees who wished to 
return to their homes and live in peace with their neighbors should be 
permitted to do so within the earliest feasible time, or be compen- 
sated; despite the reiteration of subsequent General Assemblies that 
this option should be granted to the refugees, Israel lias not been 
pre pared to take steps le ading to the possible implementation of that 
right. The Arab States, for their part, are not prepared to take 
steps, however beneficial to the peace of the area or the economies 
of their own countries, which would in any way appear to prejudice 
the right of the refugee to repatriation or compensation. The peace- 
ful imple mentation of this option is something which Israel and the 
Arab host governments primarily must assure. 

The role of the United States must continue to be that of assisting 
them through the United Nations toward the resolution of this prob- 
lem. There is no apparent alternative to continued We ‘rest on our 
part in this problem. It is a matter of international humanitarian 
concern that over 1 million victims of this political deadlock must be 
fed and clothed, and, as nearly as possible, educated and otherwise 
prepared for that date—however far off—when they may become 
self-reliant. It is also a matter of national self-interest on our part 
to help insure, through our contributions to the Palestine refugee 
program, the maintenance of the stability and security of the area. 
The collapse of international assistance to the refugees would po 
a problem of the utmost danger to the area, most particularly to 
Jordan, which is host to over half of the refugee population. 

The administration proposes that the Congress appropriate $18.5 
million in new money, and reappropriate $6.5 million in unused funds, 
making a total of $25 million against which the United States may be 
able to pledge a contribution through the United Nations for the con- 
tinued care of the refugees. The $6.5 million represents an ace ‘umula- 
tion over the last 2 fiscal years of funds which Congress appropriated 
but which could not be used because of the limitation imposed in 
section 407 of the Mutual Security Act, namely: that a specific per- 
centage should be available solely for the purposes of repatriation 
or resettlement. 

The administration earnestly requests that the earmarking of funds 
specifically for repatriation or resettlement not be included in legis- 
lation this year. The reasons, briefly, are two: In the first place, if 
Congress appropriates the new money and reappropriates the unused 
funds as requested, an earmarking of any percentage of the $25 mil- 
lion will almost inevitably mean that the U.S. delegation at the ne xt 
General Assembly will have to pledge less than it has for the past ' 
years. At the last General Assembly. we were able to pledge 393 
million to the United Nations Relief f and Works Agency for Palestine 
Refugees in the Near East (UNRWA) because, despite the 10 per- 
cent limitation, there was a sufficient amount of prior year unobligated 
funds reappropriated for fiscal year 1960 to permit us to make up the 
amount needed to match our pledges of the previous years. 

Mr. Chairman and members of the committee, if we were at all hope- 
ful that contributions from other members of the U ied Nations 
would be such as to meet UNRW=A’s requirements during fiscal year 
1961, we would feel that a reduction in our pledge might be warranted. 
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No such prospect of increased international contributions exists and 
if the United States reduces its pledge, the Agency, despite its re- 
markable efforts, will have to curtail even more of its vital activities 
than it may have to curtail during the present fiscal year. 

The second reason for requesting that there be no earmarking of 
funds for repatriation or resettlement is that this earmarking has 
not produced the desired results and is not likely to. There is no 
immediate prospect that any Arab host government will cooperate in 
the use of funds so earmarked because of a fear that to do so would 
prejudice the refugees’ right for repatriation or compensation. 

I can assure you, gentlemen, that without the earmarking of funds 
we shall persist with the parties directly concerned tow: ard the end 
that there may be a permanent solution of the refugee problem, In 
the meantime, however, it remains imperative that at least the mini- 
mal needs for the feeding, housing, ¢ lothing, health and education of 
the refugees shall continue. As has been the practice in the past, the 
U.S. contribution to the operations of UNRWA will continue to be 
limited to no more than 70 percent of the total contributions from 
all international sources toward the cost of the relief and rehabili- 
tation programs. ‘These programs, I assure you, are indeed most 
austere. The basic daily ration has not increased above 1,600 calories 
in the winter, and 1,500 calories in summer. Special additional ra- 
tions are made available to the sick, to children, and to pregnant 
women. It is indeed a credit to the extraordinary efficiency of the 
Agency that the cost of food and care of a refugee averages only 
about 7 cents a day. Sheiter has over the years improved to the point 
that the Agency was able to predict that by the end of December 
1959 refugees would no longer be living in tents. 

The Agency, Mr. Chairman, assured me yesterday that there are 
no longer any tents in any of the camps under their jurisdiction. 

An absolutely essential element of the Agency’s activities, how- 
ever, is not that of food and shelter, but education and vocational 
training. Aside from the sought-for political steps on the part of 
the interested governments, the only hope for the future welfare of 
the Palestine refugee lies in his being prepared for some ultimate 
useful occupation. The Agency has been remarkably successful, 
through its vocational training programs, in placing students who go 
through these schools. Admittedly, the number has been pathetically 
small. However, if the funds are not available even for this small 
but constructive effort, the schools may have to be closed—since, 

clearly, food and shelter must have priority. 

In the light of these considerations, Mr. Chairman and members 
of the committee, and in the light of the fact that we know, because 
of the anticipated increase in refugees, the Agency's budget must be 
larger than ever before, it is most important that the U nited States 
be ina position to pledge its contribution of up to $25 million. Thus, 
we can continue to manifest our humanitarian interest in the plight 
of the Palestine refugee. Thus we can be in a position to provide 
funds to help the Agenc ‘y continue its dedicated and outstanding work 
on behalf of these unh: appy people during fiscal year 1961. 
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NUMBER OF REFUGEES INCREASING 


Mr. Passman. Thank you, Mr. Ludlow. During my 14 years in the 
Congress, 1 do not know of anything that has brought as much sad- 
ness to my heart as to visit these refugee centers in Jordan and in 
Lebanon. I do not think that our leaders should be proud of the 
part that we play in letting this drag on into almost a generation, 
‘These camps have become homes to a great many of these people, 
and you are rearing a generation in refugee camps. The number 
is rem: uning about the same, or ine reasing : is itnot ? 

Mr. Luptow. It is increasing, actually. 

Mr. PassmMan. Slightly / 

Mr. Luptow. Yes, sir. 

Mr. PassmMan. It is up 262,000. That is over a period of about 12 
mr 14 years, 

Mr. Luptow. Yes, sir. 


SEMI-PERMANENT SHELTER AVAILABLE 


Mr. Passman. So there is a slight increase. If we go to page 5 of 
your statement, this is indeed shocking and discouraging, not over 
the fact that they have shelter, but the further proof that this shall 
be the permanent home of these refugees; and those of us who have 
visited that part of the country and are familiar with it know that 
this is going to be a permanent home, and we are not doing much to 
alleviate it other than possibly to meet occasionally and express sorrow, 
You say, “Shelter has over the years improved to the point that the 
agency was able to predict that by the end of December 1959, refugees 
would no longer be living in tents,’ which means that now a semi- 
permanent structure is available? 

Mr. Luptow. Yes, sir. 


PROGRESS IN MEETING PROBLEM 


Mr. Passman. I hope the gentleman may have a word of encourage- 
ment to the committee this morning. What is being done, if anything, 
of a permanent nature to improve this situation and to relocate these 
refugees / 

Mr. Luptow. I would be glad to, Mr. Chairman. 

I think that the first way to answer your question is to point out 
that the genuine and continuing efforts are not the most obvious 
efforts. I said at the outset that the primary responsibility for this 
problem rests with the political deadlock; that is, the Governments of 
Israel and the Arab host Governments and obviously so long as there 
is this deadlock, there is only one means of getting at a solution and 
that is by the continued pressure of persuasion. You obviously can- 
not use force and force would be no solution. Therefore, you have 
to resort to a persistent, and I can assure you it is a persistent, and 
continuing, quiet effort, with both sides of this problem, to try and 
eet them to see that it is in their own self-interest and the interests 
of the peace and security of the area that they do something about 
this. 
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There are certain preconditions, actually, which are in effect neces- 
sary in order to achieve progress or to persuade the parties themselves 
that this desirable result actually may be achieved. There has got 
to be a longer period of basic tranquility in relationships between 
Israel and the Arab States if you are to hope that they will begin to 
think on both sides of the line in terms of any sort of satisfactory 
solution. 

Mr. Passman. You are not going to transfer the present refugees out 
of there. You are going to transfer their offspring some years hence. 
Is that not just about the answer? 

Mr. Luptow. That may very well be it, sir. I would not deny it. 

Mr. Passman. Your statement, factual as it may be, is not as encour- 
aging as we heard 5 or 6 year's ago. 

Mr. Luptow. I would not want to delude you as to the enormity of 
the problem. 

Mr. PassMan. It does not look encouraging ? 

Mr. Luptow. That is right. 


DEPLORABLE LIVING CONDITIONS 


Mr. Passman. I do not think we are explaining to these people just 
what they are confronted with. I was in Jordan 3 or 4 years ago. 

We saw how those people are living. We keep our ‘pigs in better 
pens than those people live in. You know that is true. Some were 
starving to death. They had pens, with rotted tarpaulins over them, 

where in one there was a pregnant woman weighing 90 pounds and 
maybe her husband weighing 85 pounds, dying of TB; all of them in 
the same pen. It is disgraceful. I think you will agree that I am 
making a statement of fact. Something should be done about it. We 
talk about ourselves as great humanitarians to the extent that the one 
program before you calls for in excess of $4,175 million, for mutual 
security, so L am wondering why this situation could not be handled 
successfully. 

We should go in there and tell those people that there is no plan 
other than conversation to get them out of there. They should face 
up to the cold reality of life and face up to the situation. There they 
are, Increasing by over 25 percent in the population, mainly by births. 
Isn't that true? 

Mr. Luptow. Yes, sir. 

Mr, Passman. 1 would like to know why we do not face reality and 
tell the people, * You have nothing to look forward to here. We want 
tomove you here.” I am expressing sympathy. I did not have a very 


pleasant day after viewing what I did. You are familiar with that 
situation, 


Mr. Luprow. Yes, I am. 


Mr, Passman. I have no quarrel with the appropriation, providing 
we do not establish too much is being spent in the administrative 
end of it. Do you want to comment before we get into this? 


RELOCATION OF REFUGEES NECESSARY 


Mr. Luptow. The question of relocation of refugees obviously is 
something which is going to be necessary and desirable, cert: ainly as 
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far as Jordan is concerned. For example, its economy can’t really 
sustain what it has got right now, let alone to take on all of the 
refugees. 

The Gaza strip is totally unviable economically from the point of 
view of being able to maintain these refugees. But, when you talk 
in terms of relocation without the refugee himself having what he 
considers to be his inalienable right of option, he is not going to ae- 
cept relocation willingly. He may in the long run, but the real truth 
of the matter is that as of now, and as of from the time that this prob- 
lem came about, he is convinced that he has a right to return to his 
home, or to be compensated. Now, he has no prospect of the right of 
option at the present time and he has only the limited promises which 
we have been able to give in various statements in the past as to what 
might be compensation. So, you are right when you say that the | 
prospect is dim. There isn’t any question about it. But, from the | 
point of view of being able to accomplish much as far as we, the 
United States, are concerned, sir, I feel that it basically is a matter 
of a continuing effort with pressure on the parties themselves, and of 
publicly ts aking the lead in seeing to it that the refugees are sustained 
and taken care of as best as can be done. 

Mr. Passman. When one of them walks you out on a hill and says, 
“This ismy home. I don’t want to receive you here; I want to receive 
you in my home, and am I going to get it back,” it makes you wonder 
why you ever went out. 

You are going to be dealing with offspring rather than original 
refugees within a very short time. 

Is that not true? 


FIFTY PERCENT OF REFUGEES UNDER SIXTEEN 


Mr. Luptow. As a matter of fact, right now, sir, about 50 percent 
of all of the refugees are under 15 years of age. 
They are increasing at the rate of 30,000 a year, 


Mr. Passman. And with lower standards, the more prolific a race | 


becomes. 
Mr. Luptow. You are up against the situation where from now 0 


the prospects of employment are virtually nil for 30,000 peopl + 


year, 
' Mr. Passman. Over 50 percent are under 16. What percent is 
born in refugee camps? Do you have figures? 

Mr. Luprow. Not offhand. We could get them for you. 

Mr. Passman. It would be almost the same figure you gave here. 


— 


Mr. Luptow. What is important when you talk about births in th 


camps, is that you bear in mind that only about 40 percent. of te 


refugees are incamps. The rest just live out in the countryside. 
Mr. Passman. Floating around? 
Mr. Luprtow. Yes, sir. 
Mr. Passman. Mr. Conte? 


RETURN OF REFUGEES TO ISRAEL 


Mr. Conte. In regard to reestablishing these people, the Israeliat 
Stiute has agreed to take them back, have thev not 4 


Mr. LupLow. No, sir. 
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Mr. Conre. I thought that was one of their major complaints when 
they were seeking their independence, that they wanted to take the 
refugees back ¢ 

Mr. Luptow. No, sir. They have not agreed to take the refugees 
back. 

What Israel has done is that over the period of years they have 
taken back some unspecified number of Arab refugees in cases where 
it Was a matter of, as nearly as possible, reuniting families, where 
some of the Arab refugees were still over in Isr: ael. In those cases 
there have been Arab refugees that have gone back to Israel. Israel 
does take care of those Arabs ee in Israel now. 

Mr. Conve. In other words, Israel has a quota system / 

Mr. Luptow. Israel has no quota system. It 1s.not a question of 
quota at all. They just do not bring them back except in this particu- 
lar category of refugee where he says, “I have got a family on the 
other side.” 

Mr. Contr. This is a quota system. These people want to go back 
to their homeland and they won't allow them to go back. 

Mr. Luptow. If you mean by a quota system, “nobody goes back,” 
I would agree with you. 

Mr. Contr. You say they do allow a certain few to reunite with 
their family. That is where I get the word “quota. 

Mr. Luptow. Yes. 


FUNDS FOR ARAB REFUGEES 


Mr. Conrr. Last year on the floor I sponsored an amendment, 
which was adopted, to provide for $10 million for refugee relief for 
this year. Isn’t this part of the program ¢ 

Mr. Luptow. No, sir. The $10 million, as you will recall, was au- 
thorized but not appropriated. The U.S. Government has not con- 
tributed anything specifically for the Arab refugees during this 
World Refugee Year, because of the fact that the $23 million whieh 
we were in a position to pledge we will be able to contribute. On a 
matching basis we will have enough from other international sources 
at the end of this year, so that there are no available funds out of 
what would normally be assigned for Arab refugees that could be 
considered part of the World Refugee Year. 

Mr. Passman. The committee will recess until tomorrow morning 
al 10 o'cloek. 


WepneEspay, Marcu 23, 1960. 


Mr. Passman. The committee will come to order 

When the committee recessed yesterday we were considering the 
request for the Palestine refugee program. Mr, Ludlow had finished 
us statement and we were engaged in the detailed questioning and 
dise ‘ussion. 
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PROGRESS IN ALLEVIATION OF REFUGEE PROBLEM 


Mr. Ludlow, what is the current situation as to what the UNRWA 
is doing to improve this refugee problem? Could you pinpoint for 
us just what has been accomplished to alleviate this condition since 
your appearance before the committee last year? 

Mr. Luptow. Very little in excess of what occurred last year, sir, 
The mandate of the Agency which was due to expire June 30 of this 
year was extended by the last U.N. General Assembly which was last 
November. It was the unanimous decision of the members of the 
General Assembly that there actually was no alternative to the exten- 
sion of UNRWA under the circumstances. However, we were able 
in the resolution which was adopted to point up a number of little 
problems, perhaps, but very genuine ones. 

The first was the question of the rectification of the rolls of the 
refugees which definitely do need rectifying. This is presently under | 
very earnest consideration by the UNRW.A director and his staff. 

Second was the regularization of the Agency’s status with the 
various Arab host governments. There have been, over a number of 
years, considerable difficulties with regard to the movement of inter- 
national personnel, personnel connected with UNRWA, and _ the 
UNRWA felt quite rightly this should be corrected. 

There was also a renewed call to the Palestine Conciliation Com- 
mission to see what could be done further on the subject of granting 
the refugees the right of repatriation, or compensation. 

Fin: ally the Agene y’s mandate was renewed for 3 years, but there is 
to be a review of the activities of the Agency and its effectiveness 
the vear after next. 

This is admitted] V small progress, but IT think what is important 
to bear in mind is that the vote was unanimous, and in its unanimity 
made quite clear, both to Israel and to the Arab States, the necessity 
of trying to take corrective measures for the evils that did exist, and 
to take another very serious look at the question of repatriation or 
compensation. 

Mr. Passman. It had been made clear before though; had it not! | 

Mr. Luptow. Oh, yes. 

Mr. Passman. The Committee met and voted to extend the life 
of the Organization ? 

Mr. Lvptow. With the addition of the three particular points whieh 
I stressed. 

Mr. Passman. Still you are dealing almost entirely with conver: 
sation, and no real accomplishments ? 

Mr. Luptow. Very little. 

Mr. Passman. Yousay “very little.” Pinpoint the “little.” 

Mr. Luptow. I would say the pinpointing is in the necessity of 
trying to get at this particular problem. 

Mr. Passman. Again it is conversation. There have been no steps 
taken to correct it so far as repatriation of the individual is concerned. 

Mr. Lvprow. You will never be able to do anything unless you have 
the cooperation of the Arab host governments. ; 

Mr. Passman. It is still conversation. 

Mr. Luptow. That is right. 
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Mr. PassMan. There is not a thing in the world we can pinpoint that 
will indicate there has been any relief given to the individuals who 
are Waiting there for some consideration? 

Mr. Luptow. Nothing beyond relief. 


LONGEVITY OF CAMPS 


Mr. Passman. How long have the camps been in Jordan, the Gaza 
strip, and Lebanon ¢ 

Mr. Luptow. UNRWA came into existence in May 1950. Some of 
the camps actually existed before that time. 

Mr. Passman. It goes back to shortly after World War IT. 

Mr. Luptow. It goes back to 1948. 

Mr. Anprews. When the State of Israel came into being? 

Mr. Luptow. Yes. 


MEANS AND EFFORT TOWARD SECURING SETTLEMENT 


Mr. Passman. Is it not about time we face this matter realistically ? 
Where can we get serious about this matter? Should it be in the 
Congress, the State Department, or the United Nations? I am thor- 
oughly convinced we are not doing a thing about it. I think we are 
misleading those people, and I think in the end we are going to pay 
a terrific price in prestige by continuing to dillydally. Do you think 
you could suggest any place where corrective measures should start, 
other than in this board which meets and agrees nothing can be done 
but to offer sympathy and extend the life of the organization 4 

Mr. Luprtow. Mr. Chairman, may I with your indulgence point 
out in the first place I do not accept the idea that the State Depart- 
ment has not tried over the years. I am sure you really did not 
mean to imply that. Then there is the point that I tried to make 
yesterday in my testimony, perhaps ineffectively. You have no means 
of forcing a settlement. There is no w: ay of forcing a settlement ex- 
cept through diplomatic pressure and negotiation. This, sir, I can 
assure you we have been doing over the years. I personally have been 
sociated with this problem ever since 1951, and I can give you my 
word of honor this is exactly what we have been trying to do as con- 
sistently and as rapidly as we possibly could. You cannot really 
press the parti les 

Mr. Passman. Why not ? 

Mr. Luptow. Excuse me if I continue. You cannot really press 

he parties where, for example, pressure would actually be counter 
Slee 

Mr. Passmwan. What do you mean by “counterproductive” ? 

Mr. Leptow. You can press a government to a point where they 
will say, “We are just not going to ‘listen.” | 

Mr. Passman. If I may interject, you could say, “All right. it Is 
your problem and you take over. Good day. It was nice meeting you. 
And you can cut off the appropriation, 

Mr. Leptow. You could do that, but as I tried to point out, telling 
these countries, particularly the Arab host governments they should 
take over the problem or the appropriations are going to be cut off, 
is simply going to mean the refugees are going to start mov ing, and 
moving toward Israel and that will involve bloodsh ed. 
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RESPONSIBILITY OF ARAB TLOST NATIONS 


Mr, Anprews. Mr. Ludlow, you keep referring to “they,” and 
“these countries.” What responsibility is there on the part of ~ 
Arab host nations? Whose responsibility is it? Is it a plural, 

a singular responsibility? Spell it out here on the record. 

Mr. Luptow. It is definitely a plural responsibility. 

Mr. Anprews. What responsibility do the Arab host nations have? 

Mr. Luptow. The Arab host nations have not only a responsibility 
for a certain portion of taking care of refugees; for example, the 
actual supply 


RESPONSIBILITY FOR CREATION OF SITUATION 


Mr. Anprews. I do not mean the actual care for them. I am talk- 
ing about the problem that created the situation that exists today. 
What part did the Arab host nations play in creating the pathetic 
situation that exists today ? 

Mr. Luprow. I would say, if you want to go back to the actual 
beginnings— 

Mr. Anprews. That is what I would like to have on the record. 

Mr. Luptow. The Arab host governments, as a matter of fact all 
the Arab governments resisted from the day of the adoption of the 
partition plan the idea of the implementation of a partition plan. 

Mr. Anprews. They opposed the expulsion of those refugees from 
Palestine ? 

Mr. Luptow. They opposed the creation of the State of Israel to 
begin with, and they opposed the idea of having to take care of the 
refugees because they felt the refugees should go back to Israel, and 
they “still feel that w: ay, and too frequently they still will insist upon 
that publicly. 

Mr. Anprews. Then you cannot say they are responsible for the 
situation that exists today: namely the presence of those refugees in 
their country ? 

Mr. eer They are partly responsible, there is no question about 
that. Israel is responsible also to some extent. They resist the 
idea of trying to give the refugee any sort of option as to where he 
is going to go, or what sort of future he is going to have. 


ISRAELI AGREEMENT WITH REFUGEES 


Mr. Anprews. What sort of agreement did the Israeli Govern- 
ment have with these people ? 

Mr. Luptow. The Israeli Government las never made an agree- 
ment and is not about to give one at this time. 

Mr. Anprews. There was an U.N. agreement either to compensate 
them for the land taken, or repatriate them back to Israel. 

Mr. Luptow. What is now Israel. 


NATIONS RESPONSIBLE FOR COMPENSATION TO REFUGEES 


Mr. Anprews. Whose responsibility is it to pay them for the 
land? 
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Mr. Luptrow. Well, there would have to be, quite frankly, an inter- 
national contribution whenever that day might come because Israel 
itself could not pay it. It does not have the resources without inter- 
national assistance. 

Mr. Anprews. I saw a motion picture downtown recently, a 50- 
minute film, showing the progress made in the State of Israel, mostly 
with our money. 

Mr. Luptow. Yes. 


CONTINUATION OF U.S. AID TO ISRAEL 


Mr. An~prews. Why should we continue to give Israel money when 
they refuse to live up to their moral responsibility to those unfortu- 
nate refugees ? 

Mr. Luptow. My reply would rest in the general context of the 
necessity of seeing to it that, as nearly as possible: (1) the stability 
of the area is maintained, and (2) the countries develop as reason- 
ably fast as they can so the day may come when we will not have to 
support them. 

POPULATION PROBLEM IN ISRAEL 


Mr. Passmax. In that connection, you have a population problem 
is Israel. 

Mr. Luptow. Yes. 

Mr. Passman. That has to be contended with. 

Mr. Luptow. In fairness to Israel, any repatriation of Arab refu- 
gees would constitute a very serious security problem. You would 
have a terrific internal problem. 


INCREASE IN NUMBER OF REFUGEES 


Mr. Passman. The original number of refugees was 750,000. 

Mr. Luptow. Approximately that. 

Mr. Passman. The refugee population has increased to 1,012,000 
now. 

Mr. Luptow. Yes. 

Mr. Passman. And 50 percent of the refugees are under the age 
of 16. 

Mr. Luptow. I gave you that figure yesterday. I believe Mr. 
Palmer says it was slightly higher. 

Mr. Pater. 56.6 percent are under the age of 19. 

Mr. Passman. You used the figure of 16 years of age yesterday. 

Mr. Luptow. I think the figure roughly speaking is 50 percent 
under age 16. 

Mr. Passman. Let us pin itdown. The House is not going to let us 
guess about these things any more. 

Mr. Pater. Yes. 

Mr. Passman. Am I correct, that 50 percent of the population is 
16 years of age and under? 

Mr. Parmer. Yes. 

TOTAL COMPENSATION COST 


Mr. Anprews. May I ask another question at this point? How 
much would it cost to pay these people if they would accept the 
money / 
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Mr. Luptow. The total compensation, sir? 

Mr. Anprews. Yes. 

Mr. Luptow. The last U.N. estimate, which was strictly prelimi- 
nary, was somewhere in the neighborhood of $450 million to $500 
million. 

Mr. Anprews. Was that the estimated value of those peoples’ prop- 
erty that was taken from them and for which they have never received 
one thin dime? 


Mr. Luptow. That is right. 

Mr. Anprews. You do not think they would accept money? They 
would insist on being repatriated back to Israel 4 

Mr. Leptow. No, sir. I feel if the Arab refugees are given the 
option, very many of them—TI would assume actually the large major- 
ity—would accept compensation rather than repatriation. 

Mr. Passman. We are dealing with a policy question, but this com- 
mittee represents 180 million Americans. Weare spending the money. 
This money ismade by the sweat of the brow. 

Mr. Luptow. Including mine. 


TOTAL U.S. CONTRIBUTION 


Mr. Passman. And we should give the same consideration to spend- 

ing the peoples’ money as our personal money. And even though it 

a policy question certain things must be understood because I do 

not think the American people will tolerate a continuation of a we 
ation such as vou have in that part of the world. 

To date the United States has contributed $203 million for this 
program, and you are requesting an additional $18.5 million for the 
fiscal year 1961, and there is no improvement in the situation, but the 
population is growing. 

Mr. Murrny. I want to be sure you understand that the $18.5 mil- 
lion is the request for new funds, but for 1961 we are also hoping 
there will be a carryover of $6.5 million, and the restrictions that are 
presently on the use of that would be removed so that in fact in 1961 
the total application could again be $25 million. 

Mr. Passman. I trust it will not be removed, but if it is, that is still 
policy. I think the time has come to meet this matter head on. Let 
us see if this committee cannot establish something that will justify 

little more action. You cannot justify this problem indefinitely. 


INCREASED FINANCIAL AND POLITICAL DEMANDS ON UNITED STATES 


Would you expand on the statement on page 13, that “increasing 
financial and political demands on the United States may be 
expected” ? 

Mr. Luptow. I can. 

Mr. Passman. Is it true that the amount of money requested for 
the program will have to be increased unless this problem is solved? 

Mr. Lupiow. Yes. 

Mr. Passman. I want to state again for the record IT am very much 
in sympathy with the individuals. 

Mr. Anprews. Could I make a statement? T think if this payment 
could be made for around $500 million, the best way that $500 million 
of the $700 million requested for the Development Loan Fund could 
be used right at this spot. 
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U.S. RESPONSIBILITY 


I think we owe an obligation to those unfortunate people. This 
country was more responsible than any other for what happened over 
there. 

REQUIREMENTS TO BREAK DEADLOCK 


Mr. Luptow. I feel we have tried to do as much as we can. Could 
I just point out if anything is to be done to break this political dead- 
lock, which is the crux to the solution of the problem, three things are 
required. 

The first is there has to be some protracted political tr: mnquillity 
between Israel and the surrounding Arab States.. This is at best a 
very spotty thing. 

The second thing is that there must be a degree of tranquillity 
among the Arab States because so long as you have a situation where 
the Arab States themselves actually distrust one another—as is un 
fort unately manifest right now—you cannot get any Arab State t 

rive any conscientious consideration to this particular problem. 

~ The third consideration is that the countries themse ee must a ive 
some sort of prospect that they are going to have U.N. and U 
terest in the necessary substantial political and economic ee 
which will help them in actually settling the problem, first, of ac 
tually effecting what repatriation there might be, and second, thi 
payment of compensation and the resettlement of those refugees that 
choose not to be repatriated. 

This is the sort of thing we are well aware of, and we are working 
at it, but you can only do it in the context of quiet, continuing pressure, 
and, as far as the U.N. is concerned, in terms of the U.N. making it 
abundantly clear that it feels that these steps must be taken, and the 
sooner the better. 

- Passman. Here you are with a program that is 12 years old. 
Th » popul: ation is increasing. The contribution by the United States 
is vomnge to increase. So far as the tr: ere is concerned that you 
refer to between the Arab States and Israel, it is growing worse and 
ot better. That is obvious to any person ae goes there and keeps 
up with this situation. 

Israel has not moved. They have not submitted any alternative to 
this plan, have they ? 


ISRAEL PROPOSAL TO PAY COMPENSATION 


Mr. Luptow. They have proposed that an arrangement be worked 
out for the payment of compensation. They have not accepted the 
idea of repatriation. 

Mr. Passman. How about the compensation proposal? How far 
has that advanced ? 

Mr. Luptow. As far as compensation is concerned, this is under 
the jurisdiction of the Palestine Conciliation Commission. Over 
the years they have been in the process of the actual identification 
of Arab properties left in Israel. The identification of property is 
how complete. - he evaluation of the property has been made roughly, 


as I indicated, but a specific evaluation will be completed sometime 
by next year. 
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Mr. Passman. How long has the study been underway 4 
Mr. Luptow. It has taken them, roughly speaking, 7 years because 
there are a tremendous number of documents to go through. It is 
amazing. 
SUPPORT PAYMENTS REMOVE PRESSURES TO SETTLE 


Mr. Ruoprs. The gentleman made a very important statement 
a few minutes ago. One thing he said that particularly impressed 
me concerned keeping constant pressure on these countries to settle 
their problem. The thing that bothers me about this is the fact that 
the payments for the support of the refugees are made by the U.N, 
and this country and that effectively removes all pressure from these 


countries to eflect a settlement. I> would like to hear from you on 
that point. 


Mr. Luptow. It has to a certain extent that effect. It is not true, 
however, to say that it removes the total element of pressure because 
we are after them, I can assure you of that. 

Mr. Ruopes. Do you have any weapons? Are you after them with 
a willow stick, or do you havea ‘club? 


Mr. Luptow. As I thought I said earlier, but I will repeat, you can- 


not use a club on these people unless you really want to have thorough- 
going turmoil in the area. 


Mr. Passman. Could it be made any worse than it already is? 
Mr. Luptow. Oh, yes, very definitely. 


Mr. Passman. It looks as if this will be going on a long time after 
Tam 10 feet under ground. 


Mr. Lupiow. It will. 
JUSTIFICATION MATERIAL 


Mr. Passman. We shall insert in the record at this point the justi- 
fications appearing on pages 13, 14, and 15. 
(The pages referred to follow :) 


PALESTINE REFUGEES (NEAR East AND SoutrH ASIA) 


CURRENT SITUATION 


During the Arab-Israeli conflict which followed the establishment of Israel 
by U.N. resolution in 1948, some hundreds of thousands of Arabs fled Palestine 
and took refuge in the surrounding Arab countries. There they have remained 
as an international charge under the care of the United Nations Relief and Works 
Agency for Palestine Refugees in the Near Bast (UNRWA), an agency created 
by the United Nations General Assembly at its third session in 1949. Since 
the establishment of UNRWA, the refugee population receiving U.N. relief has 
grown to a total of over 1 million. To date the United States has contributed 
over $200 million for their relief and rehabilitation, and an additional $25 mil- 
lion for fiscal year 1961 is herein proposed. 

During 1959 regular contributions to the UNRWA from various governments 
improved slightly over the previous year, permitting continuation of a minimum 
relief program for a growing refugee population and a small increase in the 
rehabilitation program. During the year neither Israel nor the Arab host gov- 
ernments have shown any markedly increased interest in a progressive approach 
to the solution of the problem, although there were some slight indications at 
the 14th session of the U.N. General Assembly that some discussion through the 
U.N. might be possible. The 14th U.N. General Assembly adopted resolution 1456 
Which (a) extended UNRWA for 8 vears with a review at the end of 2 years, 
(b) called on the U.N. Palestine Conciliation Commission (United States, Tur- 
key, and France) to make further efforts to secure implementation of repatria- 
tion and compensation for Palestinian refugees, (c) called on host governments 
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to take appropriate steps to rectify refugee relief rolls, (d) urged member gov- 
ernments to seek to increase their contributions to UNRWA to enable it to carry 
out its programs, and (e) called on UNRWA to continue its relief programs and 
its programs of self-support and vocational training. 

With the renewal of the mandate, and with the continuing growth in the num- 
ber of refugees, increasing financial and political demands on the United States 
may be expected. The continued existence of the refugees as a major population 
group, unemployed and living outside the productive economy of the host coun- 
tries will remain a problem of considerable importance to the security of the 
area and to U.S. relations with the countries of the area, particularly with Jor- 
dan, Which is host to over half of the refugee population. 

As of June 30, 1959, 561,000 refugees were living in Jordan, 236,000 in the 
Gaza Strip, 112,000 in Lebanon, and 103.000 in the Syrian region of the U.A.R. 
Although the situation varies from country to country, about 40 percent of 
the refugees live in refugee centers administered by UNRWA. UNRWA operates 
1 total of 58 such centers, 8 in Gaza, 25 in Jordan, 16 in Lebanon, and 9 in Syria. 


Program summary 
Fiseal year 1959 —— 
Estimate fiscal vear 1960___ 
Proposed fiscal vear 1961- 


....--- $23, 000, 000 
— _ 22,976, 000 
25, 000, 000 


United Nations Relief and Works Agency 


{In thousands] 


Actual Pledged Proposed 
calendar calendar calendar 
year 1959 {| year 1960 year 1961 
pt } 
U.S. contributions $23, 000 2 $23, 000 $25, 000 
Other contributions--- ¥, S68 10, 000 15, 000 
lotal contributions 32, SOS 33, 000 40, OOU 
Budget Budget Proposed 
ealendar calendar budget 
year 1959 year 1960 calendar 


year 1961 





tures: Relief and rehabilitation $33, 360 $33, 360 $40, OOO 
Includes $1,750,000 of reappropriations from prior year unobligated balance 
? Includes $500,000 of reappropriations from prior year unobligated balance 
Of which $18,500,000 is new obligation aut! ority and $6,500,000 is the propo ed re ppropriation from 
r unobligated balances. 
Dollars in thousands 
} 1 
Oblig | | t 
4 ve 1959 3 (MK) 20, 432 
( June 30, 1959 180, 19 176, 820 7) 
I f il vear 1960 Z , 23, 370 
( J ine 30, 1960 u y 1Y 2.976 
} f ear 19 Ooo § O7K 


Section 407 of the Mutual Security Act of 1954, as amended, imposes the 
following restrictions with respect to the $25 million which Congress appropriated 
for UNRWA in fiscal year 1960: 

“That of the funds appropriated pursuant to this section 10 per centum shall 
be available only for repatriation or resettlement of such refugees. In deter- 
mining whether or not to continue furnishing assistance for Palestine refugees 
in the Near East, the President shall take into account whether Israel and 
the Arab host governments are taking steps toward the resettlement and 
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repatriation of such refugees. Whenever the President shall determine that 
it would more effectively contribute to the relief, rehabilitation, and resettlement 
of Palestine refugees in the Near East, he may expend any part of the funds 
made available pursuant to this section through any other agency he may 
designate.” 

Executive Order No. 10575 delegated to the Secretary of State the authority 
to formulate policy with respect to the assistance program of UNRWA. Pur- 
suant to this authorization and bearing in mind the cited provisions, the 
Secretary of State determined that the United States would continue to furnish 
assistance for Palestine refugees even though no steps had been taken by Israel 
and the Arab host governments toward the resettlement and repatriation of 
such refugees. 

THE RELIEF PROGRAM 


UNRWA’s principal activity has been relief assistance to the refugee popula- 
tion in the form of subsistence, shelter, and health care. As in previous years, 
the basic daily ration per person consists of 1,600 calories in winter and 1,500 
calories in summer, at an average cost per person of less than $2 per month. 
Special rations, over and above basic rations, are issued to nonhospitalized 
tuberculosis patients, supplementary milk rations to babies under 1 year old, 
and to children 1 to 15 years old, to pregnant women, to nursing mothers and 
to sick persons on medical recommendation. 

Increases in the prices of foodstuffs are expected to cause a small increase 
in the cost of UNRWA relief services. During the past few years, UNRWA has 
continued the informal practice of purchasing approximately 50 percent of its 
flour requirements from the United States in recognition of U.S. Government 
support of the program. 

Some discrepancy exists between the numbers of refugees eligible for assist- 
ance under the precise qualifications established by the United Nations and those 
refugees actually in possession of ration cards. The UNRWA has been well 
aware that there are many illegally held ration cards. In an effort to correct 
this situation. the General Assembly in its recently adopted resolution specifically 
ealled on the host governments to take appropriate steps to rectify the UNRWA 
relief rolls. 

REHABILITATION PROGRAM 


The relief program, while essential, is no solution to the refugee problem. 
Urgent need exists, therefore, for expanded rehabilitation programs. Through 
the existing educational programs, and through small-scale economic assistance 
programs to refugee families and individuals, self-support opportunities may be 
extended and the provision of relief somewhat reduced. The need for large- 
scale economic development capable of making refugees self-sustaining remains 
obvious. Unfortunately, despite UNRWA’s efforts, such major projects as Jor- 
dan Valley development and resettlement in the northwest Sinai Peninsula have 
not materialized, largely because of the unwillingness of the countries directly 
concerned to agree on such projects, and because of the failure of U.N. mem- 
bers—other than the United States, the United Kingdom, and certain of the 
Commonwealth countries—to make significant contributions to the work of 
UNRWA. With the renewal of UNRWA’s mandate for 3 years and with any 
increased contributions, the Agency’s vocational training program, one of the 
more popular rehabilitation activities, could provide opportunity for some of the 
younger refugees to become self-supporting. 


FINANCES 


UNRWA’s budget for the calendar year 1960 is $38.7 million. Apart from the 
U.S. pledge of $23 million for fiscal year 1960, estimated contributions from other 
countries apparently will total approximately $10 million. On this basis. the 
estimated contributions for the Agency’s calendar year 1960 will total $33 million, 
which falls considerably short of meeting minimum budgetary requirements. 
Some additional funds may be available through World Refugee Year contribu- 
tions. A total of 43 countries are expected to contribute to UNRWA during its 
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present fiscal year. The United States, in making its pledge, indicated that its 
contribution will be subject to the customary 70 percent limitation, ie., that 30 
percent of contributions must come from other member countries of the U.N. 

In view of the levels of previous UNRWA budgets, the budget for calendar 
vear 1961 may be estimated in the neighborhood of $40 million. Toward this 
increased budget, the executive branch feels that the United States should be 
prepared to pledge and contribute the sum of $25 million. This figure is based 
on past annual requirements of the Agency, taking into consideration the in- 
creased number of refugees (births exceed deaths by an estimated 35,000 per 
year), and possible increases in cost of food, supplies, and equipment. 

Since no progress has been made in the matter of repatriation or resettlement 
of the Palestine refugees, the funds earmarked by the Congress for that purpose 
could not be used for the second successive year. The executive branch pro- 
poses the reappropriation of these funds (which now constitute $6,250,000) 
plus an additional $250,000 estimated to be available from previously unpledged 
funds. Accordingly, only $18,500,000 is requested in new.money. It is hoped 
that the Congress will not again insist upon earmarking a percentage of the new 
funds requested to be used only for repatriation or resettlement, and that the 
limitation will in fact be removed with respect to the reappropriated funds. 
Renewal of these same conditions on the use of the funds requested would result 
in a substantial reduction in the U.S. pledge to UNRWA at the 15th session of 
the U.N. General Assembly, since under these conditions even the reappropriation 
of unexpended funds remaining from fiscal year 1959 and fiscal year 1960, would 
not provide sufficient funds to insure a pledge permitting UNRWA to provide 
its present level of services. Such a reduction would only serve to the detri- 
ment of the manifest U.S. interest in the welfare of the refugees and the 
security of the area. Any stipulation of funds for repatriation or resettlement at 
the expense of fund availabilities for relief would frustrate the objective of the 
United States that the Palestine refugee problem be resolved with the least dis- 
ruption to the political stability of the host countries. 

Should basie agreement be reached on resettlement or repatriation, funding 
requirements for the immediate future would rise sharply. It does not appear 
likely that such agreement will be reached in the near future, however. 


CONTRIBUTIONS OF OTHER NATIONS 


Mr. PassmMan. Would you submit for the record a table similar to 
the one on pages 1340 and 1341 of the record of last year’s hearings 
relative to the contribution of other countries to this program, and 
add one more column to indicate the total amount contributed by 
each country to the program ? 

Mr. Taser. Do they not have that here? 

Mr. Passman. I want to be sure it is in the record. 

Mr. Taser. It is not in the justifications ? 

Mr. Passman. It is not. 

(The table requested follows: ) 
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NUMBER OF REFUGEES BY YEAR STARTING WITH 1948 


Mr. Passman. We should like to have you tell us the number of 
refugees in this section, for which we are appropriating funds, when 
the program came into being in 1948, and for each of the subsequent 
years up through the estimate for 1961. 

Mr. Luptow. The first specific figures on refugees were collected, 
as I recall, in about 1949. 

Mr. Passman. How many did you have then ? 

Mr. Luptow. About 750,000. 

Mr. Passman. I am speaking about this particular region that calls 
for this appropriation, the Palestine refugee. 

Mr. Luptow. Are you speaking about when the first estimate was 
made: how many refugees there were ? 

Mr. Passman. For this particular appropriation in this particular 
section under this particular agreement that calls for this annual ap- 
propriation. When did this come into being? 

Mr. Lwuptow. They are Lebanon, the Syrian district of the United 
Arab Republic, Jordan, and the United Arab Republic. 

Mr. Passman. How many did you have when the program came 
into being, the day you set up and took a census to justify an appro- 
priation to begin this program? What was the population ? 

Mr. Luptow. I am confused as to what you want. 

Mr. Passman. Was the original number of refugees 750,000 ? 

Mr. Luptow. Yes. 

Mr. PassmMan. What year was that ? 

Mr. Luptow. Either 1949 or 1950. 

Mr. PassMan. Give it to us for subsequent years. 

Mr. Luptow. I would have to supply that. 

(The requested information follows :) 


UNRWA refugee statistics—total registered refugee population according to 
entitlement, 1950-59! 


Members of families registered for rations Members of Members of 
. a - = families registered 
| | | registered families Total 
Full | Half Babies and | | Members | for eduea- | receiving |4+5+6+7 
Year rations | rations children | Total | receiving | tion and/or} no rations 
recipi- | recipi- registered 1+2+3 | norations medical or 
ents | ents | for services or services services services - 
1 2 3 4 5 6 7 s 
J 5 | of 
une 1950 . ( (3 ( 960, 021 960, 021 
June 1951 826, 459 51, 034 | 2,174 879, 667 . . 31, 789 911, 456 
June 1952 805, 593 58, 733 18,347 | 882,673 41,915 | 4 924, 588 
June 1953. 772, 166 64, 817 34,765 | 871,748 44,741 916, 489 
June 1954__ 820, 486 17, 340 49, 232 887, 058 54, 526 941, 584 
June 1955 828, 531 17, 228 | 60, 167 O05. 9RH | _- 62, ¢ 920 968, 906 
June 1956 830, 266 16, 987 75, 026 922, 279 74.678 996, 957 
June 1957 &30, 611 16, 733 86, 212 933, 556 18, 203 4,462 62, YSO 1,019, 201 
June 1958 836, 781 16, 577 110,600 | 963,958 19, 776 5, 901 63,713 | 1,053, 348 
June 1959 843, 739 16, 350 130, 092 990, 181 21, 548 6, 977 68, 922 1, 087, 628 


Earlier statistics covered refugees registered for rations, their babies under 1 year of age and children 
registered for services (shown in the first 3 columns of the above table). Other registered refugees who re- 
ceive, because of their family’s income, only certain services or no services are inc luded to reflect the trend 
in the total number of registered refugees. These statistics are based on UN RW A’s registration records 
Which do not necessarily show the actual refugee population owing to factors such as the high rate of unre- 
ported deaths, undetected false registrations, ete. 

* Including up to 1956 members receiving no rations or services in families registered for rations 

Details not available. 

‘ Including 27,674 refugees residing in Israel who were UN RW4A’s responsibility up to Jan, 7, 1952. 
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AMOUNT OF FIRST APPROPRIATION 
Mr. Passman. What was the first appropriation for this item? 
Mr. Luptow. I do not know offhand. 

Mr. Passman. Could you get that information for us? 

Mr. Luptow. Yes. 

(The information referred to follows :) 

The first appropriation for aid to Palestine refugees was made under Public 
Law 759 of the Sist Congress, chapter XI, title III, approved September 6, 1950, 
as the General Appropriation Act, 1951, in accordance with the following: 

“For contributions by the United States to the United Nations for the United 
Nations Relief and Works Agency for Palestine Refugees in the Near East, as 
authorized by title III of the Foreign Economic Assistance Act of 1950 (Public 
Law 535, approved June 5, 1950), $27,450,000.” 

Mr. Passman. Am I correct in saying it has been $203 million up 
to the fiscal year 1960? And could you tell us the population of this 
section 3 years ago? 

Mr. Lamuaw. Roughly speaking, I would say about 870,000. 

Mr. Passman. What is the annual increase, percentage wise ? 

Mr. Luptow. The only way I can figure it out is the annual in- 


crease is about 30,000 births over deaths per year. 
ANNUAL COST OF EACH REFUGEE CENTER 


Mr. Passman. Could you inform us as to the annual cost of opera- 
tion of each of the 58 refugees centers and the population of each! 

Mr. Luptow. The refugee centers as such constitute roughly 40 
percent of the total number of refugees. The overall administrative 
costs of UNRWA last year were $2,500,000. 


POPULATION OF REFUGEE CENTERS 


Mr. Passman. Could you give us the popull ition of the refugee 
enters; those actually housed in the camps / 

Mr. Lvuprow. Roughly speaking, 40 percent would be about 
450,000. 

Mr. Passman. How does that total compare with 3 years ago? 

Mr. Luptow. I would say 25,000 to 50,000 more. In other words, 
there are about 50,000 more refugees now than there were 3 years 
ago in the camps. 

Mr. Passman. Where are the other 60 percent ? 

Mr. Luprow. They live out in the countryside. 


EMPLOYMENT 


Mr. Passman. Are they employed ? 

Mr. Lupiow. Very few of them are because employment oppor- 
tunities are minimal. For example. they can be employed in Jordan 
if there are jobs available. Asa matter of fact, a good portion of the 
servant help that you get in and around Amman is refugee. In 
Lebanon it 1s very difficult to get a job without a job permit which is 
normally not given to refugees. There is no real basis for employ- 
ment in the Gaza strip because the economy just cannot stand the 
population it has. 
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TOTAL ARAB POPULATION 


Mr. Passman. For all the Arab nations, what is the population? 
Mr. Luptow. Forty million. 


ASSIMILATION OF REFUGEES IN ARAB WORLD 


Mr. Passman. It would only increase the population by 214 per- 
cent. if you would release these people to go back to whatever Arab 
country in which they can find a home and employment ? ? 

Mr. Luptow. It is my feeling there would be no particular difficulty 
in the overall Arab world assimilating these people. 

Mr. Passman. Could these people be absorbed ? 

Mr. Luptow. Yes; in certain specific areas. In most of the Arab 
world they could not be absorbed. 

Mr. Passman. They would have to go to the places they could find 
employment, or locate on farms. 

Mr. Luptow. Yes. 
Mr. Passman. Do you think that would be the solution to the prob 
lem? You are going to have to meet it head on sooner or later. 


RESETTLEMENT OF REFUGEES 


Mr. Luprow. The solution of the problem, you are quite right, is 
to find areas where you can resettle refugees, but you still have not 
faced the fundamental problem. We have not. 

Mr. Passman. You are going back to the political end of it. 

Somewhere down the line, some of you are going to have to meet 
this thing head on. We are not doing a thing to improve it, other 
than increase the appropriation, and increase the turmoil in that 
part of the world. 

Mr. Luprow. Let me say, sir, there are areas in the world where 
refugees could be resettled. For example, in Iraq, and in Syria. If 
the Jordanians and other Arab countries could ever agree to accept 
the Jordan River Valley plan, which Ambassador Johnston nego- 
tiated, there would be extraordinary help there. There could be a 
Poa project in the Sinai which could be extremely helpful 
for the Sinai region. 


EFFECT OF RETAINING LIMITATION EARMAKING FUNDS FOR REPARATION 
OR RESETTLEMENT 


Mr. Passman. What would the situation be if the Foreign Affairs 
Committee did not remove the limitation ? 

Mr. Luptow. It would almost inevitably mean the United States 
would have to reduce its support to UNRWA next year. 

Mr. Murreny. May I interrupt? Mr. Dillon addressed himself to 
that point when he was here. You may recall in his statement he 
said in the event the Congress did not remove the restriction it had 
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already been decided the supplemental request would come to raise 
the request of new appropriations from $18.5 million to $25 million. 

Mr. Passman. That was Mr. Dillon’s idea. What would happen 
if the Congress had other ideas ? 

Mr. Luptow. I answered it in my statement. J said we would have 
to reduce our contribution. 

Mr. Passman. Would that mean the other nations contributing 
would have to increase theirs ? 

Mr. Luptow. If the overall budget were to be met, but there is 
absolutely no prospect of any increased international support from 
other sources. 

Mr. Passman. Why not ? 

Mr. Luptow. I think it is a peculiar combination of an increas- 
ing reluctance to contribute. 

Mr. PassMAn. The nations over there with them ? 

Mr. Luptow. No, the members of the United Nations themselves. 

Mr. Passman. How many members do you have ? 

Mr. Luptow. Eighty two. 


U.S. PERCENTAGE OF TOTAL CONTRIBUTION 


Mr. Passman. What percentage of the total are we putting up 
for this program ¢ 

Mr. LupLow. Seventy percent. 

Mr. Passman. And the other nations are putting up 30 percent? 

Mr. Lupiow. That is correct. 

Mr. Passman. If Uncle Sam does not come up with 70 percent then 
the other 81 nations would be reluctant to put up 30 percent / 

Mr. Luptow. As a matter of fact I would hazard an estimate that 
many of them would decide, since the United States had lost interest 
in the program, they would lose it even faster. 

Mr. Passman. I do not know how much longer we are going to con- 
tinue impressing people with our money. That is a good, clear-cut 

case there: is it not? 


Mr. Lupiow. Yes. 
ADMINISTRATION OF PROGRAM 
Mr. Taser. I wonder if we could get into the record who handles 
this money and who the people are that are responsible for it? We 


have not had anything of that kind. 


EMPLOY MENT 


Mr. Passman. What has been the number of employees for the past 
2 years ¢ 

Mr. Luptow. Roughly speaking all told about 9,000 to 10,000. Most 
of them are locally recruited and refugees. 
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Mr. Passman. Let us break it down. Of the total 9,000 to 10,000 em- 
ployees in this Palestine refugee program, how many of them are 
Americans ¢ 

Mr. LupLtow. Very few. 

Mr. PassmMan. How many ¢ 

Mr. Luptow. I do not offhand. We could try to find out for 
you. 

Mr. Passman. We want that information. 

Mr. Paumer. First of all the Director is an American, Dr. John 
Davis. 

Mr. Luptow. Also the Comptroller who handles the money. 

Mr. Parmer. We must supply later the additional Americans. 

Mr. Passman. Do you not think it is important? You are coming 
before this committee for an appropriation of $18.5 million, and you 
don’t even know the number of Americans employed in the program ; 
but you do know there was 9,000 to 10,000 total. We are not trying to 
be unreasonable. ‘This thing is going to have to be pinned down. We 
cannot keep on appropriating money just on faith. We are not quar- 
reling with you. This is nothing personal. We are not going to rec- 
ommend any money this year until we know what it is all about. I 
do not care whether it is a $30 item or a $300 million item. What do 
these 9,000 to LO,Q00 people do? 

Mr. Luptow. Roughly speaking, 40 percent of them, about 3,200, 
are teachers. About 3,500 of them are in the health program. The 
remainder are in transportation and administration. 

Mr. Passman. Who selects the Administrator, or the Director? 
What is his title ? 

Mr. Luptow. Director. 

Mr. Passman. Whoselects the Director? 

Mr. Leptow. The Secretary General of the United Nations. 

Mr. Passman. And the Director is an American ? 

Mr. Luptow. Yes. 

Mr. Passman. What is his salary ? 

Mr. Luptow. Approximately $25,000 a year gross including travel 
expense, 

Mr. Passman. How about the Comptroller? 

Mr. Luptow. The Comptroller is an American named Callow. 

Mr. Passman. What is his salary 4 

Mr. Luptow. I believe his salary is about $15,000. 

Mr. Passman. How old is the Director? 

Mr. Luptow. I would hazard a guess he is about 55 





596 


EXPENSE AND LIVING ALLOWANCES OF DIRECTOR 


Mr. Passman. What expenses does he have / 

Mr. Luptow. Mostly travel. 

Mr. Passman. What is the part other than travel? Could you tel] 
us the total expenses of the Director? Do you have them here‘ 

Mr. Luptow. I do not. 

Mr. PassmMan. Does he get any living allowance abroad / 

Mr. Luptow. Yes; he does. 

Mr. Passman. And he lives in Lebanon ¢ 

Mr. Luptow. In Beirut. 

Mr. Passman. You can live at much less expense in Lebanon than 
in the United States ¢ 

Mr. Luptow. Yes. 

Mr. PassmMan. Why should we have a housing allowance for a man 
getting $25,000 a year when he is in a country where he can live 
cheaper than if he were living in the United States ? 

Mr. Lup.tow. This is a problem that is frankly up to the U.N. 
and not up to us. 

Mr. PassMan. It is up to us if we are making 70 percent of the con- 
tribution, 1 nation, with 81 putting up 30 percent. It seems we 
should have about that much voice in it. 

Mr. Luptow. The U.N. as such has standards already set up for its 
employees with regard to living allowances, per diem, travel, and 
things like that. 

Mr. Passman. Can you tell us the amount of the allowance the 
Director gets / 

Mr. Luptow. I do not have it. We can try and get it. 

(The information requested appears in the insert on p. 597.) 


NUMBER AND COST OF OTHER AMERICANS IN PROGRAM 


Mr. Passman. Now, how many other high-priced Americans do you 
have in this program there / 

Mr. Luptow. I think those are the only two in the top echelon. 

Mr. Passman. Do you have any idea how many Americans they 
have in their offices? 

Mr. Luptow. I do not know the precise figure. 

Mr. Passman. Could you inform us as to the number of Americans 
by category 4 

Mr. Luptow. Yes. 

Mr. Passman. And the total dollars paid to Americans? 

Mr. Lupiow. Yes. 

Mr. Passman. And by salary group, even if it is quite a long list? 

Mr. Lupiow. Yes. 

(The information requested follows :) 
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American personnel employed by UNRWA, Mar. 29, 1960 


Dependents Annual 
Date entered Grade represen- 
Title on duty and Salary tation Tot 
step Num Amount illow- 
bet ince 
Director, Assistant Secretary 

General Feb. 15, 1959 $15, 000 l SK $6, OOO $21, 2 
General counsel Aug. 9,1958 | D1/S-2 10, 404 4 ROO) 1. 200 12,4 
Comptroller ? Jan. 18,1952 | D1/S-2 10, 400 6 1, 204 1, 200 12,8 
Deputy comptroller Mar. 23, 1956 | P4/S-1 7. 300 l i None 
UNRWA Represent itive 

(raza Nov 4, 1953 P5/S-7 10, 40K l HAM GOO 11,5 
Field administrative officer 

(raza Mar. 27, 1956 P4/S-2 7, 525 3 Fun None s 
Field operations officer (Gaza June 24,1955 | P4/S-1 7, 300 1 HM None 7 
Chief UNRWA Operations, ; 

Syria July 20, 1952 P4/S-4 &, O00 2 100) 600 a ( 
Field finance officer (Syria July 29,1957 | P3/S-1 6, OOF $ Nin None 6, 
Field administrative officer ’ 

Jordan Jan. 21,1957 | Pd/S-5 9, SUK l 2K None 10 
Field distribution officer (Jor- 

dan July 29, 1959 P3/S-1 6. 000 ] 2M) None 6, 2 
Field supply officer (Jordan Dec. 12, 1951 P3/S-6 7.075 None None 7, 075 
Field vocational] training officer 

Jordan |} June 8, 1952 | P4/S-7 8, 750 l 200) None 8,95 
Deputy Chief, Personne] Jan 5, 1953 | P3/S-2 6, 200 None 6,2 
New York Liaison Officer May 1,1950 | P5/8-8 10, 700 300 11,4 
New York Liaison Oflicer’s 

secretary -. oe wemneas May 1,1950 | G4/S-9 4, 200 | ax) None 4,4 
New York secretary (inter- 

mediate Sept. 2,1957 | G3/S-3 2. 800 | None 2,8 
Secretary to Director (prin- 

I Aug. 14, 1959 | G5/S-5 4, 400 None 4,4 
Chief, Supply and Transport | 

Division Apr. 27,1955 | P5/S-5 0, 800 2 4K 600 10,8 
Chief, Welfare and Placement | 

Div 1 Api 14, 1956 P4/S-4 8, 000 None S, ( 
Secretary to Chief, Personnel 

Uivision May 1,1950 | G4/S-9 4, 200 None 4,2 

I . . - 162, G50 5. 800 10, 800 17¥ 

Dr. John H. Davis, Director 


iH. Callow, Compt 
RATE OF SALARY SET BY UNITED NATIONS 


Mr. Passman. Who fixes that salary, the United Nations? 

Mr. Luptow. Yes. 

Mr. Passman. It is rather easy to set up these high salaries whe 
you are not contributing much. I can see why they are liberal, as 51 
nations are only putting up 30 percent and 1 nation is putting Wy 
10 percent. They decide on the salaries, so they are rather libera 
with the other person’s money. 


OBLIGATIONS FOR FISCAL YEAR 1960 


How much have you obligated to date for this program dur) 
fiscal year 1960? 

_ Mr. Luprow. We have contributed thus far, during fiscal year 196 
$14,500,000, 

Mr. Passman. What is the difference between a contribution and 
an obligation? You have contributed, but we want to know how muc! 
of the funds are actually obligated. 

Mr. Luptow. I beg your pardon. We pledged $23 million. 

Mr. Passman. How much have you obligated? Do you knov 
whether or not all the money we pledged has been obligated ? 

Mr. Luptow. We expect—— 
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Mr. Mureuy. May [help here? This is in the nature of a contribu- 
tion to an international organization. When the United States makes 
its pledge, we record it as an obligation. However, it is a contingent 
obligation. It is contingent upon the other governments coming up 
with their 30 percent. 

Mr. Passman. At that point we lose control ? 

Mr. Murruy. If they should fail during the year to come up with 
the other 30 percent our obligation would be reduced accordingly. 
If they do come up with it, then we are in a position to have to pay 
it out when it is called for. 


CONTROL OF FUNDS 


Mr. Passman. At what point do we lose control of the appropriated 
funds ¢ 

Mr. Moureny. When we make the pledge. 

Mr. Passman. And you usually pledge, in this particular program, 
all the money that Congress makes available ? 

Mr. Murpeny. Yes; in the sense of removing the sterilized money. 

Mr. Passman. What do you mean by “sterilized” money ? 

Mr. Mureuy. Under section 407 in the past 2 years there has been a 
limitation inserted to the etfect that 10 percent of the money available 
could only be used for purposes of repatriation. 

Mr. Passman. I would call that “frozen” money. When you talk 
about sterilized money, I think of money that has been exposed to a 
disease. 

Mr. Mureny. Wecan use your word “frozen,” Mr. Chairman 

Mr. Passman. That would fit ; would it not ¢ 

Mr. Murrnuy. Yes. In effect the limitation has made it impossible 
to use that money. If you leave that out of the caleulation the answe r 
to your question is correct that the appropriation to the United Nations 
is the maximum. 


PURPOSE OF LIMITATION ON APPROPRIATION 


Mr. Passman. What was the purpose of the committee in freezing 
the funds? 

Mr. Murrny. The purpose, I believe, was to give the Executive an 
incentive to work harder in trying to get repatriation of these refugees. 

Mr. PassmMan. If it was an incentive 2 years, and 1 year, ago would 
it not still be an incentive ? 

Mr. Murrny. I have reached a point in my mind where I think some 
measure is required. I will let Mr. Ludlow answer that. 

Mr. PassMan. Now it is decided to remove what was intended to be 
an incentive, and let it lapse back in the old situation ? 

Mr. Murrny. If the so-called incentive is left in the bill and if we 
are to make our pledge practically the equivalent for relief and re- 
habilitation, then we cannot do it with this carryover because there 
will be a 10-percent limitation and in order to put up $23 million or 
so you would have to have more money. 

Mr. Passman. When you get hungry you start looking for food; 
do you not ? 
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Mr. Mureny. Yes: that is the normal reaction. 

Mr. Passman. This is a serious matter. We have appropriated 
nearly a quarter of a billion dollars, and you state that in the future 
the request will be greater, and the population is growing and the 
situation is not improv ing. 

Mr. Ruopres. Mr. Chairman, will you yield ? 

Mr. PassmMan. Yes. 

Mr. Ruopes. This $6.5 million apparently was not too much of an 
incentive to settle this problem. How much do we have to increase this 
amount to be an incentive to these nations ? 

Mr. Luptow. The answer is it would not make any difference how 
much money it is so long as the Arab governments and the re fugees 
are not satisfied. This is the stumbling block. 


POSSIBLE RESULT OF CUTTING OFF APPROPRIATION 


Mr. Taser. Why do we not cut the whole thing off? 

Mr. Luptow. If we cut the U.S. contribution off the refugees will 
start marching, and they will start marching toward the border of 
Israel and there will be ‘bloods shed. That is the risk. 

Mr. Ruopres. Are you saying that this is an item upon which 
there is no price, so far as the Middle East is concerned ? 

Mr. Luptow. Yes, sir; that is exactly it. We have appreciated the 
desire of Congress to have this fund specifically for this, and as a mat- 
ter of fact we have made it abundantly clear to the Arab leaders— 
I have done it myself on many occasions—that this is what Congress 
wanted. 


Mr. Riopes. And they are not willing to make a token start ? 
OPTION OF REPATRIATION OR COMPENSATION 


Mr. Luptow. They will make a token start if they are given assur- 
ance they w ill be given the option. 

Mr. Ruopes. What option 4 

Mr. Luptow. The option of repatriation or compensation. 

Mr. Taner. Repatriation or what ¢ 

Mr. Luptow. Repatriation or compensation. 

Mr. Taner. Who will pay the compensation ? 

Mr. Luptow. The real truth is that if and when compensation is 
paid it will have to be on the basis of an international loan to Israel 
of very substantial proportions. 

Mr. Anprews. Why must it go through Israel? Israel will not pay 

, although you say ‘they are morally obligated to pay for the land 
a -h they took. 

Mr. Luptow. I would simply say Israel is the logical and perhaps 
the psychological vehicle through which payment should be made. 
That is all. 

Mr. Passman. I think it is agreed that there is no plan for those 
people returning to Israel. 

Mr. Luptow. We have seen no evidence of that, sit 

Mr. Passman. What would the reaction be among the refugees if 
they should be told they might as well separate the two, repatriation 
from ¢ ompensation, because there is no plan for them to be returned to 
Israel, that the alternative is to pay them for their property, and then 
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=k them where they want to go? What would be wrong with telling 
the people the truth, and letting them understand that repatriation is 
nit ¢ 

Mr. Luptow. Off the record. 

(Discussion off the record. ) 

Mr. Passman. Mr. Gary? 

Mr. Gary. T have no questions at this time. 

Mir. Passman. Mr. Taber? 

Mr. Taner. T have quite a few questions. 


OMPARATIVE STANDARD OF LIVING OF REFUGEES AND GENERAL PUBLIC 


Is it true that these Arab refugees are about as well off as the 
rest of the folks in that vieinitv ? 

Mr. Luprow. As a general rule T would say they fare somewhat 
less favorably than those in the environment in which they are living. 
The areas in which the refugees are living do vary in terms of level 
f income and things like that, but as a general rule the refugee lives 
ina lesser facility than his nonrefugee neighbor. 

Mr. Passman. T shall not interrupt the gentleman, but T want to 
=v this because the record will show my statement is contradictory 
to yours. T was there 4 vears ago, and have never witnessed anything 
in my life as T did on this hill out of Jordan. There were thousands 
and thousands living in pens, nothing but pens, with possibly a tar- 
paulin cover. Tt was a deplorable situation. Am T correct on that? 

Mr. Luprow. You are correct. 

Mr. Passman. Has that situation been improved ? 

Mr. Leprow. It has improved slightly. 

Mr. Passman. All right, Mr. Taber. T had hoped it had improved. 

Mr. Taner. My information is that a good big percentage of them 
are as well off as their neighbors. T have not been there. 

Mr. Lepiow. T would simply have to defer to your information, 
sir. 

Mr. Gary. Will the gentleman vield ? 

\fr. Taner. Yes. 

Mr. Gary. Asa matter of fact, do not a great many of their neigh- 
hors live in tents and are thev not roaming all over the land? We 
lrove through Jordan from Amman to Jerusalem last fall and saw 
many inhabitants living in tents along the road, apparently in con- 
litions of great squalor and poverty. 

Mr. Lveprow. That is true. sir. T would also point out, as the chair- 
man well knows, only roughly speaking 40 percent of the refugees are 
incamps. The other 60 percent are out on the countryside and there 
is not too much that can be detected in terms of their living conditions 
as such. 

INTEREST IN REFUGEES WANING 


Mr. Taner. T have not gotten into the details of the thing with you 
vet. but are von not presenting a picture of increasing lack of interest 
in this proposition on the part of the rest of these folks in the United 
Nations? 

Mr. Luptow. Yes, sir. 
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Mr. Taper. And that is deteriorating to the point we will have the 
whole thing on our neck and have somebody else running the show 
and handling the money ? 

Mr. Luptow. No, sir. As far as the financial support is concerned, 
many of the countries which, like ourselves, are annoyed at having to 
continue, do continue to pay- Actually their contributions this year 
match those of last year. 


COUNTRIES MAKING MAJOR CONTRIBUTIONS 


Mr. Taser. Which countries make the major contributions ? 

Mr. Luptow. Outside the United States, the United Kingdom is 
the largest contributor. 

Mr. Taner. How much ? 

Mr. Luptow. It runs about $8 million a year, sir. 

Mr. Taser. And who is next ? 

Mr. Luptow. At the present time Canada is the next largest con- 
tributor. 

Mr. Taser. And who is next ? 

Mr. Luptow. The United Arab Republic. 

Mr. Taser. And how much ? 

Mr. Luptow. As far as this fiscal year is concerned they have con- 
tributed already $872,000. 

Mr. Taper. $372,000? 

Mr. Luptow. Yes, sir. 

Mr. Taper. And who is next ? 

Mr. Luptow. Australia, I think, is next with $95,000. 

Mr. Taper. And the next on down are pretty small? 

Mr. Luptow. Yes. The cumulative amount, however, is roughly 
speaking about $34 million a year. 


COST OF APPRAISAL OF ARAB REFUGEE PROPERTY 


Mr. Taper. And the only way we can get out of the situation is by 
paying the Arabs—how much money does this appraisal of the Arab 
refugees’ property in Israel run to? 

Mr. Luptow. The appraisal of the Arab refugees’ property, sir? 

Mr. Taper. Yes. 

Mr. Luptow. The preliminary estimate the United Nations has 
made is about $450 million to $500 million. 

Mr. Taner. The only way we can get out of having a war there is 
for usto put that money in there? Is that about it ? 

Mr. Luptow. I would assume if we ever get to the point we could 
plan specifically for the payment of compensation, the United States 
would be expected to make a substantial contribution—certainly not 
all of it by any manner or means. 

Mr. Taner. The further you get into it, the more it looks like what 
Wwe have got todo is either put up ) the money or get out. 

Mr. Luptow. I would be misleading you if I said anything other 
than the fact that a settlement of this particular problem will be 
extremely expensive. 

Mr. Taner. It has been expensive for a long time. 

Mr. Luptow. Yes, sir. 
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Mr. Taper. It was $61 million in 1956: $45 million in 1957: and 
from then on $23 million, $25 million, $25 million, and this one is 
$18.5 million. 


BREAKDOWN OF CONTRIBUTION 


What do we spend the money for? I want to see a picture of that. 

Mr. Luptow. The basic breakdown of the money that is contributed 
to UNRW A runs roughly as follows: 

Basic subsistence is roughly speaking budgeted for this vear at 
$14.7 million. 

Supplementary feeding for children and women, the sick, $1.6 mil- 
lion. 

That makes a total of something over $16 million for food. 

The administrative costs of the Agency ran $2.5 million last year 
and will run about $2.6 million this year. 

Education will run, roughly speaking, $9 million. By education I 
mean elementary and secondary schools and vocational training 
schools. 

Your various services, special projects, things like that, make up 
the difference. 

EMPLOYMENT OF REFUGEES 


Mr. Taser. Do any of these people go out and get jobs / 

Mr. Luptow. Yes, sir: they do. a a matter of fact, as far as 
vocational — ation is concerned, Agency has been extremely 
succe ssful i i pl: ac ing’ hi Wy of ot. VM has YO through the SC ‘hools, and 
plac st ‘m outside the host countries. 

Mr. Taser. I do not know whether you have had any business ex- 
pel ence in doing this or not. Have you / 

Mr. Luptow. No, sir. I have been in Government all my life. 


MEANS OF RESOLVING A SETTLEMENT 


Mr. Taper. et e have got to get out of this situation somehow. We 
would be a lot better off and the peace of the world would be much 
better off if we get out. 

You say it would take $450 million to buy out the Arabs. You 
know, if you sit down across the table and have something to offer, 
you generally can get a settlement that is agreeable within reason 
rather than just standing out and taking the figures somebody has 
handed to you. That is the way business works out. 

Mr. Luptow. Yes, sir. 

Mr. Taser. And that is the way things are done, not only in busi- 
ness but in international affairs. It seems to me that we need some- 
body handling this situation that has had considerable experience m 
business and knows how to make a deal and approach a deal. We 
have gone on the basis of feeling sorry for people. We have got to 
approach the problem on the basis of getting it cleaned up, and you 
will never get it cleaned up as long as you continue this babying husi- 
ness. 

MONEY NOT SOLUTION 


Mr. Luptow. May I answer that first by saying you will never 
be able to buy the Arabs off. 
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Mr. Taser. You mean if they were paid the whole amount they 
would not be happy ? 

Mr. Luptow. Sir, they will not accept mere money as a solution 
to this problem. They feel they have been wronged, and however 
wrong we may feel they are, they want their justice. 

As far as the bargaining you are speaking of, I thoroughly agree 
with you on the subject of negotiation. The figure of $450 million is a 
fundamental estimate that has been made, but I would point out 
Israel contends that the Arab property left in Israel is worth only 
$125 million, whereas the Arabs contend it is worth $4 billion. 

Mr, Anprews. Will the gentleman yield / 

Mr. Taser. Certainly. 

ISRAELI OFFER 


Mr. Anprews. Has the Israeli Government offered to pay them 
$125 million ? 

Mr. Luptow. No, sir. 

Mr. Anprews. How much have they offered them / 

Mr. Lupntow. They have never offered any specific figure. They 
have said they would be willing to talk to them about a settlement. 

Mr. ANprews. How could there be such a difference in estimates 7 

Mr. Luptow. | think the way to point it out is that there is a bar- 
gaining position on both sides. As far as the United Nations is con- 
cerned, the estimate was based on the old mandate land records and 
tax records which existed in the mandate at that time, and those ree- 
ords are very complete and had valuations on the property as such. 

Mr. ..nprews. Thank you, Mr. Taber. 


ARAB APPRAISAL A NEGOTIATING FIGURE 


Mr. Taner. This is the thing I want to get into right now. If these 
Arabs who have been displaced are so set up with the idea of justice 
and having this property restored to them, how did they 
point where they appraised the property at 54 billion ¢ 

Mr. Luptow. I would say, sir, that it is more of a negotiating figure 
than anything else. 

Mr. Taper. It is a negotiating figure; but why would they submit 
anything at all if they were so completely bent on having the prop- 
erty back? That is something I want to get at. You see what I 
mean? The two do not go together. W hy would they submit a fig- 
ure if they would not take even that / 

Mr. Luptow. Sir, the point is these people are not interested 
the money per se and they certainly would not feel that they were 
being given justice merely by being given money. That is the point. 

Mr. Taner. Even so, why ‘would they submit a figure at all if that 
is their position 4 The two things do not go togethe or. 

Mr. PassMan. Maybe to make it prohibitive. 

Mr. Luptow. I think perhaps there is a lot to that, Mr. Chairman. 
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JUSTICE A COVER TO INCREASE PRICE 


Mr. Taner. I think all this hullabaloo about justice is very largely 
a coverup to get a big price. 
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Mr. Luptow. It is conceivable, but I think the real truth of the sit- 
uation is these Arabs do feel they have been dealt with unjustly and 
ho price Is important to them. 


CONSEQUENCES IF OPERATIONS STOPPED 


Mr. Taser. And do you think that if we stopped our operations that | 
the Arabs would riot and cause trouble 4 

Mr. Luptow. Yes, sir. 

Mr. Taser. And perhaps move in on Israel 4 

Mr. Luptow. Yes, sir. 

Mr. Taser. And touch off a big rumpus all the way through the 
Arab States‘ Is that the way you feel ¢ 

Mr. Luptow. Yes, sir. It would be all around the borders of Israel 
to start with and you would have serious fighting. 

Mr. Ruopes. Will the gentleman yield ¢ 

Mr. Taper. Y es. 


EFFECT OF REPARATIONS PAYMENTS ON ARAB ECONOMY 


Mr. Ruopes. Do you mean to say as much as the Arab nations want 
to progress—and I believe they do—and as much as they need money, 
they would be unwilling to have these refugees accept money which 
would put $400 million or $500 million in the Arab nations, that could 
be invested in the Arab ni tions? ‘That amount of money would havea 
terrific impact on the economy in the Arab nations. It would be 
roughly comparable to adding an additional] $400 billion to the annual 
gross national product of the United States. 

Mr. Luptow. I quite agree with your query as to why they would 
not want to see the actual coming into the Arab world of that much 
money. I think they would be interested. The real truth of the mat- 
ter, however, is that our Arab friends have not always had the most 
rational approach to the problem. 

Mr. Ruopes. That is true, but when it comes to looking after their 
own interests they are completely rational. 

Mr. Lupiow. It is the sort of thing, oddly enough, that cannot be 
talked about too much publicly. 

Mr. Ruopes. I realize that, and I realize any Arab official would 
probably iy lose his head if he talked about these things too openly, but 
with the right type of leadership from the outside—and I would hope | 
we could furnish that leadership—I wonder if this could not be ac- 
complished. I would like to see some solution so that we would not 
have to keep appropriating this fund every year. 

Mr. Taver. That is not doing any good. 

Mr. Ruopes. That is right. 

Mr. Passman. Will the gentleman yield ? 

Mr. Taner. Yes. 


ISRAEL OFFER NOT SPECIFIC 


Mr. Passmawn. Is it not true that Israel is yet to offer the $125 mil- 
1; , E 
non ¢ 

Mr. Lreptow. That is right. They have never talked in terms of 
any specitic figure. 
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REFUGEES SATISFACTION AS TO CONDITIONS 


Mr. PassMAn. Mr. Taber brought up an important point. Re- 
cardless of my sympathy at seeing the refugees in those pens, it 
that is what they are accustomed to, and if they are as well off : 
their neighbors, maybe they are satisfied. How can we find out i 
they are satisfied as things are? 

Mr. Luptow. I think it would be impossible to ascertain that witl- 
out going out and polling these refugees. 

Mr. Passman. But you do not discount that; do you 

Mr. Luptow. No, sir, I do not. 

Mr, Passman. Thank you, Mr. Taber 

Mr. Taper. The whole thing looks to me like a very dangerous 
situation. I am inclined to believe the reason we are having a good 
deal of trouble is because of this UNRWA business, turning over th 
distribution of our largess to somebody else. It does look to me like 
we have not laid out a program to clean this situation up, and that 
is what we ought to be doing right now so that we can get rid of 1 


ie 


SUBSISTENCE PAYMENTS 


How much was it you said for subsistence / 
Mr. Luptow. $16 million for this year. 
Mr. Taper. That would be $16 a head. 


USE OF PUBLIC LAW 480 COMMODITIES 


How much wheat and corn and cotton are shipped there unde: 
Public Law 480? 

Mr. Luptow. None. 

Mr. Taper. None goes there ? 

Mr. Luptow. None goes in under Public Law 480. 

Mr. Taser. Are you sure about that ¢ 

Mr. Luptow. Yes, sir. 

Mr. Taper. I would like to have the clerk ask the Agriculture De 
partment about that because I would like to be sure. Why have the 
not asked for any help under Public Law 480? Maybe they do not 
need it. I do not know. Maybe they are just as well fixed as thei 
brethren. 

Mr. Luprtow. Sir, with regard to the way wheat is purchased by 
UNRWA—UNRWA purchases roughly 50 percent of its wheat 1 
quirements from the United States. The other 50 percent come 
generally speaking from Canada, central Europe, and from lo 
producers. 

Replying to the question of UNRW A asking for additional whe 
woul | Sa they have asked for addit nal wheat. T] e\ have ask 
lor Public Law 480 wheat in times past, and we have felt that if 


| 


buted Public Law 480 wheat it would be either a basie violatio 


our understanding with vou that our contributions would be limit 
to «0 percent of eee: \’s operations, or there would have to be 
] } ] ] +] ] ; {\ a > 4 ] 
Conar vate poe on the Public Law 480 wheat. If the latter we 


I ‘ase, it woul ld mean casi dor » On the eash eontributio} te 
| ne W x: What is poe in terms of the most efficient Operatlo 


of the program is that UNRWA have convertible currency. 
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Mr. Ruopes. Will the gentleman yield ? 
Mr. Taper. Yes. 


PLEDGE COMMODITIES RATHER THAN DOLLARS 


Mr. Ruopes. What difference does it make, as long as they have to 
have wheat, whether they buy it with dollars or in kind? Why could 
you not pledge so many bushels of wheat ? 

Mr. Luptow. The problem you are up against is that, if we start 
giving in kind, you are going to find that there are a lot of other coun- 
tries that will insist on giving in kind. You will then have a more 
complicated administrative problem or you will find the agency does 
not have enough cash with which to operate. 

Mr. Ruopes. How many other wheat-producing nations are 
contributing ? 

Mr. Luptow. Frankly, I do not know. 

Mr. Ruopes. It might interest you to know that on page 1340 of 
last year’s hearings there is a statement that Canada for the 5 months 
ended May 31, 1959, contributed 500,000 Canadian dollars and flour, 

Mr. Luptow. That is correct. There are other countries that con- 
tribute in kind, such as Saudi Arabia, whose contribution is all 
kerosene. 

Mr. Ruopes. There are other commodities available under Public 
Law 480. 

Mr. Passman. How is your wheat requisitioned ? 

Mr. Luptow. Flour or wheat for UNRWA comes from a number of 
sources. Roughly speaking, 50 percent is purchased by UNRWA 
from private sources in the United States. 

Mr. Passman. As we are putting up 70 percent of the funds, what 
is wrong with putting it up in food rather than dollars? Other than 
for admini strative expense, the appropriation we make goes to food, 
and you only give them four kinds of food—flour, sugar, beans, and 
what is the other one? 

Mr. Luptow. You have virtually all of them listed, actually. 

Mr. Ruopes. Rice. 

Mr. Passman. Yes, rice, I believe. We have every one of those four 
in surplus in this country. Would you consider making a recom- 
mendation that other than for administrative expense that we make 
our appropriation, instead of in dollars, in food, as Canada does? 
What would be wrong with that? 

Mr. Luptow. Basically the administrative expenses of the Agency 
are low. The real costs are in terms of food and education. What is 
necessary is that the Agency be able to procure these commodities lo- 
cally and as cheaply as possible. In the case of education a great 
amount of money is needed. As far as food is concerned, it has been 
found cheaper to buy larger quantities of wheat locally. American 
wheat, which is of a higher grade than usually used by these people, is 
very much more expensive. 

Mr. Passwan. It is the same American dollars buying the food else- 
where while ours is in storage not being used. So maybe we could 
provide the same number of calories from our surplus food. Would 
you have any objection to that ? 

Mr. Luptow. It is, in our view, important that the Agency have 
the maximum convertible dollars in order to operate. 
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Mr. Passman. We have a surplus of the four basic commodities you 
are buying. If we should have language in this bill—if it should not 
be subject toa point of order—that we are appropriating so many dol- 
lars in food, then you would help us establish the number of tons of 
wheat, sugar, beans, and rice; and as long as we supplied the food, 
would it not be as good as far as the refugees are « concerned ¢ 

Mr. Luptow. We will be willing to consider it, but I have stated 
what our experience has been. 

Mr. Passman. I would rather have money than marbles; but | 
think this thing could be curtailed quicker if we gave them food rather 
than money, as Canada did. 

Mr. Luptow. Theirs is an outright gift. 

Mr. Passman. What is ours, if it is not an outright gift? 

Mr. Luptow. I am talking about the wheat that was involved. 

Mr. Passman. Thank you, Mr. Taber. 

Mr. Taser. I think I am through for the time being, but I want to 
see this thing cleaned up. I do not think we ought to lose any time 
cleaning it up. 

Mr. Gary. Will the gentleman yield ? 

Mr. Taser. I am through. 

Mr. Passman. Ojf the record. 

(Discussion off the record.) 


FOOD PURCHITASES FROM U.S. SURPLUS 


Mr. Gary. Do they buy any of the food that is necessary for these 
refugees out of the surplus food supplies of the United States ? 

Mr. Luptow. The only food that I know of, sir, was powdered 
skim milk, and I believe that is no longer in surplus. 

Mr. Gray. With all the surplus food in the United States and these 
people hungry, do you mean we are contributing money to them but 
no part of our contr ibution is in food to feed them ? 

Mr. Murruy. I believe he said half the wheat for the flour was pur- 
chased in the United States. 

Mr. Luptow. He is asking about food. 

Mr. Murruy. Half of the wheat is coming from the United States, 
Mr. Gary. 

Mr. PassMAN. But not out of surplus. 

Mr. Murprry. That is the way Public Law 480 works. The pro- 
curement office buys off the market. 

Mr. Gary. Are any of the Public Law 480 surpluses used in this 
program ? 

Mr. Murpny. No, sir. 

Mr. Gary. Are any of the Commodity Credit Corporation sur- 
pluses used in this program ? 

Mr. Murrny. No, sir. 


NO PEACE IN AREA UNTIL REFUGEE PROBLEM SOLVED 


Mr. Anprews. Mr. Ludlow, you said last year before the committee 
that in your opinion there would never be any semblance of peace 
in this area until this problem is settled. 
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Do you still have that opinion ? 

Mr. Lupiow. I did not testify before the committee last year, but 
it is my opinion; yes, sir. 

Mr. Anprews. You told us that about 60 percent of the present 
refugee group is under 19 years of age / 

Mr. Luptow. Yes, sir. 


OPINION OF YOUNGER REFUGEES 


Mr. Anprews. Do the members of the younger generation have 
the same opinion that the older refugees have about this problem? 

Mr. Luptow. I would put it this way, sir, if I might: Yes, the 
have many of the same hatreds inculcated in them from the old folks, 
The one difference, which I believe is a slight, encouraging aspect of 
the problem, is that these young men w ould like jobs. ‘They are con- 
siderably more interested, in the long run, in having a job than merely 
sitting around in a camp fretting “about the fact that they do not 
have their home on the other side of the line. 


PROFESSIONAL MEN IN REFUGEE GROUP 


Mr. Anprews. Are there any professional men in the refugee group 
such as doctors and lawyers / 

Mr. Lupiow. Yes, sir. 

Mr. Anprews. What do they do? 

Mr. Lupiow. Well, such opportunities as they may have, sir, are 
extremely limited, but virtually all of the health staff of UNRWA, 
for example, is recruited directly out of the refugee group itself. | 
believe, if I recall correctly, that there are only eight non-Arab refugee 
doctors in the whole setup. All of the rest are Arab refugees. 

Mr. Anprews. Did those doctors formerly practice in Israel ? 

Mr. Luptow. No, sir; most of them are recruits from outside of the 
area. 

Mr. Anprews. Who pays them? 

Mr. Luptow. UNRWA paysthem. That is just part of the regular 
health budget. 

Mr. Anprews. Do you know on what basis they are paid? 

Mr. Luptow. I do not know what the salaries of the doctors are, 
but the total cost of the health operation is, roughly speaking, %8 
million. I think it was $2.7 million last year. 


NUMBER AND TYPE OF SCHOOLS FOR REFUGEES 


Mr. Anprews. How many schools do you have over there? 

Mr. Lupiow. 380. 

Mr. Anprews. Are they grammar schools? 

Mr. Lupiow. Well, all told, in elementary and} in secondary schools 
as well as vocational training schools, sir, there are 380. 

Mr. Anprews. Are there any high schools? 

Mr. Luptow. Well, the way the educational program is set up, sit, 
the elementary grades, I think, go through the sixth grade and then 
the secondary education has an additional five grades. 
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SUPPORT OF PAROCHIAL SCHOOLS 


Mr. Passman. Do you have any denominational schools? There 
was some mention of parochial schools. Do you have any parochial 
schools supported out of this appropriation 4 

Mr. Luptow. The way it works in Lebanon, Mr. Chairman, as you 
may very well know, is that a number of refugee children are sent to 
local parochial schools. 

Mr. Passman. And paid for from this appropriation / 

Mr. Luptow. And paid for out of this appropriation. Roughly 
speaking, I think there are about 50,000 refugee children who are sent 
to schools where UNRWA underwrites part or all of the educational 
cost. 

Mr. Passman. Is it by preference that they go to these schools? 
Do you have other facilities ¢ 

Mr. Luptow. It depends upon the location, sir. 

Mr. Passman. Would it be by preference or would it be on account 
of the geographic locality ¢ 

Mr. Luptow. The geographic locality. 

Mr. Passman. Which one? Both? 

Mr. Luptow. I do not know about the choice or preference, but I 
would say it is geographic location. For example, in Jordan, if I 
might point this out, some of the students who are educated in Jordan 
are going to Jordan-operated schools with an underwriting of 
UNRWA funds. 

Mr. Passman. Well, that is something which is not permitted in 
this country. Is that a statement of fact? 

Mr. Luptow. As far as I know, sir, it is. 

Mr. Passman. We cannot take public funds and make an appro- 
priation directly to a parochial school, regardless of what denom- 
ination it may be. So, we are permitting this appropriation to be 
used for something which is unconstitutional in this country. Is 
that a statement of fact ? 

Mr. Luptow. So far as I know it is. 


LACK OF PROGRESS IN REACHING SETTLEMENT 


Mr. Anprews. We have spent nearly a quarter of a billion dollars 
supporting these refugees over the period of the last 12 years? 

Mr. Lupiow. Yes. sir, 

Mr. Anprews. Or, nearly enough to satisfy the claims they have 
for compensation, and we are no nearer a solution today than the 
day we started ? 

Mr. Luptow. Not very much. As I said, I do feel we should take 
cognizance of the fact that there is a higher oe of realism among 
the leaders in the area that something has to be done, and by them- 
selves, , 

Mr. Anprews. And, the primary responsibility is upon the leaders 
of Israel ? , 

Mr. Luptow. And the Arab host governments. It is not a one-way 
proposition. 

Mr. Anprews. But the Israeli owes whatever is due as compensa- 
tion for property taking? 
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Mr. Luptow. Yes, sir; that is the decision which has been made, 

Mr. Anprews. And for which no compensation has been paid as of 
this date ? 

Mr. Luptow. That is right. 


PERCENTAGE OF REFUGEES LIVING IN CAMPS 


Mr. Ruopes. T just have about two or three questions : 

Mr. Ludlow, you said, I believe, that 60 percent of the refugees are 
now living out of c amps ? 

Mr. Luptow. Yes, sir. 

Mr. Ruones. Is this a fairly new development ? 

Mr. Luptow. No, sir, it has been the case practically from the in- 
ception of the whole program. 

Mr. Ruopes. In other words, only about 40 percent of the refugees 
ever went into the camps? 

Mr. Luptow. That is right. It varies according to the geographic 
locations. For example, in Syria there is virtually no one in camps. 
In Gaza, on the other hand, I think, nearly 70 percent of the refugees 
are in camps. 

Mr. Ruopes. As far as numbers are concerned, are we getting our 
main increase in the refugees from those who live in camps or from 
those who live out of the camps? 

Mr. Luptow. I have no precise figure, sir. IT would assume it is 
about across the board. 


REFUGER SUPPORT COST PER DAY 


Mr. Ruopes. In your statement you mentioned that it costs about 
7 cents a day fora refugee to support these people as far as food and 
shelter is concerned. 

Mr. LupLow. Food. 

Mr. Ruopes. Food only? 

Mr. Luptow. Yes, sir. 

Mr. Ruopes. On page 5 of your statement you state that the cost 
of food and care of a refugee averages only about 7 cents a d: ay. 

What would care be? 

Mr. Luptow. Health, shelter and services to the refugee other than 
education. 

Mr. Rnopes. When you use that figure and the term “refugee” as 
used in this connotation, are you referring to the refugees in camps 
or out of camps, or both ? 

Mr. Lupitow. Both. 

Mr. Ruopes. In other words, we contribute to the support of refu- 
gees both in camps and out of camps? 

Mr. Luptow. Yes, sir. 


REMOVAL OF EMPLOYED REFUGEES FROM RELIEF ROLLS 


Mr. Ruopes. Do you have any way of knowing whether the refu- 
gees who live out of camps actually need support? Are not a lot of 
them working? 

Mr. Luptow. One of the problems that the Agency is, of course, 
always confronted with is the question as to what time does a refugee, 
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once he gets a job, really go off relief rolls. ‘There is a standard pro- 
cedure whe reby a refugee, once he earns a certain amount per month, 
must go off the relief rolls. 

Mr. Ruopres. How many people are employed by UNRWA in the 
area of the Middle East in this refugee program ¢ 

Mr. Luptow. I gave a figure, roughly speaking, of 9,000 to 10,000 as 
being the overall employment. Most of them are refugees. 

Mr. Ruopres. Most of them are refugees / 

Mr. Luptow. Yes, sir. 


SUGGESTED SOLUTION TO PROBLEM BY OTHER CONTRIBUTORS 


Mr. Risoprs. You mentioned that the other nations who contribute 
to the support of these refugees would like to terminate their con- 
tributions and would use any excuse to do so. What do they want 
to do about this problem? Do they have a suggested solution other 
than to just drop it? 

Mr. Luptow. Well, sir, I myself think that the answer to that 
question is the fact that the resolution went through the U.N. General 
Assembly last year, and had as one of the specific requests that a new 
look at the question of repatriation or compensation be made. There- 
fore, everybody really is pinpointing on that one problem. That is 
the crux of it. 

Mr. Ruopes. That is the answer, then, that they gave / 

Mr. Luptow. Yes, sir; fundamentally that is it. 


REACTION OF OTHER CONTRIBUTORS IF U.S. CONTRIBUTION REDUCED 


Mr. Ruoprs. Do you feel they are prepared, to withdraw their 
support to the refugees in the event that we cut ours drastically ¢ 

Mr. Luptow. | am afraid that is true, sir. I think that most of 
them have exactly the same feeling that we do: that this is something 
where, just as a matter of humanity and commonsense as far as the 
individual care of the refugee is concerned, everybody has got to chip 
in as best he can, some consider: ably more reluctantly than others. 

sut, if we were to cut out appropriations or, rather, what we actually 
pledge, I do not think there is any question but that many of the others 
in the United Nations would say, “Well, as long as the United States 
is really cutting its contribution, this means that the Agency, as such, 
cannot continue to operate effectively and, therefore, there is no reason 
why we should contribute our little small token in this whole job and, 
so, we will not contribute at all.” 

That simply means that Uncle Sam has a bull’s-eye on him for hav- 
ing neglected 7” Agency. 

Mr. Ruoves. I do not agree that the bull’s-eye should be on us any 
more than it is on the other countries. 

Mr. Luptow. I realize that and I share your view. I am simply 
saying that this is the sort of logic you could expect from the other 
members of the United Nations and, unfortun: ately, some of the Arab 
refugees themselves. 

Mr. Ruopes. Do you mean to say, after having spent almost a quar- 
ter of a billion dollars on this program, we do not have any greater 
Store of good will than that 

Mr. Luptow. I believe we do, sir. I am merely saying—— 
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REACTION OF ARABS TO U.S. SUPPORT 


Mr. Ruopes. Do the refugees actually know that the United States 
is providing the lion’s share of support which they receive? 

Mr. Lupiow. As far as we know, sir, they do. 

Mr. Ruopes. Is not an Arab more or less contemptuous of a person 
who gives him something? Is that the nature of the Arab? 

Mr. Luptow. I would not want to generalize quite that way, sir. 

I would be inclined to say that they can be contemptuous of what 
they believe is an effort to try and pay them off. I think that they 
feel that as far as this is concerned, in the absence of getting what is 
really their sense of justice, then this care is their just due. 

Mr. Ruopes. What is their sense of justice? You have used that 
term several times. 

Mr. Lupiow. Their sense of justice is that they be given the choice 
of either being able to go home, as they see it, or to be paid for the 
loss of the home. 

Mr. Ruopes. You mean to go home and live politically under the 
Israeli Government ? 

Mr. Luptow. This is one of the things that, I think, as far as they 
are concerned, a good portion of them have not thought out. 

Mr. Ruopes. In other words, they would just want to go home and 
then worry about the other problems later on ? 

Mr. Luptow. They envisage somehow in far too many instances that 
home is there still and that all they have got to do is to go back and 

take up where they left off. It just is not the case so as far as Israel 
itself is concerned. 

Mr. Ruopres. We were in Israel very briefly. We were taken around 
by a lady who was a member of the Israeli Government and there was 
some talk concerning the repatriation and compensation of these refu- 
gees. The idea I got was that the Israelis are eager—in varying 
degrees of eagerness, perhaps, depending on the individual—to get 
this problem settled. 


LEADERSHIP TO NEGOTIATE SOLUTION TO PROBLEM 


Is there any kind of leadership which you can think of which can be 
exercised either by the administration or by the Congress or by any- 
body which might cause these people to be willing to sit down and truly 
negotiate / They might not come to any solution, but we are about to 
sit down with the U.S.S.R. in a summit meeting which I do not think 
anyone thinks will ever really solve anything, but we are going to try. 

Is there any way to get these people to just try / 

Mr, Luprow. Off the record. 

( Discussion off the record.) 

Mr. Ruopes. Do you think any settlement would have to be made 
through the good offices of the United Nations, or would it come more 
readily, perhaps, with a bilateral or multilateral approach on the part 
of other nations / 

Mr. Leprow. I do not think either precludes the other. T think that 
clearly we have not only a bilateral responsibility, which we are exer- 
cising, but the context of the United Nations does provide the logical, 


best means for all concerned to aid in defining what the parties’ differ- 


ences are in getting any possible discussions or solution underway- 
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Mr. Ruopes. In other words, everybody’s business is nobody’s 
business. 

Is any group or is there any individual either within the State 
Department or the United Nations drawing this thing together and 
working 24 hours a day for some sort of solution to this problem ? 

Practically everyone I have talked to has thrown up his hands 
and said there is no solution. I have heard it said there is only 
one problem in the world which cannot be solved: You can take 
care of the Chinese situation and the Vietnam situation and so forth 
and so on, but there is no way to solve this refugee problem. 

Perhaps I do not know enough about the problem to be over- 
whelmed by it, but it looks to me like there should be somebody 
working on it 24 hours a day to try to find a solution. 

Mr. Luptow. You are looking at one of the men. I have been 
trying at my various desks in the Department since 1951, and if I 
am not discouraged, it seems to me that I might suggest that, per- 
haps, there is still a prospect of a settlement. 

Mr. Ruopes. Well, I must say that I got the impression that, 
perhaps, you are discouraged. 

Mr. Luptow. I must, of necessity, be realistic enough to say that 
the prospects are not ‘good of any really early settlernent of the 
problem. Yes, sir, that is the way I feel. 

Mr. Ruopes. I admire your realistic approach, but I do hope that 
you will not give up the idea of trying something. If you have any 
idea of how we could be of service, I hope you will let us know. 

Mr. Luptow. Thank you, sir. 

Mr. PassmMan. To what extent does the United Nations carry out 
their recommendations? 

Mr. Luptow. Off the record. 

(Discussion off Sp record. ) 

Mr. Passman. I do not think you have any reason to be encouraged, 
because I think you stated for the record that we are not any closer 
toa settlement than we have ever been—just met and agreed to extend 
the life of UNRWA for 8 years. 

We are concerned over this. Other than the meeting that you had 
with these people to extend the life of this and to work a little harder, 
do you have anything else over which to be encouraged ? 

Mr. Luptow. I would like to repeat, sir, that T think that there is 
an increased sense of realism 

Mr. Passman. Among whom? 

Mr. Lupiow. Among the Arab leaders and in Israel, who realize 
that this thing just cannot goon forever. 

The real problem is to “provide the basic political atmosphere in 
which something can be done. 





APPROPRIATION OF FOOD RATHER THAN DOLLARS 


Mr. Passman. Perhaps, I could meet with you or you could come 
back in 2 or 3 days. I am gratified that you will consider the idea 
that we might give food. Let us cut the program down to a bare 
minimum, and then let us give food and just enough money for the 
administrative expenses of it, and work on that ac ouple of years and 
see if that does not help. If you will work with us on this food pro- 
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posal rather than money, it might be that with your good office we 
could solve this situation. So, you give us th: at ners as 
quickly as youcan. Yousaid you would consider 

Mr. Lupiow. I cert: ainly w ill consider it, sir. 

Mr. Passman. We ean take these dollars and figure out how many 
bushels of wheat and beans they will buy on the world m: irket, and 
we shall try to come up with an inc reased amount. so as to give you 
food for dollars. That just m: iv be the way to solve it. You get your 
ideas together, and your rec ommendations, and let us see if we cannot 
work it out that you are going to give food, and not money, and per- 
haps that will, within itself, solve the problem. 

Mr. Conte, do you have any questions ¢ 


AUTHORIZATION FOR PAYMENTS IN FOOD 


Mr. Conte. Mr. Murphy, could we give this surplus food without 
some type of legislation, or is there legislation on the books now? 

Mr. Murruy. I believe, subject to a check, Mr. Conte, that. title IT 
of Public Law 480 probably would cover this situation as grants where 
there would not have to be sales for local currency. 

Mr. Conrr. There would have to be sales ? 

Mr. Mureuy. There would not have to be sales. In other words, it 
could be an outright grant. Iam quite confident of that, but I would 
like to doublecheck it. 


USE OF U.S.SURPLUS COMMODITIES 


Mr. Conte. Mr. Ludlow, you mentioned the fact that it would cost 
more for the wheat coming from the United States than it would 
cost under the program of buying it there. 

You did not take into consideration the billions of dollars that the 
taxpayers are paying for the storage of wheat and other grains under 
this agricultural racket which we have here in the United States? 

Mr. Luptow. My concern, sir 

Mr. Passman. It does not apply to the farmers. It is after the 
products leave the farmers and are in the hands of these other people. 

Mr. Contr. There are plenty farmers driving Cadillacs around New 
York City. I had a farmer tell me that he was advised to grow wheat 
on his plot of land and was told that they would give him a monthly 
allotment. He said “I do not need the wheat.” The other party said 
“You can get a little check from the Government.” He did and then 
they paid him to take it out of production, and gave him so much 
money for soil conservation and so much for everything else. How- 
ever, that is irrelevant to this issue. 

Did you take that into consideration ? 

Mr. Luptow. We have taken the position, and again, I would like 
to observe that thus far we have not felt. that our contribution should 
be anything other than in cash—— 

Mr. Contr. Would it not be better, Mr. Ludlow, to double our food 
allowance so that we can give them wheat for bread and corn, soy- 
beans and rice? 

Mr. Lrptow. Well, I question myself, Mr. Conte, that. you might 
give the refugees a better diet: yes. 

Mr. Contr. Give them a better diet and build them up. 
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Mr. Luptow. But, the real point is even after you have built him 
up, What is he going to do? 

Mr. Contr. 1 think you are going to need some money for resettle- 
ment, but how much did you spend last year for resettlement ? 

Mr. Luptow. Nothing, because there was no resettlement. 

Mr. Conte. There you are. You need a little bit of money no doubt 
for resettlement once you start resettling these people, but most of 
the money goes into subsistence and food ? 

Mr. Luptow. The entire budget of UNRWA is devoted basically 
to subsistence and to education and health and health care. 

Mr. Contre. So, we need to put a little money aside for health care 
and education and the rest, and we could supply them food. Do you 
realize the good you are going to do for this country? We are going 
to get rid of this surplus we have in bins costing the taxpayers bil- 
lions of dollars—about $6 billion for this farm racket that we have 
in the United States—and you can help us eliminate this problem 
and at the same time we will be helping those poor, unfortunate souls 
over there. 

I would like to visit them and see them some day, if I could arrange 
it with some subcommittee—Agriculture or some other subcommit- 
tee. Iam barred from going with this subcommittee. 

Mr. Passman. Would the gentleman yield / 

Mr. Contr. Yes. 

Mr. Passman. Who barred the gentleman from going with this 
subcommittee, if he is making that as a serious statement? The 
gentleman from Massachusetts became a member of this subcommittee 
only last year. Furthermore, we have felt that a man who supported 
the high figure, and would not compromise on anything else, would 
probably be wasting his time and the people’s money to go on such 
a trip. But, if he “would really care to study the facts, we should 
like to have the gentleman go with us. However, I would repeat that 
the gentleman is now only in his second year on this subcommittee, 
and that he did not make a foreign inspection trip in his first year is 
certainly not unusual. 

Mr. Con'rr. Some day we will get out there and see this program. 

Do you not agree with es Mr. Valo ? 

Mr. Luptow. No, sir, I do not, sir. am afraid I feel, with all due 
regard to the necessity of getting rid of the surplus—and I have the 
highest sympathy for that as a taxpayer myself—that, what is im- 
portant for the purposes of the effective operation of the Agency, is 
that it have the funds basically available and uncommitted and that 
Wwe not put the Agency in a situation where it has more wheat and 
gaa than it knows what to do with and not enough clothing and 

lousing. 


CLOTHING 
Mr. Contr. Wait a minute. How much did you spend on clothing 
last year? 
Mr. Luptow. The clothing as such comes largely from the individ- 


ual, private contributors to UNRWA. 
Mr. Contr. So, you spent nothing out of this budget for clothing? 
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HOUSING 





How much did you spend on housing? You said they were living \ 
in hogpens. \ 
Mr. Luptow. Last year alone the housing was $2.7 million. \ 
Mr. Contre. Could you give us a breakdown for the record as to pre 
what you did with this $2.7 millon and what kind of housing you Th 
built ¢ of 
Mr. Luptow. Well, when you say “You,” you are speaking now of suc 
UNRWA and you are not speaking of me? I 1 
Mr. Conte. I am speaking of UNRWA; yes. Th 
Mr. Luptow. It actually was the removal of the last of the tent abe 
camps and a certain number of improvements in existing facilities. ma 
Mr. Conte. Mr. Gary said that he was there last year and he saw he 
tents all along the highway. th 
Mr. Luptow. I am not questioning what Mr. Gary said, Mr. Conte. int 
I am simply giving you what UNRWA assured me only the other th 
day that the last of the tents in the camps operated by UNRWA are sp 
now gone. 
Mr. Conte. There is a distinction ; wi 
Mr. Gary. Will the gentleman yield ? it 
Mr. Conte. I yield. sh 
; Mr. Gary. The tents to which I referred were not the refugee tents | 
. or, rather, they were not in the camps. | 
; Mr. Conte. They were outside of the camps? 
° Mr. Gary. Yes, sir. bt 
; They were just roving bands of Bedouins who I understand have hi 
: been roving around in that country for many, many years. I wish the ce 
gentleman would follow his line of questioning about what kind of m 
housing they are building because I would like to know about it. I fi 
think that is very interesting. I would like to know what they are st 
replacing these tents with. ; ow 
Would you answer that, Mr. Ludlow? What type of housing are bon 
they building? 
Mr. Luptow. It varies according to the locality. I would be glad 
to submit to the committee all the various types of housing, but they 
range from small timber houses to mud huts, to quonset huts and to b 
some cinder block. S| 
Mr. Passman. You mean we are carrying this to the point of con- a 
structing semipermanent buildings in which they will live? 
Mr. Lupiow. Yes, sir. 9 
$ 
MAJOR ITEMS OF EXPENSE 
Mr. Contr. Could you, Mr. Ludlow, for the record, give us a break- 
down of the major items of expense as far as food, housing, health, 
and education are concerned ? 
Mr. Luptow. That can be submitted for the record; yes, sir. 
Mr. Conte. I would appreciate that. i 


(The information requested appears on pp. 622 and 623.) 
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REFUGEE PROGRAM IN HONG KONG 


Mr. Contre. Have you seen the refugee program in Hong Kong? 
Mr. Luptow. No, sir. 

Mr. Conte. I was out there this year and I was tremendously im- 
pressed. It is one of the best programs I have ever seen in my life. 

There I saw the Catholic refugee relief program under the direction 
of Monsignor Rominello, where they took over surplus flour and corn 
such as we have here in the United States and made macaroni out of it. 
I would advise you to take a trip out there and see that operation. 
They give those families 5 pounds of macaroni per week and that is 
about. all they live on. They give them some corn for bread—for 
making corn mush—and it is a highly successful program. He said 
he would rather have that than money, because he is putting food in 
their stomachs. You know, as well as I do, that the minute you get 
into money, you get into graft and everything else. You have all of 
the officials over there putting their hands in the cookie jar so to 
speak. 

Mr. Gary. I saw something of that Hong Kong refugee program 
when I was in Hong Kong last fall. I also saw an exc ellent review of 
it on television just 2 or 3 y nights ago and it was most interesting. It 

showed the var ious types of buildings and apartments, 

Mr. Conte. I would like to see that. 

Mr. Gary. It was a very good film of the whole situation. 

Mr. Contr. It was the most amazing thing I have ever seen. They 
built these gigantic apartment houses, with no luxuries to them. They 
have 50,000 people in these apartment houses in a very small, con- 
centrated area. As you know, in Hong Kong they just do not have 
much room. Certainly any time that the Department comes up here 
for that program, I am for it because there is a good program. Iam 
sorry to say, based upon what I heard some of the committee members 
who have seen this program say, we have not accomplished half as 
much as they have in Hong Kong. 

Mr. ANpRrEws. Who operates “the refugee colony in Hong Kong? 

Mr. Passman. The British. 

Mr. Contr. The British Government. It is a British possession 
but they do have all of these small agencies come under this budget, 
such as the Protestant groups out there, the Catholic groups out there, 
and different small groups doing a fantastic job. 

Mr. Ruopes. On page 35 of the justifications under “Other Pro- 
grams” in the functional presentation, you will find that there is 

$800,000 contributed to the Hong Kong Government. 

Mr. Passman. Off the record. 

(Discussion off the record.) 


FOOD AND CARE FOR ARABS IN KIND 


Mr. Ruopes. With reference to the 7 cents a day for food and care, 
is that distributed to these refugees 1 in cash or in kind? 

Mr. Luptow. No, sir; it is absolutely i in kind. 

Mr. Contr. But, the 7 cents is used to make purchases over there? 

Mr. Luptow. Purchases throughout the world. 

Mr. Conte. Throughout the world ? 

Mr, Luptow. Yes, sir. 
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ARAB REFUGEES CONCERNED WITH JUSTICE 


Mr. Contr. Mr. Ludlow in answering, I believe, Mr. Taber’s ques- 
tion you said, speaking of the Arabs, they want their just due. 

Mr. Luptow. Yes, sir. 

Mr. Conte. And, you stopped there. What did you mean by that? 

Mr. Luptow. The Arab refugee feels that he was deprived of his 
home and his homeland. He, therefore, feels that the only way in 
which he can be dealt with justly is to have a choice as to whether or 
not he returns to that former homeland or whether he i is compensated 
for the loss of it. He has not received that choice and, therefore, he 
feels he has not received justice. 


NUMBER OF REFUGEES RESETTLED SINCE 1959 


Mr. Conte. Getting back to the resettlement problem; how many of 
these refugees were resettled last year ? 

Mr. Lupiow. Extremely few. The figures that UNRWA has on 
those that you can say have been resettled is roughly speaking 30,000 
refugees since 1951. 

Mr. Contr. Could you give the committee a breakdown by year of 
that 30,000 which have been resettled 4 

Mr. Luptow. We could try, sir, but I suspect that the Agency has 
not kept figures except, perhaps, for the last few years on that par- 
ticular item, but we can ask the Agency for it. 

(The matter referred to follows :) 
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Number of beneficiaries from UNRWA’s training and self-support programs by year! 











1960 
Type of tr ining or program 1951 1952 | 1953 | 1954 1955 | 1956 | 1957 1958 | 1959 3 rotal 
mos 
1. Vocational—general trade: 
i. Kalandia Center 136 39 ag 130 79 1S 139 
b. Gaza Center if 29 144 0 122 32 () 327 
ce. Courses in Lebanon : 8O 52 142 101 2 is 138 122 26 770 
2 Commercial training 5Y 52 142 74 72 18 106 30 0 553 
3. Teacher training : 100 100 52 ‘7 299 
4, Nurses training ° 57 29 433 50 113 108 56 29 65 0 543 
5. Placement services 
i. In Arab countries 
other than coun- 
try of residence ; $5 658 4()4 159 72 340 382 719 () 2 879 
b. In host countries 140 SS 100 225 200 90 1s4 206 0 1, 330 
6. Individual grant it ceil- 
ing of about $400 per 
pita intended for com- 
plete self-support): + 
1. Jordan 807 773 
b. Syria 13 YOU 515 44 24) 52 
Grand total for 
two countries ; . Py “ &, 89] 
7.Jordan Development 
Bank ° ‘ ee . ...| 12,000 
8, Small seale self-help proj- 
a. Small grants (about 
$50 per Capita to- 
ward partial self- 
support se ‘ ea i . 209 409 618 
b. Grants Lo coopera- 
tives ‘ 130 444 s 564 
9. University scholarships a as 32 34 5l 49 49 6S < 253 
10. Travel grants for migration 
overseas 7 ? 2s : ~ os 710 31, 555 643 383 7 3, B85 
lotal eis : eet f ‘ 33, 424 
rhe calendar year unless otherwise indicated. 
? The fiscal year. 
lhe fiscal year through 1954-55, the calendar year thereafter, the last 6 months of 1955 being included in 


1954-55. About 20 percent of the beneficiaries shown were graduates of UN RW A’s training courses 
‘From 1955 to April 1957 there were 5,406 beneficiaries 
UNRWA states that the bank estimates from 12,000 persons are working and li 
by the Bank since 1951. 
‘The fiscal year (or academic year). 
7 From 1951 through 1955 


ing on schemes financed 


NOTE here are now about 500 refugees in training in the vocational training courses, about 100 in trai 
ing in t ommercial training courses, and about 50 in training in the teacher training courses, as well a 
out 375 students now in universities on UNRWA scholarships. As from the fall of 1960 when the new 


vocational training center in Wadi Seir, near Amman, opens and the recent additions to Kalandi 
opened, UN RWA will be training about 1,000 refugees per year. 


REQUEST FOR REMOVAL OF RESTRICTIVE LANGUAGE 


Mr. Conrr. You state that there is a limitation on the scope of the 
use of your funds in your statement. 

Mr. Luptow. Yes, sir. 

Mr. Conte. Of course, you realize that this committee has no juris- 
diction over this—that is under the jurisdiction of the authorization 
committee. 

Mr. Murreny. That is right. 

Mr. Conrr. That is, in regard to that language? 

Mr. Mureny. That is right. There is an official request before the 
wuthorization committee to remove that restriction. 
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RESOLUTION OF PROBLEM 


Mr. Conve. One final question: 

Mr. Lathram, the Director last year of the Office of Near East and 
South Asian Affairs, if I am not mistaken, was a little bit more en- 
couraged than you were. 

He said at page 1329: 

Working both within the United States and the United Nations, we continued 
to request the parties directly concerned to take steps which might lead to an 
early resolution of the refugee problem. 

Mr. Lupiow. I think that statement stands, sir; but I would simply 
point out that the earlier the parties, as far as we are concerned, get 
together 

Mr. Contre. But, you do not foresee any early resolution of the 
problem ? 

Mr. Luptow. No, sir. 





NUMBER OF EMPLOYEES 


Mr. PassmMan. You mentioned earlier that vou did not know the 
number of Americans employed in this program / 

Mr. Lvpiow. Yes, sir. 

Mr. Passman. You are going to get that information for us; are you 
not ¢ 

Mr. Luptow. Yes, sir. 

Mr. Taser. Would the gentleman yield / 

Mr. Passman. Yes, sir. 

Mr. Taser. We ought to have the number of Russians. 

Mr. Luptow. There are no Russians. 

Mr. Passman. We have 9,000 to 10,000 total, and he is going to give 
us a breakdown of the number of Americans and the number of 
nationals. 

Mr. Luptow. Yes, sir. I can assure you, Mr. Taber, if they snuck 
t Russian in, he will be snuck out again. 


PRIMARY PURPOSE AND ULTIMATE GOAL OF PROGRAM 


Mr. Passman. The primary purpose of this appropriation is to buy 
food for the refugees / 

Mr. Luptow. The primary purpose—— 

Mr. Passman. Of the appropriation is to provide food? 

Mr. Leptow. Food, and a rehabilitation program which is fund 
mentally education—food, care, and shelter. 

Mr. Passman. But, should not the rehabilitation program have a 
its ultimate goal getting these people into some other country or back 
into Israel? That is the ultimate in the rehabilitation program; isi 


not / 


Mr. Lupiow. Yes, sir: that is correct. 

Mr. Passman. So, this aid is so those people can subsist until such 
time as they are relocated ? 

Mr. Leptow. It is a combination of that, sir. By working in you! 
rehabilitation program, you are not trying . ae at the bad—— 
J = PassmMan. But, you said you wanted money, and not food in 
<1. 


Mr. Luptow. That is correct. 
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TOTAL AMOUNT OF APPROPRIATION USED FOR FOOD 


Mr. Passman. Now, we want to know of the total appropriation 
what amount is used for food. 

Mr. Luptow. The total amount of food for which the Agency has 
to spend money is $14.7 million budgeted for 1960. 

Mr. Passaan. Out of what amount? 

Mr. Luptow. The total budget is $34 million. 

At least, that is what it is anticipated to be including the total con- 
tributions. The budget itself, sir, for 1960 is $387 million. They 
expect about $34 million to $35 million. 

Mr. Passman. And, there is only $14.7 million for food ? 

Mr. Luptow. Yes, sir. 

Mr. Ruopes. That does not add up, though. I do not think that is 
right. 

Mr. Luptow. The “Supplementary feeding” is $1.5 million. 

Mr. Passman. If we may, let us deal directly’ with the appropriation. 

Mr. Mvurrny. The thing he wanted to bring out is that the $14.7 
million figure does not include the “Supplementary feeding” which 
is another $1.5 million. That makes $16.2 million, or almost $16.3 
million. 

ADMINISTRATIVE EXPENSES 


Mr. Passman. Does the record disclose that every year, percent- 
agewise, of the total amount appropriated the administrative expenses 
and other items are increasing? 

Mr. Luptow. The administrative costs have remained basically 
the same percentagewise, sir. 

Mr. Passman. The percentage of the total appropriation? 

Mr. Luprow. Yes, sir. 

Mr. Passman. The amount that is being actually spent for food 
going down and all the other items—the total—is going up? 

Mr. Lupiow. No, sir. 


—_-e 
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REQUEST FOR BREAKDOWN OF APPROPRIATION BY OBJECT 


Mr. Passman. Then, we want a breakdown from the inception of 
the program, by year, as to the amount for food, the amount for 
administrative expenses, the total amount for personnel, the amount 
for education, and the amount for travel. We want it broken down 
in detail. 

Mr. Taser. Mr. Chairman, you left out an item that you ought 
to put in, and that is salaries. 

Mr. Passman. I wanted the cost. of the administrative items in 
one category and the run-of-the-mill in another, because you have 
9,000 to 10,000 people, and we want to know the number of Ameri- 
cans and their pay rate. However, we want this from the inception 
of the program—the percentage of the total appropriation for food, 
by years, so that we can agree on just how much we shall need to 
appropriate for food. 

Mr. Luptow. Food is only a part of it, Mr. Chairman. 

Mr. Passman. But, at least, I think this committee will want to 
give you food, and not. money, for as much of the program as we can. 

You do know what we want? We want it broken apart—the actual 
money expended for food. 

Mr. Luptow. Yes, sir. 
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Mr. Lupiow. Yes, sir. 


Mr. Passman. And then for housing? 


Mr. Lupiow. Yes, sir. 


Mr. Passman. And, then for education ? 


Mr. Passman. And, then the total amount for personnel of 9,000 


» 10,000. 


Mr. Lupiow. Yes, sir. 


Mr. Passman. Then that part that would be in an administrative 
capacity, and on Americans list their salaries and expense allowances, 
and how long they have been with the program, and give us a little 
background of the present Director, as to what he did before he 
assumed the responsibility of managing this program. 


Mr. Luptow. Yes, sir. 


(The information requested follows :) 


UNRWA food purchases, calendar year 1959 


Product 


United States 
Western Germany 
Canada 
Pulses 
Total 
Abyssinia 
Turkey 
Greece 
Jordan 
Sudan 
Morocco 
Syria 
Oils and fats 
otal 
Belgium 
Holland 


Sugar 


KL.egypt 
It ily 
Vietnam 
Burghol 

lotal 
United States 
Syria 
Lebanon 
Jordan 
W hole milk 
Total 
Australia 
Denmark 
Skim milk 
Total 
United States 
Canada 
Dried fruits 
Total 
Ir iq 
Greece 
Yugoslavia 


Fresh and other foodstuffs for supplementary feeding purcl 
PI - I 


Grand total 





price trough, 


2 Free, 


wally 


1 Pulses purchased by UNRW£A include chick peas, baricot beans, green lentils, 1 
lima beans, pinto beans, Anzola beans. UNRW4A tries to 


variety of pulses 
for the nutritious value of the ration. It purchases on worldwide ten ( 


ler 


Quantity 


metric 

tons 
06, 673 
2, 787 
34, TAl 
19, 136 
Ss UM) 
(4, 783 
2 644 
4 
44 
20 
500 
4.040 
2. 46 
1. O7 
6, 335 
(6, 335 
> 700) 
(1, 35 
362 
(Re 
109 
210 
(95 
115 
3. 000 
> 100 
YOO 
1, 671 
(1, 464 
130 
ec lentils 


n the cor 


ince with 


Value, U.S 

dollars, cost 

ind freight 
Beirut 


1, 137, 322 
S38, 524 


208, 79S 


SOS, 049 


FOR, (49 


637, 883 
S83, 3Y 
194, 437 


(160, 053 


126, 176 


(A6 404 


131, 151 
67, 681 
4(), 371 
(23, 10K 


400, 000 


11, 712, 023 


, broad beans, 
rse of the year 


the s¢ isonal 
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International and area staff costs ; expenditures for calendar years 1958 and 1959 


Calendar year 1958: 
International : 
Ee I a ees a ka Sgteseiia cs cata is lps eve iccmiien ia, Ay CROC 








_—_— 






em RT sr Gs oie 867, 000 
RN saa icicincsicianisicnisase nila deliaidsintts calpain ie oe 698, 000 
—————— 

Area (mostly refugees) : 
ASS Riccitenttbtddtichemine _. 8,977, 000 






——— 


SE ee ne ae ek a 1, 122, 000 
NT i ces caste aca ndaie biel suncbaiedeem kis 7, 855, 000 





































Calendar year 1959: 














a ch - 1,476,000 | 
nO i st i ae T78, 000 
te Sani aasaranabee waters Pee 598, 000 
Area (mostly refugees) : 
” oli aie ca ere pl aS St plies aera hte ie aa _. 9,587, 000 
t 
ls I NIN csc ay evi -. 1,174,000 
i. ON i ese Faas ecad ak uhes Setomsoriaweeaiartccancias’* ERIC 
6 — 
f 
cS NOTE 


1. Total staff costs are not shown in public statements prior to 1958 because 
in the time given to UNRWA it has not been able to review its records for the 
period prior to 1958. 

2. The present staff of UNRWA, including UNESCO and WHO seconded 
thereto, includes 148 international employees and approximately 10,600 area 
employees. 

3. Staff costs include salaries to regular employees and wages to part-time 
or occasionally employed local workers. They also include in the case of 
regular employees such post or dependency allowances as the assignment re 
quires, together with travel expenses from the point of recruitment to the area 
and return to home at the time of severance from the Agency. Also included 
is a severance allowance of 1 month’s pay per year of service. There are no 
provisions for retirement benefits. 


eremtntm@ c Get 


3IOGRAPHICAL DATA ON JOHN HERBERT DAvIsS, DIRECTOR OF UNRWA 


sorn Montgomery County, Mo., Oct. 9, 1904; s. Ollie W. and Mabel Buchanan 
Davis: B. S. Iowa State Coll., 1928; M.A. in Agricultural Economics, Univ. of 
Minnesota, 1935, Ph. D., 1949; m. Edna Frazier, 1928; children—James Frazier, 
Herbert Lowell. Teacher agriculture and coach, consolidated school, Douds- 
Leando, Ia., 1928-30; chief, wheat sect., Commodity Credit Corp., 1942—44, pres. 
1953; exec. sec. Nat. Council Farmer Coops; 1944-52: gen. mgr. Nat. Wool Mar- 
keting Corp., Boston, 1952; dir. marketing and adjustment U.S. Dept. Agr. 1953, 
assistant secretary of agr., 1953-54; chairman board Federal Crop Insurance 
Corp., 1953-54; dir. program agr. and bus. Harvard Business Sch., 1954-1958. 
Mem. U.S. Delegation F.A.O. Conf., Copenhagen, Denmark, 1946, Washington, 
1949, 50, Rome, 1951, 56, head U.S. delegation, Rome, 1953; head U.S. delegation 
Cotton Conf., Washington, 1953, Brazil, 1954; mem. U.S. del. Internat. Fedn. | 
Agrl. Producers, The Hague, Holland, 1947, Guelph, Ont., Can., 1949, Stockholm, 
Sweden, 1950, Mexico City, 1951; mem. U.S. delegation Internat. Wheat Conf. 
Washington, 1948; mem. com. on rural service Boy Scouts Am.; U.S. del. F.A.O. 
Caribbean Conf., 1951; mem. Nat. Agrl. Research Policy Com., 1946-52; mem. 
Dept. of ch. and econ. life Nat. Council Chs. of Christ since 1948; chmn. pro- 
gram com. Conf. Nat. Orgns., 1951; mem. Nat. Agrl. Moblzn. Com., 1951-52 ; mem. 
bd. Am. County Life Assn., 1948-52, Found. Am. Agr. since 1951. Farmer 
Corps., 1950. Mem. Pi Gamma Mu. Pres. Nat. City Christian Ch. Corp., Wash- 
ington. Conglist. Club: Cosmos. Co-author: A Concept of Agri. Business, 
Farmer in a Business Suit, 1957. Office: UNESCO Building, Beirut, Lebanon. 
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Appointed Director United Nations Relief and Works Agency for Palestine Ref- 
ugees, Feb. 15, 1959—-Who’s Who in America 1958-1959, p. 680 
(Nore.—Information on American personnel employed by UNRWA 
appears on p. 597.) 
RATION RECIPIENTS 


Mr. Ruopes. Mr. Ludlow, if you spent $14 million for food and 
you spend 7 cents a day for 1 million refugees, | wish you would tell 
me how your arithmetic works out, because 365 times $70,000 is about 
$25 million. There is something wrong there somewhat. You can 
straighten that out for the record, however. 

Mr. Luptow. Actually, the ration recipients are considerably less 
than 1 million. 

Mr. Ruopes. When I asked you whether people. in the camps or the 
people outside were receiving help y you said “both.” 

Mr. Luptow. Ration recipients are in and outside the camps, sir. 

Mr. Ruopes. Let us know how many ration recipients there are. 

Mr. Luptow. Yes, sir. 

(The information requested appears in the material furnished. on 
p. 591.) 

REASON FOR DOLLARS RATHER THAN FOOD 


Mr. Avexanper. Mr. Ludlow, is the fundamental reason that you 
want money instead of the types of food that you could use in that 
country for the refugees the fact that the American food that we have 
in surplus would cost you more for your money than you can buy it 
on the world market ? 

Mr. Luptow. That has been the position of UNRWA, yes, sir. 

Mr. ALexanper. Well, I am just trying to get the reason why you 
prefer money instead of foodstuffs. 

Mr. Luptow. So that the Agency will have the maximum cash for 
all of its operations and so that it can buy as much as cheaply as it 
possibly can in terms of foods and utilities. 

Mr. ALexanper. I was in Jerusalem and Palestine last fall and I 
am very sympathetic to your problem and to your program. 

Mr, Luptow. Thank you. 

Mr. ALexanper. But, the thing which disturbs me is that since the 
program has been underway, we have increased the number of refu- 
gees and seem to be entirely bogged down in their rehabilitation, at 
least to any appreciable extent, and actually, the more we give them, 
the more we perpetuate in some degree the continuation of this very 
thing. 

EFFORTS MADE TO PRESSURE NEGOTIATION 


I wonder if you would tell the committee what leverage or steps 
have been taken by the United Nations to get Egypt and the Arab 
people on the ball to work out their differences so that you can give 
the Arabs their just due / 

Mr. Luptow. In the United Nations the members of the United 
Nations have repeatedly made clear during the course of debate their 
continued exasperation that the problem continues and have urged 
on the parties—and this means Israel as well as the Arab host goev- 
ernments—that they get together and settle their differences. 
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The last resolution of the General Assembly was adopted unani- 
mously and asked that efforts be made in looking anew at this entire 
problem of repatriation and compensation, since this is admittedly, 
in the eyes of all members of the U.N., the crux to the solution of 
the problem. It is basically a matter of collective political pressure, 
for whatever it is worth, sir. 















RESPONSIVENESS 





TO ECONOMIC PRESSURE 


Mr. ALexanper. Would this committee be able to help you to bring, 
perhaps, economic pressure on one or another of the nations’ That 
might be helpful in getting them to act more as a catalytic agent. 

Mr. Luptow. Mr. Alexander, I appreciate the idea, but I would 
point out this: The countries that are directly involved in this are 
not responsive to economic pressure. They react to it. I do not 
think, that however much you sought to withhold, reduce, or other- 
Wise penalize the parties, you would have any favorable etfect on 
either Israel or the Arab host governments. If ‘anything, they would 

i be inclined to just react, sh: ir we say, more viole ntly and blame the 
United States more readily for whatever might be the dilemma in 
' the area. 

Certainly, if the funds for this agency were cut rt as I think I 
pointed out to Mr. Taber, the U nited States would get the initial 
blame for the Agency’s collapse. Any sort of reduction 

Mr. ALexanper. Well, how about reductions in funds which would 
go to Israel or— 

Mr. Luptow. Well, I would suggest that this would not have any 
effect on Israel’s decision. If anything, probably it would make 
Israel say “Well, so what? The heck with you, if this is what you 
’ are trying to do to us.” 

Mr. ALexanper. I was very much impressed when I was over 

pt there. I was on a high hill in Jerusalem and a bootblack who was 
an Arab was shining my shoes. I asked him questions about where 
he lived and so forth, and he pointed out across the hill to some 
lights. He said “That is my home.’ 

Mr. Luptow. That is true of many people in Jerusalem. 

Mr. Anexanper. I can see the emotional impact that you would 
have and I realize the problems, but it seems to that we are ad- 
mitting that there is nothing we ean do about it. I do not know, but 
I feel that some steps should be taken and, certainly, there is an 
answer, 

Mr. Luptow. I earnestly repeat, sir, that the only answer is con- 
tinuing, quiet pressure on the parties directly concerned. 

Mr. Atexanper. How long have we been quietly putting this pres- 
sure on? 

Mr. Luptow. Ever since the problem started. 

Mr. Anexanper. And, that was in 1949? 

Mr. Lupitow. Yes, sir: 1948 was when the refugee crisis arose, and 
from that point on. 
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Mr. Atexanper. It has been more than 10 years and the number 
of refugees has increased almost one-fourth ? 

Mr. Luptow. Yes, sir. 

Mr. ALexANpeR. Well, that is certainly a difficult situation and it 
does not look very encouraging. 

Mr. Luptow. It does not look very encouraging, yes, sir; but I 
refuse to give up hope. With a continuing conscientious effort, as we 
are making and will continue to make, I can assure you that we can 
gradually increase the basic sense of realism in the area itself and 
increase the sense of their own self-interest in getting at the solution 
of this problem. But this takes quite a bit of persuasion. It is not 
going to be done in any way out in the open, at least not in the first 
instance. 


BASIS FOR DIFFICULTY IN REHABILITATION PROGRAM 


Mr. ALExanper. What, fundamentally, has caused your rehabili- 
tation program to bog down? 

Mr. Lupiow. Basically, it results from the Arab host governments’ 
resistance to the use of any funds which might imply resettlement im 
the absence of the refugees having the option for repatriation or 
compensation. 

Mr. ALexanper. If I understand it correctly, the Arabs that have 
been displaced and who have had their property taken have neither 
been offered the opportunity to move back or payment for their 
property; is that correct ? 

Mr. Luptow. That is correct, sir. 

Mr. ALexanper. That isall, Mr. Chairman. 

Mr. Passman. I want to thank you very much. 

Mr. Luptow. Thank you, Mr. Chairman. 

Mr. Passman. This is indeed disheartening, but you are doing the 
hest you can to solve this complex problem. I know that you are 
conscientious. 

Mr. Luptow. Thank you. 


PROBLEM IS A STALEMATE 


Mr. Passman. But accomplishments to date, in my opinion, have 
been practically zero. I have been there. They agree that they are 
never going back to Israel, and there is no plan for it on the part of 
the Israeli Government. You say that they will not take money, and 
the Israeli will not take them back. So if that is not a stalemate, 
if you ever find one I wish you would tell me about it. 

Mr. Luptow. I will have to agree with you, sir. 

Mr. Passman. And I hope that the Congress gives you food; at 
least, we can indicate that we are humanitarian. And I think the 
quicker we get away from perpetuating these agencies with these 
high-priced salaries, living high on the hog in these foreign lands- 
and I say that with all due deference to the people over there—I think 
they have not had sufficient encouragement to come home: and if we 
use food, perhaps America will start looking better to some of them. 

Thank you, Mr. Ludlow. 

Mr. Luptow. Thank you, sir. 
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THurspay, Marcu 24, 1960. 


MIGRANTS, REFUGEES AND ESCAPEES 


WITNESSES 


ROBERT S. McCOLLUM, DEPUTY ADMINISTRATOR, BUREAU OF 
SECURITY AND CONSULAR AFFAIRS, DEPARTMENT OF STATE 

GEORGE L. WARREN, REFUGEE ADVISER, OFFICE FOR REFUGEE 
AND MIGRATION AFFAIRS, DEPARTMENT OF STATE 

JOHN E. MURPHY, INSPECTOR GENERAL AND COMPTROLLER, 
MUTUAL SECURITY 


Mr. Passman. We shall consider this morning the request for the 
Intergovernmental Committee for European Migration (ICEM), 
United Nations High Commissioner for Refugees, and the U.S. es- 
capee program. 

The principal witness will be Mr. Robert S. McCollum, Deputy 
Administrator, Bureau of Security and Consular Affairs, Depart- 
ment of State, accompanied by others. 

We shall insert in the record pages 17, 18, and 19 of the justi- 
fications. 

(The pages referred to follow :) 


MIGRANTS, REFUGEES AND ESCAPEES 
DESCRIPTION AND OBJECTIVES OF THE CONTINUING PROGRAMS 


The United States pursues its objectives in the refugee and migration field 
through three agencies: The Intergovernmental Committee for European Migra- 
tion (ICEM), the Office of the United Nations High Commissioner for Refugees 
(UNHCR), and the U.S. escapee program (USEP). These agencies all work 
closely together and coordinate their activities at headquarters and country level. 
ICEM facilitates the oversea movement of refugees and migrants; the UNHCR 
concentrates on providing legal and political protection to refugees within his 
mandate, establishes older refugees who must remain permanently in their 
present countries of asylum and aids Algerian refugees and refugees from the 
United Arab Republic; USEP aids the most recent escapees from communism 
who are of special political significance in our ideological contest with the 
Eastern bloc. Funds for each of these organizations come from different 
sources. Twenty-nine member governments particularly interested in migration 
contribute to the budget of ICEM. Members of the United Nations support the 
UNHCR. Congressional appropriations support USEP as a unilateral US. 
program serving specific U.S. priority interests. By participating in and con- 
tributing to the UNHOR and ICEM, the United States gives leadership to the 
combined efforts of other governments and encourages the application of their 
resources and contributions to the relief of the total refugee and migration 
problem. USEP, through its reestablishment of new escapees, promotes the 
maintenance of liberal asylum policies throughout the free world. To implement 
the above programs a total of 34 American employees funded under section 
411(c) will be required overseas in fiscal year 1961. This compares with 48 
required in fiscal year 1960. 

U.S. INTERESTS 


The promotion of the strength and stability of the countries of the free world 
continues to be a concern of the United States. Surplus population, sometimes 
aggravated by large numbers of unsettled refugees, is a weakness of some of 
these countries. At the same time other countries in the free world are under- 
developed and need manpower. The United States therefore has a strong 
interest in participating in international efforts to reestablish these refugees and 
migrants as productive citizens in countries needing them. 
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Program summary 


[In thousands] 


Meera NE Ra he Fa ee eee ee os el ole $17, 301 
ERENT = US Nc a a 20, 370 


TO OANMESINIMR SOOO ON iis i an els ce ia alae enka es bay caine eon 15, 000 


Detail of program 


{In thousands] 


} l 

|Calendar year|Calendar year} Proposed 

Activity 1959 1960 calendar year 
1961 


Migrants, refugees, and escapees: 














NE eA 2 $6,941 | $12, 200 $10, 000 
a TEER I IR EEE 1,200 | 1,100 1, 500 
ne ea 38, 030 5, 200 3, 500 
en I IS ic hen eect adawhe | 41,130 | 1, 870 a ‘ 
a a | $17,301 | 20, 370 15, 000 
nen no es ee Leeman a Lidutdicguukoudaasoada 
Egyptian refugees................. Sea era cere ee S200 tose eit 
PI a Bi | 17, 651 20, 370 15, 000 
1 Shown as a separate program on following separate statements. 
2 Excludes $4,547,000 of prior year funds. 
+ Excludes $1,961,528 of prior year funds. 
4 Excludes $500,000 of prior year funds. 
§ Includes fiscal year 1959 funds only. 
¢ Funded from prior year funds. 
[In thousands] 
Economic assistance, fiscal year Obligations | Expenditures Unliquidated 
On, Sn ORS WO ae ce ec eee bemccasccwoc sence $17, 301 | 0 |) ne 
= 
Cumulative, Ce ie a ear iieaataioa alae 27, 567 113, 231 | $14, 336 
th UR I 20,370 | 21, 803 eine ts 
.. eo Ss aes 
Cumulative, Ns a at ee hk | 147, 937 | 135, 034 | 12, 903 
It OI a 15, 000 MF fcshincice acces 





The solution of these problems on political and humanitarian as well as eco- 
homie grounds is likewise of concern to the United States. Our desire to insure 
the maintenance of an effective asylum policy for escapees from communism 
isa primary objective. Countries which would otherwise be unable to bear the 
burden of granting asylum to escapees are enabled to do so through U.S. aid. 
The provision of assistance fosters the maintenance of a liberal asylum policy 
in the West. Both of these are a manifestation of the continued interest of the 
free world in the peoples in the Soviet bloc, and gives the lie to Communist prop- 
aganda charges of Western neglect and exploitation of the refugees. 

There are still thousands of refugees in Europe, and the influx continues. 
About 12,500 refugees a month from East Germany receive asylum in the Fed- 
eral Republic of Germany and for them the German Government assumes all 
costs of maintenance and integration into the German economy. Even though 
Austria still has 4,500 Hungarian refugees not yet assimilated, it gives asylum 
to 150 Yugoslav refugees every month. Italy and Greece, both highly over- 
populated, are likewise receiving large numbers of Yugoslavs continuously 
(Italy over 200 per month), even though Greece is also beset with the problem 
of providing aid to Greek ethnic refugees from the U.S.S.R. and Rumania. These 
countries are also giving asylum to refugeees from Poland, Czechoslovakia, 
Bulgaria, Albania, Hungary, and the Soviet Union. 

There still remains about 7,500 refugees of European origin in Communist 
China. Aid must be provided for them in transiting Hong Kong and resettling 
abroad if this worthy rescue program is to continue. More than a million 
Chinese refugees from Red China are jammed into Hong Kong and need 
help desperately. Over 250,000 Algerian refugees in Tunisia and Morocco are 
dependent upon outside aid for their very existence, and refugees of European 
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origin from Kgypt continue to need assistance in being restablished in Europe 
and abroad. 

Overpopulation is a major problem in Italy, Greece, Spain, and Holland for 
Which migration is a principal solution. The interest of underdeveloped coun- 
tries in these sources of manpower must be fostered through assistance ip 
financing migration to them. 


rHE INTERGOVERN MENTAL COM MITTEE FOR EUROPEAN MIGRATION 


It is presently estimated that ICEM will move 122,250 persons out of Europe 
in 1961, of whom approximately 45 percent will be refugees. During the same 
period, it is expected that ICEM will move 3.250 refugees of European origin 
from mainland China through Hong Kong. Migrants will move largely from 
the overpopulated countries of Greece, Italy, Spain, and the Netherlands, while 
the refugees will be moved mainly from Germany, Austria, Italy, and Greece, 





THE OFFICE OF THE UNITED NATIONS HIGH COM MISSIONER FOR REFUGEES 
The UNHCR program in 1961 is expected to be concentrated upon providing 
aid to old out-of-camp refugees in Europe and upon international legal and 
political protection of refugees. It will also provide material assistance to 
Algerian refugees in Tunisia and Morocco and to refugees of European origin 
leaving the United Arab Republic. 
















PME U.S. ESCAPEE PROGRAM 








USEP expects to begin calendar year 1961 with a caseload in Europe of about 
' 6.800 and to end the year with about 5,200. During the year, more than 7,700 
new escapees are expected to be registered, about 450 escapees will be integrated, 
over 7,000 will be resettled abroad, and about 1,850 will be dropped from the 































’ 
- caseload for other reasons. Aid will be concentrated largely on new arrivals 
@. and escapees who have been in the West no more than 8 years. The program 
: ; in the Far East will continue to be directed primarily toward the rehabilitation 
es of professional, intellectual, and other leadership elements. 
ra 
oo THE WORLD REFUGEE YEAR PROGRAM 
: 
‘ t Subsequent to the passage of the U.N. General Assembly resolution in Decem- 
. ber 1958 designating the period June 1959 to July 1, 1960, as “World Refugee 
e Year,” the United States has taken an active part in stimulating acceptance 
: and supporting the objectives of the resolution which the United States had | 


cosponsored. A Presidential proclamation, a White House meeting on refugees, 
and support of the U.S. Committee for Refugees were major efforts put forth 
to stimulate nationwide private participation in helping to solve the extent of 
worldwide refugee programs. As a result, municipal and State committees 
have been formed, proclamations have been issued by Governors and mayors, 
and fund-raising programs have been initiated. Twelve of the principal U.S. 
voluntary agencies which have been active in assistance to refugees for many 
years have set for themselves a goal of increasing their regular refugee pre 
grams, approximating $50 million annually, to $65 million during this special 
year. 

Other governments, national committees, and voluntary agencies in other 
countries are pledging significant sums to further the special World Refugee 
Year programs in behalf of refugees. As of February 1, 1960, other govern- 
ments have pledged a total of $4,619,429: national committees of other countries 
have collected $5,126,000 of a target amount of $10,760,000; and the voluntary 
agencies of other countries have collected $3,800,000 of a target amount of 
$6,521,000. 

The United States has made available $3.5 million in addition to its regular 
refugee programs. It is also joining with other governments in the issuance 
of special commemorative World Refugee Year stamps to further the interest 
in the problems of refugees. 


INTEREST OF OTHER PARTICIPATING GOVERNMENTS 


As is indicated under the appropriate program explanations which follow, 
other governments demonstrate a strong interest in refugee and migration 
programs both by the size of their financial contributions and by the ancillary 
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assistance essential to the resettlement and permanent reestablishment of 
refugees and migrants. Contributions of other governments range from 55 
percent for ICEM to 6634 percent for the UNHCR. 

Although USEP is a completely U.S.-financed program, other governments 
participate generously in the extension of assistance to the escapees in whom 
the United States has a priority interest; the governments of first asylum assume 
responsibility for basic care and maintenance of these escapees thus permitting 
the USEP assistance to be merely supplementary. These governments also con- 
tribute to the permanent solutions of the escapees who cannot be resettled 
by making available land for housing projects, sharing in the costs of permanent 
hospitalization or sanitorium care and by assuming responsibility for the 
escapees’ inclusion in social security benefits available to the indigenous popu 
lation. The countries of first asylum which contribute to ICEM movements 
on a per capita basis for all migrants or refugees moved from their borders 
include escapees in such benefits. 

Resettlement countries assume significant costs involved in the reestablishing 
of the escapee in his new environment. Sueh costs involye among many items, 
language and vocational training, temporary housing and feeding, and trans- 
portation from the port of arrival to the escapee’s ultimate destination. This 
is particularly true in Canada and Australia to which a large percentage of 
escapees are admitted for resettlement. 


Mr. Passman. Have you a statement to make to the committee, 
Mr. McCollum ? 

Mr. McCotium. Yes, sir; I do. 

Mr. Passman. You may proceed. 


GENERAL STATEMENT 


Mr. McCotium. Mr. Chairman, I am grateful for the opportunity 
to report today on the current status of refugee and migration prob- 
lems of concern to the United States, on the normal programs con- 
ducted on behalf of refugees and migrants and on the supplementary 
efforts stimulated by the aad orld Refugee Year established under the 
auspices of the United Nations. The three regular programs sup- 
ported by U.S. Government appropriations are the U.S. escapee pro- 
gram, a unilateral effort, the United Nations High Commissioner for 
Refugees, and the Intergovernmental Committee for European Migra- 
tion, an international organization not affiliated with the United 
Nations. Each program deals with a specific aspect of the total 
problem coordinated at all levels of activity with the others and with 
concerted effort to avoid overlap or duplication of effort. 

Mr. Chairman, the total amount requested for appropriation for the 
three agencies for fiscal year 1961 of $15 million is $3,500,000 less 
than the total appropriated for fiscal year 1960. The fiscal year request 
includes $3,500,000 for the escapee program, $10 million for the 
Intergovernment: i] Committee for European Migration and $1,500,000 
for the United Nations High Commissioner for Re fugees. 

The gains achieved during the current fiscal year aiding refugees 
have permitted the reductions reflected in the request for fiscal year 
1961. Nevertheless, the problems of unsettled refugees remain and 
call for continuing effort in fiscal year 1961 and will remain as long 


as conditions of oppression continue, conditions which of themse Ives 
create refugees. 


THE U.S. ESCAPEE PROGRAM 


Mr. Chairman, you and this committee know that USEP is entirely 
a unilateral program which was begun in 1952 for the purpose of 
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demonstrating continued U.S. leadership in assisting escapees from 
Communist or Communist-dominated countries. To demonstrate that 
the free world is concerned for them and to demonstrate this through 
practical means of care and maintenance and resettlement assistance 
has been the prime motive of USEP. Through these years, over 
461,765 people have received assistance. Many dramatic cases involv- 
ing high psychological and intelligence interests have been included 
with the flow of esc apees. This has produced added benefits for the 
free world. The requested appropriation of $3.5 million for fiscal 
year 1961 of which $1 million will be used in the Far East program 
concentrated in Hong Kong compares to = 2 million for 1960 and 
$8.6 million for 1959. This decrease is in line with the decreased 

caseload and reflects our continuous efforts to secure increasing sup- 
port for the escapees by the governments granting asylum. I am 
glad to report that the problem 3 in Western Europe is becoming man- 
ageable and may be handled soon on a current. basis. Nevertheless, 
U.S. interests are still vital and it may be expected that U.S. unilateral 
assistance will be required as long as human beings escape from Com- 
munist oppression and tyranny. 

May I say that today there are approximately between 5,000 and 
6,000 new escapees per year from the Communist dominated coun- 
tries which we are discussing. 

Mr. Passman. How does that number compare to the last 5 years? 

Mr. McCotium. It is about an average for the last 5 years except 
for the large Hungarian exodus which is over and above the normal. 
This has leveled off in the last 2 years or 3 years to 5,000 or 6,000 new 
escapees. 


THE INTERGOVERN MENTAL COMMITTEE FOR EUROPEAN MIGRATION 


The Intergovernmental Committee for European Migration with 
a present membership of 29 governments moves refugees and mi- 
grants out of overcrowded countries in Europe to immigration coun- 
tries overseas. Based on actual experience in 1959 and current ex- 
perience in 1960, it is anticipated that some 105,000 persons will be 
moved in 1961, of whom 35,000 will be refugees of various categories. 
The request for appropriation for contribution to ICEM is for $10 
million, a reduction of slightly over $2 million from 1960. Approxi- 
mately $920,000 will be for administration and the balance of just over 
$9 million for operations. Every effort is constantly being made to 
reduce the proportion of the U.S. contribution to IC 'EM by securing 
larger contributions from other governments. 

As an outgrowth of these efforts, during a recent meeting in Geneva 
other member governments pledged almost $1 million in increased 
contribution for 1960. The U.S. special contribution consequently 
was not needed for transport costs and was directed toward services 
designed to stimulate more qualitative migration. 


THE UNITED NATIONS HIGH COMMISSIONER FOR REFUGEES 


The United Nations High Commissioner for Refugees concentrates 
his efforts on resettling and integrating in the European countries 
those refugees who cannot qualify for migration overseas, including 
the aged and physically handicapped. The High Commissioner will 
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also continue assistance to some 250,000 Algerian refugees presently 
in Tunisia and Morocco and to refugees arriving in Europe from eco- 
nomic and political pressures in the Near East. Special efforts are 
being made in 1960 to close some 43 camps housing 22,000 refugees. 
In 1961 the High Commissioner will apply his resources to the re- 
habilitation of some of the 110,000 refugees living in substandard con- 
ditions out of camps in Austria, Germany, Italy, ‘and Greece; $800,000 
is requested for appropriation for contribution to the regular pro- 
gram of the Office of the High Commissioner in 1961. This compares 
with the $1,100,000 appropriated i in fiscal year 1960. In addition, as 
contributions to UNHCR special programs, $600,000 is requested for 
assistance to Algerian refugees now residing in Tunisia and Morocco 
and $100,000 is “requested to aid in the resettlement of refugees of 
European origin who have fled from the United Arab Republic. 
These latter two U.S. contributions will be contingent upon not ex- 
ceeding 3314 percent of the total contributions received by the 
UNHCR from all sources for the programs in question. 


Tue Worwtp Rerucee YEAR 


The World Refugee Year was created by the United Nations Gen- 
eral Assembly through adoption on December 5, 1958, of a resolution 
submitted by the United Kingdom, cosponsored by the United States 
and opposed by most of the Soviet bloc nations. The World Refugee 
Year aims to focus increased attention upon world refugee problems, 
to encourage additional financial contributions from both public and 
private sources and to encourage the provision of additional reestab- 
lishment opportunities for refugees. It is envisaged that the con- 
certed international effort mobilized during World Refugee Year 
will enable major progress toward the solution of some of the world- 
wide refugee problems. Generally speaking, participating countries 
are developing joint public- private efforts through national com- 
mittees working in cooperation with government bodies. Sixty-nine 
governments have so far announced pli ins for their participation in 
World Refugee Year and 35 of them have already developed specific 
programs and contributions. Some of the participating countries 
are carrying out major fund-raising campaigns (Norway, New 
Zealand, Germany, United Kingdom, among others), and some have 
authorized special immigration programs including those for handi- 
capped refugees as a contribution toward World Refugee Year (Nor- 
way, Australia, Canada, Belgium, Brazil, among others). 

On May 19, 1958, the President issued a proclamation establishing 
the observance of World Refugee Year in the United States and 
calling for joint cooperation between the U.S. Committee for Refu- 
gees, private welfare agencies, and the Government. The committee 
is serving as the coordin: ating agency in the private field. It is de- 
veloping, in close cooperation with the voluntary agencies, a nation- 
wide effort designed to increase the awareness of the American public 
concerning refugee problems and their significance, and in develop- 
ing programs in cities designed to raise funds for the alleviation of 
some re men problem. The committee has an extensive membership 
of civic leaders including representatives from business, labor, and 
the voluntary welfare agencies. 
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The administration has pledged $4 million as a U.S Government 
contribution to World Refugee Year, and has already allocated $ 3.5 
million from mutual security funds. This pledge is over and above 
regular contributions for refugees and migrants through existing 
programs. 

The funds thus far approved have been for support of the UNHCR 
camp closure program in Europe, for his assistance to Algerian refu- 
gees in Tunisia and Morocco, for Greek ethnics in Greece, and for aid- 
ing refugees of European origin presently in China who transit Hong 
Kong. In addition assistance has been provided to the large number 
of out-of-camp refugees in Europe and the Near East, as well as to 
Chinese refugees in Hong Kong, Macao, and Taiwan. 
Mr. Passman. Thank you very much, Mr. MeCollun. 








EXPENDITURES 





FOR FOOD 





Of the total appropriation request, 
actual food for refugees / 


what amount will be spent for 


4 Mr. McCotitem. On the USEP program approximately 380 percent 
- of the amounts used for care and maintenance, none on the United 
; Nations High Commissioner and none on ICEM. 
: May I say, sir, if you would like it for the record, we have a break- 
: down of the Public Law 480 food programs showing the expenditures 
; for food for 1958, 1959, and 1960 if the committee would like it. 
: Mr. Passman. Yes, we shall insert that information in the record. 
han se ; : ; 
: (The information referred to follows:) 
. Value of Public Law 480 assistance to refugees to include refugees of all descriptions 
: whether eligible for international assistance or not 
5 
8 . | Calendar Calendar Calendar 
es | year 1958! vear 1959 ! year 1960 
' ‘ - | | ar 
| Title III (worldwide refugees $12, 000, 000 $11, 000, 000 $11, 000, 000 
é Ocean freight (worldwide refugees) : coecneaeaencn 1, 800, 000 2, 000, 000 2, 000, 000 
Title LI: i” 
| Tunisia (Algerians) __- a sina 1a 3, 000, 000 3.000. 000 | 6, 000, 000 
Morocco (Algerians) peciniea eee 3, 000, 000 4, 000, 000 
Austria and Italy (Yugoslavs) .. ss 2 -| 700, 000 700, 000 1, 300, 00 
Shek ee ben hakitentsodemeeccsseesnsenss iil 17,500,000 | 19, 700, 000 | 24, 300, 00 
1 Cheese, a considerably more expensive commodity available during these years, not available in 196 


Value of Public Law 480 assistance to refugees who are the concern of international 
programs 


Calendar | Calendar Calendar 
year 1958 year 1959 | year 1960 
a ‘ | - 
mm | 
Title LI: j 
Tunisia seihe hind cppsisine A chs ulmien ichbice Risen eafion _...-| $3,000,000 $3, 000, 000 $6, 000, 000 | 
Morocco See ie 3, 000, 000 4, 000, 000 
Yugoslavs in Austria and as ihe. 700, 000 700, 000 1, 200, 000 
Title II 
Hong Kong_-_---- acelin: Tintin Billets aan tetera 3, £00, 000 3, 600, 000 4, 000, 000 
Elsewhere - eee ee ee OE : 600, 000 500, 000 | 500, 000 
acne I 7, 800, 000 10, 800, 000 15, 800,000 | 


Cheese, a considerably more expensive commodity available during these years, not available in 1960 
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PERCENTAGE OF TOTAL APPROPRIATION FOR FOOD 


Mr. Passman. As 30 percent of the $314 million—— 

Mr. McCotium. $314 million. 

Mr. Passman. Goes for administrative expense and transportation, 
how much is spent fer food ¢ 

Mr. McCotium. Total ? 

Mr. Passman. Break it down in percentages. 

Mr. McCotitum. There is none for UNHCR or ICEM. It would 
be approximately $1,100,000 out of the $15 million total for food. 

Mr. Passman. Less than 10 percent of the total request of $15 mil- 
lion will go for food 4 

Mr. McCotium. Yes, sir; less than 10 percent. 


PROGRAMS FOR BALANCE OF APPROPRIATION 


Mr. Passman. For what purpose is the other 90 percent used / 
Mr. McCotium. In the U.S. escapee program the balance is used on 
such things as counseling services to help migrants prepare for over- 
seas and for the actual cost of movement of the escapees under the case- 
load. 

It goes into such things as helping on some limited basis housing of 
aged people in cooperation with voluntary agencies. 

In the case of the United Nations High Commissioner we contribute 
one-third of the operating budget of that program which goes for inte- 
gration. Again his program is devoted primarily to camp closure, 
getting them out of camps, into housing, and helping them with jobs. 

With ICEM the contribution is in two main areas—cost of shipping, 
movement, and to programs which stimulate migration, such as some 
vocational training, processing for documents, visas, medical check to 
get the person moved, and to help them resettle once they reach the 
destination in other countries than the United States. We do not 
participate when they come here. 


MIGRANTS 


Mr. Passman. Is it not true that from time immemorial you have 
people always in movement ¢ 

Mr. McCotium. Yes, sir. 

Mr. Passman. That has gone on from the beginning of time? 

Mr. McCottum. Yes, sir. 

Mr. Passman. I am wondering if a lot of them would not fall into 
that category ¢ 
Mr. McCotitum. We do not believe so, sir. The ICEM missions 
inthe countries of selection and the selection missions of the countries 
themselves work jointly on this in order to get migrants who will 
resettle and make a contribution to their economy. 

For example, Australia has a large immigration program as a na- 
tional policy. They have a selection mission in Europe. They go to 
Austria, Italy, and other countries. They interview as well as the 
ICEM mission to be sure the person has some qualifications medically, 
securitywise, and so on, so it is a conscientious endeavor to have 
permanent migration and not in any way to take care of people who 
otherwise would move. 








636 


Part of the constitution of ICEM is that we assist people who 
would not otherwise move were it not for international assistance. 

Mr. PassmMAn. We are not critical, but searching for light. There 
are some 1,812 Federal agencies and bureaus and departments. Just 
on the spur of the moment, could you name one which has been 
abolished once it was set up 4 

Mr. McCotium. Sir, I could not. 

Mr. Passman. Thank you very much. 

Mr. McCotium. I can ask Mr. Warren if you like. 

Mr. Passman. We shall ask him later. The most permanent thing 
in the world isa temporary agency. 













FOOD PROGRAM 











I asked a question about food a moment ago. Less than 10 percent 
of the total appropriation request goes to feeding these people. The 
rest is administrative and miscellaneous. 

Where do they get their living, their food? How do they live? 
































th Mr. McCotium. In the case of refugees in the countries ot asylum, 
a: Austria or Italy, the countries themselves provide food supple ‘mented 
8 by us because their calorie total is low. That is where the small 
TH amount comes from, it is a balancing purchase of food. 
- Mr. Passman. What would happen if we let the nations involved 
~ take care of these people? Most of them are in wealthy nations. 
es Mr. McCotium. We agree and it has been our policy. We have 
S's cut the USEP program and by 1962 it will be down to almost nothing | 
mis except for the current escapees which have intelligence and psycho- 
e's logical interest to us. 
rie EFFECT OF ABOLISHING AGENCIES 
ng Mr. Passman. As only 10 percent of the total involved is for food, 
: do you think any particular harm would be done if all three of these 
agencies were abolished, phased out, over the next 2 years? 
Mr. McCotium. Yes, sir, I think a great deal of harm would be 


done. 

Mr. Passman. In what way / 

Mr. McCoiuium. First, as a country and as a part of the free world | 
we still have an interest in helping new escapees resettle. We think 
it can be on a decreasing basis. 

Also in the case of the Intergovernmental Committee for European 
Migration it is in the general interest to help underdeveloped coun- 
tries receive new qualified migrants as well as to help to a limited 
extent, and here we agree that it should be on a decreasing basis, the 
countries who are economically sound today. 

There are countries such as Greece who still need assistance from 
an economic ee 

In the case of the UNHCR we are cutting our contributions. This 
program should ostensibly be primarily for legal protection to see 
that these people have rights in the countries of asylum, rights to | 
employment and benefits. 

Mr. Passman. What right would we have to demand rights in the 
other man’s country ¢ 

Mr. McCotitum. We do not get into that. This is a U.N. program. 
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HOUSING PROGRAM 


Mr. Passman. I notice on page 4 of your statement: 

Special efforts are being made in 1960 to close some 43 camps housing 22,000 
refugees. In 1961 the High Commissioner will apply his resources to the re- 
habilitation of some of the 110,000 refugees living in substandard conditions out 
of camps in Austria, Germany, Italy, and Greece. 

Will this be a type of housing project ? 

Mr. McCotium. The housing programs of the High Commissioner 
so far have been devoted entirely to the camp population. 

The out-of-camp popul: ition has not received much attention and 
we are not sure what it involves, sir. We are having a meeting in 
2 weeks to discuss oa whether or not there should be any extensive 
care because of the fact that a person may be well off, he may be 
medium well off, or very poorly off. 

Mr. Passman. It means, then, that you have some program in the 
making which would be referred to as a low-cost housing project? 

Mr. McCouuum. Y es, and more important actually showing them 
that they have benefits under their government, such as in the case 
of Germany. 

Mr. Passm AN. Housing is one of the things considered low-cost 
housing projects for people i in these countries 4 


Mr. McCotium. For the camp population, but not for out-of-camp 
as yet. 

Mr. Passman. Is it in the making? It is being considered ? 

Mr. McCotitum. Not for the out-of-camp population. 

Mr. PAssman. This is in-camp ? 

Mr. McCottum. Yes, sir. 

Mr. Passman. They have a plan under consideration for a low-cost 
housing project for these people ? 

Mr. McCouium. Yes. 

Mr. Passman. That could become rather expensive once we got it 
started ; could it not ¢ 

Mr. McCotitum. No, sir; because you have a limited caseload, now 
down to 22,000. All of these people will not have housing provided. 
There is a specific program already approved and underwritten. 
There are no more funds going into this because moneys have been 
raised, 

Mr. Passman. Would that attract others to come in ? 

Mr. McCottum. We do not think so. 

Mr. Passman. What will be the total cost of this low-cost housing 
project for those in-camp 4 
Mr. McCotitum. Under the High Commissioner’s program—the unit 
cost ¢ 

Mr. Passman. Total cost. 

Mr. McCo.tium. Last year the total cost was approximately one-half 
of the High Commissioner’s total budget, $114 million. 

Mr. Passman. What will be the ultimate cost ? 

Mr. McCotitum. We are through on it. We have approved sufli- 
cient funds for the ¢ amp closure program in the past 2 or 
There is no further projection. 

Mr. Passman. But the plan for the low-cost housing is in the future / 

Mr. McCotitum. That is actually in operation and practically com 


pleted. 


3 years. 
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TOTAL COST OF LOW COST HOUSING PROJECT 


Mr. Passman. What is the total cost of this low-cost housing project, 
from its inception to its conclusion ¢ 

Mr. McCoiuium. I will have to get it. 

(The information requested follows :) 


United Nations High Commissioner for Refugees and United Nations Resugee 
Fund expenditures for refugee housing 


AUSTRIA 


United Nations Refugee Fund and United Nations High Commissioner 
for Refugees : : oe ee ae 


24, 500 
Hungarian program 5 


. 
0 
)o 1 
235, O76 


Total same seas st aa c _. 6, 559, 576 


Median rental per month: 
Employed persons ; ye ee $10 


Non-self-supporting : ; 5 
GERMANY 


United Nations Refugee Fund and United Nations High Commissioner 
for Refugees (total) 


Median rental per month 
GREECE 
United Nations Refugee Fund and United Nations High Commis- 
sioner for Refugees: 


Armenians... -—.... ae : : ee 99, 960 
Others Fl ee — at 1, SS1, 340 


Total ; a ; : ; Sees 1, 981, 500 


FRANCE 
United Nations Refugee Fund and United Nations High Commis- 
sioner for Refugees: 


Refugees from United Arab Republic , y 100, 000 
All others 5 : s peti Med dss ce . 321, 000 


Total _ af gD ae oe ae 4 ~a 421, 000 


Grand total : Snel 3 cei 11, OS4, 198 


FUNDS EARMARKED FOR TILE WORLD REFUGEE YEAR 


Mr. Passman. You will recall that last year Congress earmarked 
out of the President’s contingency fund a certain amount of money 
for the Refugee Year. 

Mr. McCotium. Yes, sir. 

Mr. Passman. It was not a request. from the administration, was 
it / 

Mr. Murpuy. That is correct. 

Mr. Passman. Congress itself earmarked these funds. The Presi- 
dent had the authority to spend the money without its being ear- 
marked out of the contingency fund ? 





— 
- 


ee 


() 


76 


76 


60 
4() 


00) 


dl 


Vv 


639 


Mr. Murrnuy. I believe the authority was there. It was an ear- 
marking only in the sense it was a “not to exceed” figure. 

Mr. McCotium. It was permissive. 

Mr. Mureuy. It did not say this money can be used only for this 
purpose. 

Mr. Passman. It did not increase or decrease the amount that 
would be spent on the World Refugee Year 

Mr. Murpeuy. I do not think so. 

Mr. Passman. The earmarking or the language did not increase 
or decrease the amount which w ould be spent in the Refugee Year 
out of the appropriation ? 

Mr. McCotium. No, sir. Actually it set a limit if the administra- 
tion wished to go that high. 

Mr. Passman. The limit was in excess of the amount which it had 
been anticipated would be spent. 

Mr. McCotitum. For World Refugee Year they set a limit of $10 
million if the President desired to use it. 

Mr. Passman. Which was in excess of the amount originally 
planned. In all probability there will be no more spent than the 
President had originally set aside for it. 

I think the President stated $4 million would be the amount you 
would need. 

Mr. McCotium. No, sir. The administration announced in May of 
1959 that an initial contribution to World Refugee Year would be 
$4 million. There was no commitment, if I may use the word, at 
that time that that would be the total or the final amount. 

There has been no more since then spent for World Refugee Year, 
however. 

Mr. Passman. The President would have had the right out of his 
contingency fund to increase or decrease. 

Mr. McCottum. Yes. 

Mr. PassMan. So, in effect, the language is nothing more than an 
expression on the part of the Congress that we would not object if 
he spent. up to $10 million. 

Mr. McCottum. Yes, sir. 


USE OF FUNDS EARMARKED FOR REFUGEE YEAR 


Mr. Passman. So far as the amount in this item for the Refugee 
Year, that is not to provide any food or fiber. I believe you stated 
that it is for getting before the other people of the world develop- 
ment of private efforts, working in cooperation with governmental 
bodies. Sixty-nine governments so far have announced plans for 
their participation in the World Refugee Year, and 35 of them al- 
ready have developed specific programs and made contributions. 

Mr. McCotium. Yes, sir. 

Mr. Passman. This was to be used for travel and other expenses ? 

Mr. McCotitum. No, sir. 

Mr. Passman. For what is it to be used ? 

Mr. McCotium. I can give you the list of what it has been used 
for so far. 

53909—60——41 
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Mr. PassmMan. Specifically, was it to purchase food and fiber for 


refugees ¢ 

Mr. McCotium. In the case of the Algerian refugees; yes, sir. 

Mr. Passman. Speaking of Refugee Year expense only. 

Mr. McCoutium. Yes, sir. 

Out of the Refugee Year money an additional amount went to Hong 
Kone refugees. Included in that were an additional six noodle fac- 
tories which the committee knows about. This was to convert surplus 
wheat into noodles to use as food. 

It went into a medical clinic, a nursery for youngsters to get them 
off the streets, and a series of projec ts in Hong Kong. 

The contribution to the Algerian refugees in Tunisia and Morocco 
went through the High Commissioner for Refugees and part of that 
money was used to buy supplementary foods. 

Mr. Passman. That is not food and fiber. Out of the $15 million 
you are requesting for fiscal 1961, only 10 percent will go toward 
purchasing food and fiber. 

Mr. McCotium. Yes, sir. 

Mr. Passman. That is astatement of fact, is it not / 

Mr. McCoiium. Yes, sir; out of the $15 million. 

Mr. Passman. Let us go back to the $4 million. Four million dol- 
lars will be spnt on the World Refugee Year? 

Mr. McCotium. Yes, sir. The only program that will be used for 
any food is for the Algerian refugees in Tunisia and Morocco. That 
is supplementary food over and above the surplus wheat. 

Mr. Passman. What is the total estimated cost ? 

Mr. McConiium. $300,000. 

Mr. PassMANn. So it means that if they spend $10,000, $9,700 would 
be spent for something other than food and fiber ¢ 

Mr. McCotium. Yes, sir. 

Mr. Passman. For what will it be spent? Many members thought 
this would be used for food and fiber. Is it not to bring to the atten- 
tion of the world the problems of the refugees? Is that part of it! 

Mr. McCoiium. Part of the resolution ; yes, sir. 

Mr. Passman. Advertising in different forms? 

Mr. McCottum. No money has been spent for administrative cost. 

Mr. Passman. For what purposes will it be spent 

Mr. McCoiium. First, there is an item for refugees in Europe. 
This was a contribution to help on the camp closure program to get 
the refugees into housing from the camps, help them obtain jobs so 
they would be self-supporting. 

Mr. Passman. Is that similar to what the High Commissioner 
will do? 

Mr. McCotium. Yes. 

Mr. PassMan. You are supplementing his work ? 

Mr. McCouium. Speeding it up. 

Mr. PassMan. The committee gave you what you asked for last 
year? 

Mr. McCotium. Yes. 

Mr. Passman. We followed your recommendations ? 

Mr. McCotium. Yes, sir. 
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USE OF REFUGEE ALLOCATION TO SUPPLEMENT OTHER PROGRAMS 


Mr. Passman. Yet you are taking out of the Refugee Year money 
a certain amount to supplement the camp program under the High 
Commissioner ? 

Mr. McCoticm. Yes. 

Mr. PassMan. We gave you everything you asked for, yet you are 
taking this money and adding to the program which you had in your 
request last year ? 

Mr. McCotium. Yes, sir. 

Mr. Passman. Youare fair about it. 

Mr. Mr rpuy. We indicated that the $4 million we had in mind for 
use in the Worl | Refugee Year would be used for the purpose of sup- 
plementing the U.S. activities in these other programs: 

Mr. PassMAn. But that covers a lot of territory. 

We are going to spend only $300,000 out of $10 million. Let us have 
the rest of the expenditures. 

Mr. McCotium. $600,000 for out-of-camp refugees. This was done 
through USEP. 

Mr. Passman. That is another one. 

Mr. McCoutuum. Yes, sir, to make contracts to get these people re- 
established either in Europe, South America, or wherever else. 

Chinese refugees in Hong Kong I mentioned. 

Mr. Passman. That comes under $300,000, the noodle factories ? 

Mr. McCotium. No, sir; that is Algerian refugees only. Noodle 
factory vou said was not food. 

Mr. Passman. All right. 

Mr. McCottum. That was a series of projects in cooperation with 
the Hong Kong Government through our own program in Hong Kong. 

European refugees in Hong Kong, $800, 000. 

Mr. Passatan. For what ? 

Mr. McCouium. To move the European refugees whom you recall 
are the group of Russians still in Communist China to Australia 
and Brazil. These are transport costs only. 

_ Mr. Passman. And you had not requested in the other $18 million 

ist Vear money to do the same thing ? 

Mr. McCottum. It is part of the ICEM appropriation. 

Mr. Passman. We gave you everything you requested ? 

Mr. McCorzum. Yes. 

Mr. Passman. You had the program planned to take care of these 
things, and this is a supplement 4 

Mr. McCottum. Yes. 

Mr. Passman. Proceed. 

Mr. McCotium. Greek ethnics. This is a program which does not 
come within the existing programs. They were people who eame 
from Rumania and Bulgaria, and because of Greece’s economy they 
were in need and we gave them a separate appropriation. 


Mr. Passman. You would have gotten by from the normal appro- 
priation ¢ 


Mr. McCotiwm. No, sir. 

Mr. Passman. How much was that? 

Mr. McCoiiuM. $200,000. 

Mr. Passman. Still it was not food. These are other items? 
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Mr. McCotium. Primarily housing. 

Mr. Passman. Proceed. 

Mr. McCotium. Placement grants, $200,000. 

Mr. Passman. To whom did that go? 

Mr. McCotium. This is a program that goes through the voluntary 
agencies when people are moved to help them reestablish. 

“Mr. Passman. Did you have funds in the regular program request! 

Mr. McCotium. Yes, sir. 

Mr. Passman. Again, you requested $18,500,000 last year. 

Mr. McCotium. Yes. 

Mr. Passman. You planned the program; thought it was sufficient; 
we gave it to you; but Congress forced this on you, so we are not 
blaming you. 

You do understand that? 

Mr. McCotium. Yes. 

Mr. Passman. We simply gave you more money than you requested, 
Is that right? 


PRESENTATION OF WORLD REFUGEE YEAR PROGRAM 


Mr. McCotiwum. Sir, at the time we were here last year—that is the 
extent of the World Refugee Year, incidentally—as part of the ULV. 
resolution it was an endeavor to get additional contributions to wind 
up some of these programs. In “the case of camp closure we think 
it is wound up so we will not have to come back and we are not provid: 
ing for camp closure programs this year. 

We recognize that these are supplementary to normal programs, | 
therefore, and we are endeavor ing and have over the last 3 or 4 years 
to decrease the normal appropriations which we have requested in that 
time, so we want to go on record we recognize this is supplementary | 
and over and above the normal amount. 





Mr. Passman. Over and above what you figured you would need t0| 


run the program. You have come in this year requesting $314 million 
less? 

Mr. McCotium. Yes, sir. 

Mr. Passman. All right. 

What else? 

Mr. McCotium. Those are the World Refugee Year and U.S. Gor- 
‘nment contributions. 

Mr. PassmaAn. This is no fault of yours. 

Mr. Murruy. I am worried about the record here. 

Mr. Passman. Try not to worry. 

Mr. Mvurpny. I want to be sure the picture is absolutely clear. 
The administration presented its proposals for the three program 
that it would normally take care of and asked for the appropriation 
for those three programs. 

Mr. Passman. $18,500,000; we gave you that. 

Mr. Mvreny. In addition, as a U.S. effort in this World Refuge 
Year program, it contemplated the spending of another $4 millio 
which it was expected would be taken from the President’s conti! 
gency fund, all of which would be used, if you will, to beef up © 
accelerate the normal activities conducted by the other three programs 

Mr. Passman. That is right. 
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Mr. Mcureny. That is how the United States would participate in 
the World Refugee Year, so to put it fairly when we were before 
you we were contemplating the totality of the two, not just the regu- 
lar program but the regular program plus the added increment. 

Mr. Passman. But it was used to supplement a good many of the 
programs for which you had requested funds ¢ 

Mr. McCotium. Yes. 

Mr. Passman. I hope Iam understood. The President asked for $4 
million. This was a high-sounding thing, Refugee Year. An amend- 
ment was on the floor to earmark $10 million, which was not neces- 
sary. He could have spent $100 million if he wanted to. 


OBLIGATIONS 


Of the $4 million originally planned for the President what part 
vill be spent to supplement the other programs? What amount have 
vou obligated out of the $4 million ? 
~ Mr. McCotium. Three and a half million dollars obligated thus far. 

Mr. Passman. Of the $18,500,000 for the three programs we gave 
you last year, what part has been obligated ? 

Mr. McCotium. All of the money for UNHCR has been obligated, 
all except $2,000 of the USEP fiscal year 1960 appropriation and all 
but $84,000 of the ICEM fiscal year 1960 appropriation we e xpect to 
be obligated, but we are in a calendar year and therefore it is dif- 
ficult to know exactly because there are 3 or 4 months to run, 


ADEQUACY OF 1960 APPROPRIATION 


Mr. Passman. In your Saws will the appropriation of last year, 
plus the $4 million that the President intended spending out of con- 
tingency funds, finish the year out in good order ? 

Mr. McCotitem. I will have to answer this way if I may. Some of 
these programs could take unlimited funds. We do not think it is in 
the interest of the United States to go overboard. We think what we 

nave done has been predicated on a specific program request for each 
one of the items I have submitted to the committee. 

Very possibly, in fact we have submitted a small request for two or 
three small programs which have not been covered for particular 
emergency reasons which we would have done whether there was a 
World Refugee Year or not from contingency funds. 

Mr. Passman. You feel that in these two items, the $18 million plus 
the $4 million will be sufficient to complete the year according to the 
original plans, adequate insofar as you are concerned ? 

Mr. McCotium. Plus whatever small amounts we get between now 
and June 30 for emergency use. 

Mr. Passman. What would you call a small amount ? 


ALGERIAN REFUGEE PROGRAM 


Mr. McCoitium. For programs we now know about for which re- 
quests are being made, Algerian refugees, where there is a serious pro- 
gram, it may be a large amount. 


_ Mr. Passman. That would have nothing to do with France, would 
It ¢ 
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Mr. McCoititum. Refugees? 

Mr. PassMan. Yes. 

Mr. McCoitum. Yes, women and children who have left because of 
the fighting in Algeria. 

Mr. Passman. We give it to France, and France gives it to the 
refugees ? 

Mr. McCotium. No, sir; it goes to the United Nations High Com- 
missioner and the League of Red Cross Societies who control the 
distribution of the food and help the people in their housing. 

Mr. Passman. From where did that request come ¢ 

Mr. McCotuum. United Nations High Commissioner for Refugees, 

Mr. Passman. What is the amount? 

Mr. McCotium. 3600,000. 

Mr. PassMAN. So it simply means that the $10 million earmarked 
last vear again was just read. 

We should not blame the agency for that when we forced you to 
spend it. 


INTERGOVERNMENTAL COMMITTEE ror Evrorpran Mu1GR«ATION 


Mr. Passman. The first program is the Intergovernmental Com- 
mittee for European Migration for which $10 million is requested, 
an increase of $2,629,000 above the 1960 ) appropriation. 

Will you explain the reasons for that increase ? 

Mr. McCoticum. The 1960 appropriation was $12.2 million. We 
are asking in 1961 for $10 million. 

eS the past, since the organization started, we have accepted and 
used as the basis for our budget submissions the figures given to us 
by the organization itself. These have proven consistently to bea 
little high, so for 1961 our office has estimated, based on past. experi- 
ence, what we think is a reasonable figure which we think is a de- 
crease of $2 million. 

Mr. Passman. We are speaking of the appropriation figure. 

You are speaking of the program figure. I will refer you to page 
16 of the committee print. 


Mr. McCotitum. Mr. Murphy would know this better. The ex- | 


ee in the year was a combination of new appropriation and 
‘arryover from previous years. 
Mr. Passman. In 1960 we appropriated $7,371,000. 
Mr. Murreny. That is correct. 
Mr. Passman. You are asking $10 million for fiscal 1961? 
Mr. Murpny. Yes, sir. 
Mr. Passman. Which would be an increase of $2,629,000. 
Mr. Murpny. It would be an increase in the amount of the new 
appropriation, but 
Mr. Passman. We are dealing with a new appropriation. 
Mr. Mureny. Last year the Congress reappropriated an additional 
$4.9 million which was also available for use in fiscal year 1960, $0 
the program contemplates obligations in 1961 of $2.2 million jess 
than in 1960. 
Mr. Passman. Did you request Congress to reappropriate these 
funds? 
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Mr. Murpny. Yes, sir. If you recall we were unable to estimate 
them precisely at the time we were before you. It finally turned out 
to be $4,911,000. 

Mr. Passman. The statement about the increase is correct ¢ 

Mr. Murruy. New appropriation, yes. 


JUSTIFICATION MATERIAL 


Mr. Passman. We shall insert pages 22 through 26 of the justifi- 
cations in the record. 
(The pages referred to follow :) 


INTERGOVERNMENTAL COMMITTEE FOR EUROPEAN MIGRATION—NONREGIONAL— 
ECoNoMIC 


DESCRIPTIVE AND OBJECTIVES OF PROGRAM 


The United States took the initiative in organizing ICEM at the Brussels Con- 
ference on Migration in 1951. Starting with 15 governments, the membership 
has grown to 29. Although not a part of the U.N., ICEM collaborates closely 
with U.N. bodies. 

The objective of ICEM is to facilitate and increase the movement of 
indigenous migrants (55 percent) and refugees (45 percent) to the developing 
economies of such immigration countries as Australia, Canada, Latin American 
countries, New Zealand, Rhodesia and South Africa. Austria, Italy, Spain, the 
Netherlands, and Greece are burdened with larger populations than their econo- 
mies can absorb. Selective emigration must still take place from Germany be- 
cause of the constant influx. of German refugees from East Germany and the 
presence of large numbers of non-German refugees who cannot be absorbed in 
the German economy primarily for political reasons. 

ICEM combines the payments of migrants, governments, and voluntary agen- 
cies to secure the movement of migrants and refugees who would not emigrate 
otherwise. It organizes transport facilities on migrant routes where commercial 
transport is inadequate or nonexistent. Apart from the selection, processing, 
and embarkation of migrants and refugees, ICEM provides various services for 
the purpose of increasing the volume of migration from Europe. Assistance is 
given to both emigration and immigration countries in improving their adminis- 
trations and procedures in migration and in developing closer cooperation and 
coordination between sending and receiving countries. 

Migrants and refugees are encouraged and required to contribute to the costs 
of their transport to the extent of their capacity to pay. In general, prepay- 
ments are secured in advance of departure and repayments over a 3-year period 
after arrival in the country of immigration. The voluntary agencies and ICEM 
jointly provide revolving fund loans tor transport on which collections are made 
by the voluntary agencies. The record of such repayments on loans by migrants 
and refugees to Australia, Canada, and the United States is creditable. 

ICEM also received per capita payments from governments on account of 
Persons leaving or entering their territories under ICEM auspices. Constant 
efforts are made to increase the amounts of the per capita contributions by 
governments and also to induce governments to make per capita contributions 
on account of the movement of refugees from or to their countries. 


Program summary 


{In thousands] 


ON a ccandtieehaginbersipiein iaiealieg $6, 941 
Estimate fiscal ME ERI i sirasceraias 5c ds sccm sae sakes ca a ae aera __ 12, 200 
Proposed fiscal MEE ENR Soa cacca tees wikis Eline Ec aah eae aca eke es ee 10, 000 
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Detail of program—Comparison of appropriations to programs 
tT ay 


{In thousands 


Fiscal year Fiscal year Fiscal year 
1959 1960 1961 
actual estimate | p-oposed 
Appropriations . shi hie ies bated etalabedes eerew son ae $6, 941 $12, 200 | $10, 000 
Amount of program : ads eben 111,488 12, 200 10, 000 
Number of migrants moved 2_-- “ se 111, 56 126, 800 | 125, 500 


Includes $6,941 from fiscal year 1959 funds and $4,547 from prior year funds 
? From Austria, Germany, Greece, Italy, Netherlands, Spain, and others to Argentina, Australia, Brazil, 
Canada, Chile, Colombia, Rhodesia and Nyasaland, Israel, New Zealand, United States, Union of South 
Africa, Uruguay, Venezuela, and others 


Economic assistance 


In thousands 


Fiscal year Obligations Expenditures; Unliquidated 
Actual, fiseal year 1959 ‘ - $4, 941 $8, SSO 
Cumulative, June 30, 1959___- ; . ‘ 7, O47 72, 859 $5, 188 
Estimate, fiscal year 1960 _ _- os ; 2, 2M 10, 942 on Lawn 
Cumulative, June 30, 1960 Fy? SEE ASEM Be 90, 247 83, 801 | 6, 446 
Estimate, fiscal vear 1961 Saipha nana 0, OOK 9, 646 | 
- | 


INTERGOVERN MENTAL COMMITTEE FOR EUROPEAN MIGRATION 


Section 405(a) of the Mutual Security Act of 1954 provided continuing av 
thority for appropriations and U.S. participation in ICEM of the basis of 
ICEM’s constitution which came into effect in 1954. 


U.S. INTERESTS 


The United States has a continuing interest in supporting ICEM in order to 
relieve the population pressures in certain overcrowded countries in Burope 
which contribute to the milieu in which Communist philosophies develop and 
thrive. The movement of refugees from Europe in resettlement overseas relieves 
the countries of first asylum in Europe overburdened with their support. ICEM 
simultaneously assists the developing economies of countries overseas in need 
of manpower. 

It is in the interest of the United States to support a steady outflow of mi- 
grants and refugees from Europe to maintain viable economies in friendly coul- 
tries. Unless the outward flow of refugees is commensurate with the intake 
from Communist countries, the provisions of asylum for refugees in Europe will 
be jeopardized. 


INTEREST OF OTHER PARTICIPATING GOVERNMENTS 


Twenty-eight other governments make up the membership of ICEM. These 
governments contribute 55 percent of total operating costs and over 70 percent of 
administrative costs of ICEM. 

In addition to the financial contributions which are made for operations unde? 
various formulas, member governments support the program of ICEM by pre 
viding such assistance as resettlement opportunities. refugee and migratiol 
resettlement support upon arrival in countries of resettlement, contributions for 
transportation for special groups of refugees or migrants, and technical services 
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ACCOMPLISHMENTS OF PROGRAM 






ICEM moved 804,898 persons out of Europe between February 1, 1952, and 
December 31, 1958, of whom 334,893 were refugees. Of the latter number, 
(7,697 were Hungarian refugees. In addition, ICEM organized the departure 
f 53,574 Hungarian refugees from Austria and Yugoslavia whose transport 
yas provided directly by governments. In the same period ICEM moved 12,635 
furopean refugees from mainland China through Hong Kong. Movements out 
of Europe are expected to reach 110,000 in calendar year 1959 and to exceed 
12,000 in ealendar year 1960. ICEM has established two processing centers 
at Hellbrunn, Austria, and Latina, Italy, which have speeded up the flow of 
refugees from those two countries considerably. Apart from the movement of 
refugees, ICEM has assisted in moving wives and children to join the bread- 
winner Of the family who has preceded them in emigration. This reunion of 
families has assisted substantially in stabilizing recent immigration in the 
neeiving countries. 











PROBLEMS 














Immigration countries have developed increasingly selective immigration 
plicies in recent years and are requiring a better balance between skilled and 
uskilled immigrants in their total intake of immigrants. The necessity for the 
early and successful adjustment of immigrants in the receiving countries has 
also led ICEM to provide technical assistance to the emigration countries in 
establishing vocational and language training for migrants and more accurate 
information concerning immigration opportunities. Orientation courses on mi- 
grant ships have proven helpful. Special assistance to the immigration adminis- 
trations of Latin American countries has also been found necessary in determin- 
ing their requirements for immigrants in terms of numbers and skills and in in- 
creasing the effectiveness of reception and placement procedures after the ar- 
rival of the immigrant. The development of immigration to Rhodesia, the Union 
of South Africa, and New Zealand offers inviting prospects for expanding out- 
lets for emigration from Europe. The successful use of aircraft by ICEM in the 
movement of migrants to the Western Hemisphere is opening up important new 
possibilities of lower transport costs in movements to other oversea destinations. 























PROPOSED FISCAL YEAR 1961 PROGRAM 






The estimate of movements out of Europe under ICEM auspices in calendar 
year 1961 is 122,250, of which number, 45 percent, or 55,000, is expected to be 
refugees. The movement of European refugees out of Hong Kong is estimated 
at 3,250. The U.S. share of such €@ movement, based on 45 percent of the total 
contributions received, would necessitate an appropriation request of $12,385,000. 
Predicated on past experience, ICEM has had difficulty in reaching the target 
estimates for movements. In consequence, total available U.S. contributions 
could not be utilized without exceeding the 45-percent limitation on U.S. contri- 
butions in relationship to the total contributions received. The request for 
appropriation for ICEM in calandar year 1961 in the amount of $10 million 
therefore assumes a lesser number of movements than estimated by ICEM. In 
the event the higher rate of movements is realized, additional funds represent- 
ing the required increased U.S. contribution will have to be sought. The request 
for appropriation of $10 million includes $921,010 for administrative expenditures 
and $9,078,990 for operations. 

The contribution to administrative expenditures is obligatory on member gov- 
ernments and the U.S. agreed share is 29.71 percent of the total estimated at 
$3,100,000. Of the total of $9,078,990 for operations, $7,401,188 will be required 
to meet the U.S. per capita contribution of $74.90 for the movement of slightly 
less than 100,000 migrants and refugees out of Burope; $676,812 will be required 
as the U.S. contribution to assist the movement of 3,250 European refugees from 
Hong Kong. The remainder of the contribution to operations, $1 million, will 
constitute the U.S. contribution to ICEM’s special fund estimated at $3,192,000 
at the rate of 31.32 percent of all government contributions thereto. The special 
fund covers the shortfall in per capita income in meeting total transport costs 
and the expenditures for services other than transport which ICEM supplies. 
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Movement of migrants and refugees—Comparative summary of movement of migran( 
and refugees 
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calendar | calendar | calendar calendar 
year 1958 | year 1959 | year 1960 | year 196] 
sunentstlhainditaiidetiibiietitiahondl viene a 
From— 
Ra ANE Nie 8 2 ee ee ees) 6, 898 8, 145 | 10, 900 | 9,08 
i 7, 237 | 13, 125 | 14, 450 13, 9 
ene G a Re eeciei Citeeaese, 2 neomienienl 4, 905 6, 905 12, 000 | 10. 
Meets Sate. te eee eae 7 aie $2 2 eg A 23,071 | 27.650 | 34, 050 36, Fi) 
NI A083 ie oe wpb abiiba bhabaeae | 11, 569 | 15, 710 | 19, 100 15, 0%) 
A kl al a elt ieee | 11, 404 | 1U, 875 13, 150 16, 75 
I ae panos aera anna teh Bae 2, 183 | 2,070 | 4,050 | 3, 28) 
Ly EE PR ESE: | 2, 219 | 1, 581 | 1, 300 1L™® { 
i ee 18, 252 | 25, 499 | 17, 800 | 20, 7%) 
Total normal movements. -_...-....------------- 87, 738 111,560 | 126, 800 125, 500 
INI IN on oo ee aes BITE Vwicae cane . : ane 
TOON hicks cniithbineentincts>annnncens | 92, 712 | 111, 560 | 126, 800 | 125, 50 
To— | 
ng ee 35 ht ede ee 12, 567 | 9, 595 | 12, 550 | 13, 2w 
I a 26, 957 | 40, 930 | 45, 550 | 48,10) 
AR EERE NSIS Seer Se Ee evi | 7, 195 8, 355 12, 800 12, 45 
Re 23 eos Se re 2 mene Se Res eae: 8, 054 5, 585 | 9, 400 8, 700 
Ernie Te oe ELS aciedicabieien | 336 | 415 | 900 | on 
RR a os oh ag useindiibtehidniesnaninits 355 415 1, 700 | 1, 
SR UN OO nn ocencemntenemcencmnas 1, 609 460 450 | 600 
RNS Ser ee ed tee 5 ee 12, 516 | 18, 335 | 14, 300 | 15, 30 
SN a hk hee ale dbibandnclnan | 1, 853 1,475 | 950 | 1,00 
a aN ate lia ahi alicia task lip nig aap imag 5, 707 14, 320 12, 100 } 7, 00 
Pires at CD ence pitmepanl 2, 634 2, 355 | 4, 200 4,300 
me reek Fete Stee ole ose ee tee og 1,481 | 1, 520 1, 350 1,350 
Weenies 65 ibd id a al a ae er | 6, O76 | 7, 260 9, 700 | 9, 500 
a scans | 398 | 540 R50 | 1,600 
Total normal movements.__............--_--__-_- | 87, 738 111, 560 | 126, 800 | 125, 500 
PI RN ois oc eelbkccsioate 4,974 |_. oie pet 2 a * 
a ee oe Riiekbaebonmine | 92, 712 | 111, 560 | 126, 800 | 125, 500 


Relationship of U.S. contributions to total contributions of all members to— 


ADMINISTRATIVE EXPENDITURE 











| 1958 | Percent 1959 ! | Percent] 1960 1 | Percent| 19611 | Percent 
| } | 
} | | | 
Contributions in cash: | | | j j 
United States aaiiea $944, 705 29.76) $863, 632 29.71} $917, 890 29.71! $921,010) 29.71 
Other governments.--.- | 2,229,707; 70. 24| 2,043,236} 70. 29) 2,171,610 70. 29} 2,178,990} 70.2 
r ee eg eeerey eee eS ere Sea 
Total contributions of | | 
member govern- | 
ments_............--| 3,174,412] 100.0] 2,906,868] 100. 0} 3,089, 500) 100.0] 3,100,000} 100.0 
| | | | } j . 
OPERATIONAL EXPENDITURE 
} 1 | 
Contributions in cash: | \ | | 
United States__.____.... | 7,617,827; 43. 27| 9, 599, 722 45.0} 9,078,990) 45.0 
Other governments é 56. 73/11, 855, 928) 55. 0/11, 096, 643) 55.0 
Total contributions of | | } | | 
member govern- 
ments. __-- 117, 603, 402! 100. 0)21, 455, 650 100. 0/26, 589, 564 100. 0/20, 175, 633} 100.0 
| | | 


fcc 


ADMINISTRATIVE AND OPERATIONAL EXPENDITURE 


| 








| | | | 
Contributions in cash: | | | | | | ” 
United States. ..__....-- 8, 562, 532 41. 21/10, 463, 354 42. 94/12, 883, 196 43. 40)10, 000,000; 41.98 
Other governments.___-_}12, 215, 282| 58. 79/13, 899,164! 57.06.16, 795,868! 56. 60/14, 196,643) 58.67 
Total contributions of 
member govern- | 
Ruaeiee _|20, 777, 814 100, 0/24, 362, 518 100. 0/29, 679, 064 100. 0/24, 196, 643; 100.0 


1 Estimates. 
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CONTRIBUTIONS OF MEMBER GOVERNMENTS 


Mr. Passman. Who are the 28 member governments besides the 
United States in this organization, and what has been the total amount 
of contribution of each ? 

Mr. McCotium. This is actual 1959 listing all the governments, 
their contributions to the administrative costs, operations, and total. 

(The information referred to follows :) 


Government contributions to the Intergovernmental Committee for European Migration 
in calendar year 1959 




















Governments | Administra- | Operations Total 
tion | 
| | 
| | | 
I non = sesso ee napnennndngncsuscnssshecssasnasneeioes $122, 961 | $369, 381 $492, 342 
BRAID. ocincennsavnneutanneses$éeunedésccbuenbidebukstinuua 173, 540 | 3, 791, 298 3, 964, 838 
IIIA <<. 5: sth Raines me eared aire panied nepbeiebidaineanhiiiiee 39, 243 | 186, 356 225, 599 
ER sa ahd curaie-cins hinds beeen daar e ie ekaceie sabes unietiee | i 7 5 ees re 72, 672 
Sc aneioasie sacha Seat ince is ap ed cihinie & to eaphtocnln sheen saa aR eine | 122, 961 | 331, 320 454, 281 
NR en ep aa ie o lemieban neni guns gedaan 234, 584 | 153, 562 388, 146 
ND: ccldvinnwatcmiinhbliciinddcdadduhalenalemedeaudanudeadeumocd | 28, 196 | 30, 560 58, 756 
Dnt cne a aie e Rc Ble eae ere ee | 28, 196 19, 600 | 47,796 
MRE So ons pcan aeaawunncanseeeetunuangaseuwemanagae 3,488 | 1,929 | 5, 417 
SNL nicest bins bei nanin wae mabianicptebmetae ahameil | 31, 975 | 32,614 64, 589 
are dddingaehettehanaeabtimnaeantas | UIE) Up sissies cswareeeal 234, 584 
Pecans MODUUIIC Of GICPIMADY q snk dco cecmeedcscccssasece | 234, 584 714, 286 948, 870 
ale Na ceca ae em 39, 243 381, 113 | 420, 356 
ID Soc oeninevieccan GA 1D A SEAS wy i SO eee ETS 13, 953 | 685, 955 | 699, 908 
Italy Poe 234, 584 1, 803, 180 | 2, 037, 764 
Luxembourg | 3, 488 | 3,000 | 6, 488 
Netherlands 72, 672 1, 934, 362 2, 007, 034 
New Zealand _- 28, 196 | 59, 486 87, 682 
oe a ee an mnie erinieieinn mane 19, 767 | 42, 532 | 62, 299 
SE tas ssnnrtaved do wnsahcaba dibs added decieaide intl Sieeddies tctenonnatindo addi chee OD Ns tuliee eso eae 3, 488 
ne em aaibicbadion | BD Ds on ccccun 3, 488 
Federation of Rhodesia and Nyasaland--_...-...-.-.---------- 13, 953 21, 032 | 34, 985 
a a ds eal | 72, 672 582, 750 655, 422 
a aed nie aoee tented te pli ne apmMatnineniee | 72, 672 | 19, 000 91, 672 
nee S30 yt gE Ee ee a ee od | 54, 940 44, 841 99, 781 
ela cee piuane 54, 940 50, 103 | 105, 043 
Untied States: ...-... 3 ois... ee eto RE ee hoe ithe 863,632 | 8, 886, 769 | 9, 750, 401 
EE REE SR ie EES EPs | 28, 196 40, 680 | 68, 876 
CUI Ee tine Macann eee kahaenn pe a See eee 129, 085 | 129, 085 
SRE ere hc eS tne | 2,906,868 | 20,314,794 | 2 23, 221, 662 
1 ' 








1 Nonmember of ICEM. 
? All figures subject to minor corrections resulting from final external audit for 1959. 


U.S. PERCENTAGE OF TOTAL CONTRIBUTION 


Mr. PassmMan. What has been the U.S. total, percentagewise of the 
aggregate amount ? 

_Mr. McCuttom. The administrative percentage is 29.66 and opera- 
tional percentage, 43.74. 

Mr. Passman. What would be the total, then? I am trying to put 
the two figures together. Put the three programs together since their 
inception. We want the U.S. contribution in dollars and what per- 
centage of the total that would be. 

Mr. Warren. For ICEM operations in 1959, 43.74——— 

Mr. Passman. I do not es you understand. Let us take the 
total cost of this program from its inception, all three, because it is sep- 
arated into three parts. Put it all together. 

Then, what percentage of the total cost did we put up? 

Mr. McCutiom. 41 percent total since the inception. 

Mr. Passman. What part is in administrative expense? 29 percent ? 

Mr. Warren. United States portion is 29 percent. 
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Mr. Passman. Add to that other countries. 

( Discussion held off the record.) 

Mr. McCvutiom. 29 percent is our percentage of the 10 percent. 

Mr. Passman. Do we hamper your program by giving you all the 
money you ask for every year / 

Mr. McCouttum. No, sir. 

Mr. Passman. We may not have given you all the money just be- 
cause we thought you needed it. 

Mr. McCotium. We are trying to be realistic, sir. 


TOTAL MOVEMENT OF MIGRANTS AND REFUGEES SINCE 1951 


Mr. Passman. What has been the total number of migrants and 
refugees moved since 1951? 

Mr. McConiem. Interestingly enough we expect to move in Naples 
in May the one millionth migrant which one of your colleagues will 
see as a representative of this movement. 

Mr. Passman. Attend during the Refugee Year? 

Mr. McCorium. During the ICEM Council session in April. It 


will be the one millionth migrant in May. 


CONSOLIDATION OF THREE PROGRAMS 


Mr. Passman. Do you have a special board which figures out these 
names for all these different organizations, trying to see how many 
ways we can spread it, or does that come about normally ? 

Here you are testifying for three—Intergovernmental Committee 
for European Migration (ICEM), U nited Nations High Commis- 
sioner for Refugees, the U.S. escapee program. Why could that not 
be consolidated into one item, since it is all for the same purpose? 

Mr. McCotium. ICEM is an entirely different concept because it 
involves migrants as well as refugees. 

Mr. Passman. It ace omplishes the same thing. You deal with 
refugees. 

Mr. McCotitum. And national migrants. 

Mr. Passman. Are you not doing the same thing in the other pro- 
gram, the escapee program ? 

Mr. McCorium. Just refugees. We feel very strongly that there 
is a definite value in having a unilateral U.S. program because of 
certain intelligence and psychological values and we participate with 
the U.N. on a small total basis. 

Mr. Passman. You will admit that not only in this request, but 
in the others, you start one and it branches in all directions. If 
we should actually put together all the programs you have in this 
group alone, you have more than 500 different programs and pro- 
jects. I don’t think any man can possibly put his finger on all the 
programs. 

And when you get to naming them you have so many we cannot 
follow them. 

I wondered why you had this request for three different organiza- 
tions which do pr actically the same work ? 

You will admit it is complicated ? 

Mr. McCori.um. Yes, sir; as you know in the last 3 years we have 
tried to consolidate them into one office for this reason. 
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Mr. PassMAn. That is the point I wanted cleared up. It is feasible 
to consolidate these into one office, so why not one name? If it is to 
be in one office, why do you have to have three names / 

Mr. McCotium. Because in one case you deal with the U.N., 
made up of 80 countries. In one case there is good reason for having 
a unilateral program. 

In the case of ICEM it is not in the U.N., we do not want the 
money to go through the U.N., since it was set up jointly by Congress 
and the administration in 1951 as a non-U.N. agency because it deals 
with people in the free world only and is not involved in any of the 
non-free-world countries. 

For administrative purposes we have brought them within the one 
office so we would say there would be no overlap or duplication. 


REDUCTIONS IN APPROPRIATION REQUESTS 


I might also say that in the last 3 years we have reduced, contrary 
perhaps to some opinion, our appropriation request from $40 million 
down this year to $15 million. I think we are on the trend of get- 
ting them down sizably as far as appropriations and activities. 

Mr. Passman. You would not object to this committee cooperating, 
then ¢ 

Mr. McCottum. You have cooperated. 

Mr. PassMan. We want perhaps to do a better job of cooperating 
this year, toward getting it lower. It was indicated earlier the trend 
is downward. 

Mr. McCotium. Yes, sir. 

Mr. PassmMAN. That is indicated by the lower request this year. 

Mr. McCotuium. Yes, sir; that does not mean we still do not feel 
strongly it is to our interest to help the escapees from Communist 
countries, 

Mr. Passman. I think there is a lot of merit behind that. Do you 
know of any program started anywhere that Uncle Sam did not get 
into ¢ 

IRO PROGRAM ABOLISHED 


Mr. McCotium. Yes, sir; the TRO was abolished and stopped in 
1949 or 1950. 

Mr. Passman. Did they consolidate it or stop it ? 

Mr. McCotitum. Stopped it. 

Mr. Passman. What did it do? 

Mr. McCotium. I can ask Mr. Warren. 

Mr. Passman. But you are dealing with refugees now. Was it a 
question of consolidating them ? 

Mr. Warren. At that time, when the International Refugee Or- 
ganization was set up, it was a question of consolidating a number 
of activities on refugees. Eighteen governments governed that. or- 
ganization, and the operation dealt with the problem of a million 
and a half refugees in Europe who had to be moved from wherever 
they were. 

Between 1947 and 1950 IRO moved 1,040,000 refugees from Europe. 
We tried then to throw the problem all back to the governments in 
Europe, thinking that they could handle it. 
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It did not work. We knew we had to set up the High Commis- 
sioner in order to provide legal protection for the refugees, and there 
were some 350,000 to 450,000 refugees still left after TRO was liqui- 
dated. That has been the problem we have had ever since. 

The High Commissioner provided legal protection, tries to assist 
those who cannot be moved out to be integr: ated locally. 

In the escapee program we have taken care of the new refugees 
who are of political and intelligence interest to us and a definite part 
of our overall program. 


NEW AGENCIES DEALING WITH SAME PROBLEM 


Mr. Passman. But these agencies for which we are considering the 
appropriation now are doing the same work that the old agency did. 

Mr. Warren. No. 

Mr. Passman. Same problems. 

Mr. Warren. They are dealing with the same subject, yes, but deal- 
ing with different « ones and thev have different sources of support. 

Mr. Passman. But the end results would be the same; would they 
not? You are dealing with refugees? 

Mr. McCottum. Endeavoring to resettle refugees. 

Mr. Passman. It isa question of changing names. 

Take the Mutual Security Program. We have had no less than 
six names for it. 

Mr. Warren. No, Mr. Chairman, it is not a question solely of 
changing names for the fun of it but a case of changing tools, also. 

Mr. Passman. Changing tools? 

Mr. Warren. Yes. 

Mr. Passman. Personnel? 

Mr. Warren. We could not do today what IRO did in those 5 
years with the [RO organization. 

Mr. Passman. Mr. Warren, you always have been ey fair with 
this committee. I am not trying to win an argument. I still say, 
however, that what you are doing, though you use different tools, 
is to deal with the refugee problems. 

Mr. McCotium. Yes. 

Mr. Warren. Agreed. 

Mr. Passman. Relocation, also, so end results are the same. It is 
a question of reorganizing, and perhaps having different tools and 
different personnel to work at the same problem. 

Mr. McCoruum. Based on changing circumstances we have dif- 
ferent organizations and different tec shniques, 

Mr. Warren. Perhaps it is the changing name. We have got a lot 
of other governments in the picture that were not in during the early 
days when we only had 18 governments in the Internation: al Refugee 
Organization. Now you have 60 or 70 governments supporting the 
High Commissioner. You have got 29 governments, including the 
United States, supporting ICEM. 

Mr. Passman. More of them having to do the same thing. 

Mr. Warren. Yes. We have got a lot more help in changing the 
tools. 
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PER CAPITA COST TO MOVE REFUGEES 


Mr. PassmMan. What is the per capita cost of the refugees you have 
moved in the past 5 years? 
Mr. Warren. It averages around $210 the world over. 


DETERMINATION OF U.S. CONTRIBUTION 


Mr. PAssmMan. How is the U.S. contribution on a percentage deter- 
mined ¢ 

Mr. Warren. By actual trial and error over the last 8 years. 

Mr. PassmMan. Who establishes the formula by which we con- 
iibute one-third ? 

Mr. Warren. As far as the High Commissioner of the U.N. Organ- 
zation, Congress has established the formula. 

Mr. Passman. Following the recommendations, of course, of those 
vho administer the programs. Somewhere the formula is worked 
jout before it comes to Congress; is it not? The Congress does not 
igo out and run your program to determine how much money you 
wed. We have to consider your recommendations. 

Mr. Warren. The one-third was really pounded out by Congress 
in its determination of the U.S. participation in the U.N. generally. 
\Then that formula was applied to the High Commission. 

Mr. McCottum. Was that in 1946? 

Mr. Warren. That was back in 1944 or 1945, somewhere along in 
there, 

Mr. Passman. Was this something created by the Congress with- 
out any recommendations of those who were in the program ¢ 

Mr. Murruy. No. Ido not think that is the ease. 

Mr. Passman. I am trying to find out. 

Mr. Murreuy. I know you are, Mr. Chairman. I think maybe 
ican help you. The Congress as a mark of its concern, I believe, to 
keep the U.S. contribution, or the cost of the U.N. at a reasonable 
igure, stipulated, I think it was in the late 1940’s—I cannot tell you 
exactly what year it was—that the U.S. contributions to the U.N. 
nomally would be kept at 33—not to exceed one-third of the total con- 
inbutions and the formula here in the U.N. High Commissioner’s pro- 
gram, which is a U.N. program, follows that pattern, although it was 
jot specifically legislated as a program. 

Mr. Passran. There are many programs under U.N. to which we 
#recontributing more than one-third. 

Mr. Murrrry. Yes, sir. The U.N. Relief and Works Agency, which 
ou heard yesterday, is an exception and there the U.S. contribution, 
syou heard, runs 70 percent of the total. 

Mr. Passaran. Let us deal with the one that is not a U.N. program, 


i we may, the Intergovernmental Committee for European Migra- 
on. 


| 








Mr. Murrpny. On that one, of course, as Mr. Warren previously 
dicated, the precentage is higher than one-third for the program 
erating expenses; on the administrative side it is below the one- 
urdline. In total, it is more than one-third. 

Mr. Warren. Mr. Chairman, may I speak to that? We should 
ilize that when the United States was a member of the 18-govern- 
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ment IRO, we were paying 69 to 70 percent of the operating costs 
because that was close to the war years. 

The other governments could not contribute any more than the 
total of 30 percent. 

Now in ICEM, our contribution to operations is down to 43 per. 
cent, and their contribution is close to 60 percent. 


NUMBER OF GERMAN REFUGEES 


Mr. Passman. What has been the number of refugees from Eas 
into West Germany since you established the program / 

Mr. McCottum. Approximately 12,500,000 from East into Wes 
Germany. They are not under any of these programs. They ar 
German citizens and have German citizenship rights and the Wes 
German Government takes care of them entirely. They have no U.N 
or U.S. funds at the present time. 

Mr. Warren. They are still coming in 200,000 a year. 

Mr. Passman. With the exception of the one committee, the Inter. 
European Committee for Migration, these pledges are made to the 
U.N.¢ 

Mr. McCoticm. In the U.N. High Commissioner only the pledg: 
is made to the executive committee of the U.N. High Commissioner‘ 
program, at a general meeting in New York; yes, sir. 

Of course, in the case of USEP, there is none pledged to an 
body. That is entirely administered by the U.S. Government. T! 
officers are all U.S. citizens. 


Unirep Nations Higu Commissioner RervuGcer PROGRAM 


Mr. Passman. The second program is the U.N. High Commissioney 
refugee program for which $1,500,000 is requested, an increase | 
$400,000 above the 1 1960 appropriation. } 

Mr. McCotium. Yes, sir. 


Mr. Passman. Whiy is it necessary to have an increase in that?! 


INCREASE DUE TO ALGERIAN REFUGEE PROBLEM 


Mr. McCotitvm. For one primary reason: The Algerian refuge 
problem came about very suddenly as a result of the activities 
Algeria. The first year it occurred we made a contribution out | 
contingency funds as an emergency. This year. as I mentioned earliey 
we made a contribution as part of the World Refugee Year. We} 
not think we should continually do this on an emergency basis af 
therefore we are requesting a regular appropriation. 

This particular problem is unique and would be settled upon t ‘4 
completion of a satisfactory solution in Algeria. It is not in 
opinion in any way a permanent program. It is not part of the Hig 
Commissioner’s regular program. That is why in my statemell 
tried to differentiate between the decrease in the regular progr 
which we have pushed for and here is a separate problem, which f 
a vear or two might be upon us. 

Mr. Passman. Are we helping these Algerian refugees upon 
recommendation of France? 
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Mr. McCotium. No, sir. The recommendation came primarily 
from the U.N. and at the request of Tunisia and Morocco. 

Mr. Passman. They are citizens of France, are they not? 

Mr. McCotium. Yes, sir. 

Mr. Passman. France is a wealthy nation. Would that be termed 
interference on the part of the U.N. ? 

Mr. McCotium. No, sir. It has been accepted by France. They 
are contributing also to the U.N. High Commissioner for the care and 
maintenance of these people. 

Mr. Murrpny. You see, Mr. Chairman, these refugees have left 
French territory and go into Morocco and Tunisia, both of which are 
now independent countries. 

It is the care of those refugees in those two independent countries 
to which this money is devoted. 

Mr. Passman. How much money could be saved if we were to let 
France take care of them directly, as they have such a great interest 
in them / 

Mr. Murpny. I believe France would have great difficulty trying to 
take care of refugee programs directly in two other independent 
countries. 

Mr. Passman. It would not be complicated enough that way, would 
it? It has to be cared for through another lot of nations and agencies, 
and the U.N. gets it complicated enough that we cannot understand it. 


JUSTIFICATION MATERIAL 


Insert justifications on pages 27 through 30 in the record at this 
point. 
(The pages referred to follow :) 


DESCRIPTION AND OBJECTIVES OF PROGRAM 


The UNHCR program in Europe for refugees from the Soviet orbit will con- 
tinue to assist the already overburdened countries of asylum to provide housing 
and integration aid for refugees living under substandard conditions, and will 
enable the UNHCR to expand and intensify this program of providing legal and 
political protection for refugees. 

Resolution 1166(XII) of the United Nations General Assembly, dated Decem- 
ber 2, 1957, was designed to insure continuity of assistance to nonsettled refu- 
gees formerly the concern of the United Nations Refugee Fund (UNREF) 
program which was terminated on December 31, 1958, and to make provision for 
assistance to new refugee situations as they arise. 

Recognizing that there would still be a need for international assistance sup- 
plementary to that available from host governments particularly to certain 
groups and categories of Soviet orbit refugees, during 1959 and into 1960 the 
program will be engaged in carrying out certain of the unfinished UNREF 
undertakings, including primarily the camp clearance program. The special 
emphasis placed upon camp clearance projects under the World Refugee Year 
in fiscal year 1960 should contribute very significantly to this end. 

On the assumption that 1960 should virtually complete the camp clearance 
program, aid in 1961 will be concentrated very largely upon the out-of-camp 
refugees requiring rehabilitation and upon international legal and political pro- 
tection insuring freedom to travel, increased employment opportunities and 
participation in social security systems, and nondiscrimination in the application 
of laws at all levels of government. 

The UNHCR program will aid the estimated 250,000 refugees in Morocco and 
Tunisia who have fled Algeria. Until recently the UNHCR has based this 
program on the requirements of 205,000 refugees. This figure has now been 
revised upward to 250,000 on the basis of more recent information received 

53909—60——_42 
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from agencies working with the refugees in the countries concerned. The higher 
figure has been confirmed by U.S. Embassy reports. In addition to a program of 
providing basic food and clothing, special attention will be directed to operating 
feeding centers being established for expectant mothers and for children. 


Program summary 


{In thousands] 
Fiscal year 1959-_ 


fin iene aah i nici nah gtk alntnioe eilb teow cls in in ee echind mve se ns es ch h  s $1, 200 
Inna UNNI T UUINRS s  Pd  ees e et a eh tos 1, 100 
Iara INT DRINTTIRR NEI A re ae erlang inhi cooing ibccoee auton bes 1, 500 


Detail of program—Program summary, fiscal year 1961 


{In thousands] 
I i a 


ee S00 
Algerian refugees in Tunisia and Morocco 


ca eas tabtaltic ine ios sdeded eovicb ahs tases aiocviamren cael miei 600 
Refugees of European and Jewish origin from the Near East_________ | 100 
i ea es de a ia oa ee 1, 500 


Summary of U.S. contributions 
UNREF PROGRAM 


[In thousands] 


Calendar year contribution: | Fiscal year appropriation: 


BE ne th ttt AS SL $1, 200 | RS et $1, 200 
ah ne 1, 300 | MUR e okra ee et 1, 300 
NON le tire eee te i SG 1, 500 | CD a one : " 600 
TR anes Abies gece nc aatbcncsinsmcontueaigeg omega (1958 ) —-- Se ates 900 
———_ | Sa Ritepineteansbsenerninnis. “Se 

a 5, 388 | — 
ate. cca ea ee 


UNHCR PROGRAM 


Calendar year contribution: 


| Fiscal year appropriation: 
1959 


ete a Se ee Lo $1, 200 | ie... eaisiabsbigciest calc <a cut < (in nr 
Onc ee oe 1, 100 I cee cares ee 1, 100 
Dies vais ciniaentiiicaiasiinlnania 1, 500 i hitias tment i cia ie 1, 500 
—— | ec a 

I i oi Satie acts bc epcsccis, MO A tiie ee bE Se Los 9, 133 


Economic assistance 


[In thousands] 


- ED 


| Obligations |Expenditures| Unliquidated 


Actual, fiscal year 1959 


Sa ce ae $1, 200 $233 

Cumulative, June 30, 1959 ee cpaebbicechecnandee x 6, 533 | 5, 333 $1, 200 
Estimate, fiscal year 1960 AR aetith uimaiiicincainss rine k setae 1, 100 BGO hex eis 
Cumulative, June 30, 1960 bauiade bak sistema cee ahs ree 7, 633 6, 733 | 900 
Estimate, fiscal year 1961 hen tehemmawakbcacselea Rekepnnitasban 1, 500 | 1, 200 








Continued assistance will be required toward the solution of the problem of 
refugees of European and Jewish origin from the Near Bast who are still tem- 
porarily accommodated primarily in Italy and France awaiting reestablishment. 





U.S. 
Refuge 
siderat 
conditi 
politic: 
Refuge 
are an 
to mai 
consist 
and M 
with t 
tinued 
policy 
is con 


for U! 


Inte 
assist 
throu 
ernie 
ments 
The 
$653, 
butio 
and k 


Gove 


Th 
the | 
medi 
Und 
mail 
case 
ng. 
The 
gees 

| 
US. 
or © 
hav 
am 
refi 

I 
gee 
tril 
ref! 
Th 
reli 


Son 
mil 
Col 
AS: 
U) 
mi 
of 
bo. 
re( 





657 
U.S. INTERESTS 


U.S. support of the program of the United Nations High Commissioner for 
Refugees in 1961 is based upon valid political, economic, and humanitarian con- 
siderations and adheres to U.S. policy. Refugees who live under substandard 
conditions in camps or in private dwellings and without adequate legal and 
political protection are a political and economic liability to the free world. 
Refugees properly integrated in the communities where they have found haven 
are an asset and an encouragement to the governments of countries of asylum 
to maintain the right of asylum for escapees, a right that the United States has 
consistently sought to have upheld. Aid to the Algerian refugees in Tunisia 
and Morocco is in keeping with U.S. support for UNHCR programs, complies 
with the U.N. General Assembly Resolution 1286 (XIII) recommending con- 
tinued action in behalf of these refugees and is consistent with U.S. foreign 
policy respecting north Africa. Aid to refugees in Europe from the Near East 
is consistent with the foregoing and provides further evidence of U.S. support 
for UNHCR efforts to meet the needs of refugees within his mandate. 


INTEREST OF OTHER PARTICIPATING GOVERNMENTS 


Interest on the part of other nations in participation in U.N. programs of 
assistance to refugees has expanded greatly. From the beginning of UNREF 
through 1958, 22 governments made contributions. By August 31, 1959, 33 gov- 
ernments contributed to the 1959 UNHCR program, and an additional 5 govern- 
ments had made contributions to the UNHCR—World Refugee Year program. 
The U.S. cash contribution to the UNHCR for Algerian refugees to date is 
$653,375 ont of a total U.S. contribution of approximately $10,653,375. Contri- 
butions from other governments and agencies total at least $4 million in cash 
and kind including $1.3 million from the Soviet bloc. As noted below, the French 
Government has pledged or contributed approximately $510,000. 


ACCOMPLISHMENTS OF PROGRAM 


The 4-vear UNREF program authorized in 1954 and the successor program of 
the UNHCR have concentrated principally on the older refugees from the im- 
mediate post World War II period and refugees not covered by other programs. 
Under these programs 76,954 refugees, mostly nonemigrable, have been assisted 
mainly to integrate in the country of present asylum, by placement of difficult 
cases in specialized institutions and through counseling and vocational train- 
ing. (Accomplishments of the programs are outlined in the attached table.) 
The camp clearance program has resulted in the firm settlement of 12,981 refu- 
gees from camps up to June 30, 1959. 

U.S. contributions to these programs up to June 30, 1960, total $7,633,000. 
U.S. leadership in this activity has, to a great extent, made possible expenditures 
or commitments by the UNHCR of $17,069,500 up to June 30, 1959, which in turn 
have attracted supporting contributions from governmenis and other sources 
amounting to approximately $24,650,000 bringing the total of all aid given to 
refugees under the UNREF and UNHCR programs to over $41,700,000. 

In response to emergency appeals from the U.N. High Commissioner for Refu- 
gees and from the League of Red Cross Societies, the United States has con- 
tributed a total of approximately $10,653,375 in cash and in kind for Algerian 
refugees in Tunisia and Morocco since the inception of this problem in 1957. 
The UNHCR together with the League has been able to organize a program of 
relief through operating agreements with the recently formed Red Crescent 
Societies of those two countries. Through this organization approximately $10 
million of aid has been provided in the form of U.S. surplus wheat and other 
commodities available under title II of the Agricultural Trade Development and 
Assistance Act of 1954, as amended (Public Law 480). Contributions to the 
UNHCR in cash for this program total $653,375. The program has met the 
minimum general food needs of the refugees, and has seen the establishment 
of the first of a series of milk stations and feeding centers along the Algerian 
borders of Morocco and Tunisia to provide the additional, critical nutritional 
requirements of the mothers and children among the refugees. 
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In his search for international contributions to this program the High Com- 
missioner has been able to obtain contributions or pledges from the French 
Government totaling approximately $510,000. The French Government had 
previously taken the position that the Algerian refugees were distressed French 
citizens abroad and announced its intention of assuming responsibility for their 
assistance. However, due to objections of the Algerian refugees themselves as 
well as of the Governments of Morocco and Tunisia, the French have “de facto” 
recognized the problem as an international one and contributed to the UNHCR 
for this program 

Approximately 28,000 persons of European and Jewish origin left the Near 
East since the Suez crisis. Some 17,000 of these have heen assisted by the 
UNHCR in becoming reestablished. Since June 1957 the United States has con- 
tributed $300,000 to the UNHCR for this purpose. 


PROPOSED PROGRAM FOR FISCAL YEAR 15961 


A total contribution of $1.5 million for all UNHCR programs is requested. Be- 
cause of the success of the UNREF and World Refugee Year programs, a con- 
tinued reduction in U.S. support of international programs for Soviet bloc refu- 
gees can be made. It is therefore requested that $800,000 be made available 
for this phase of the UNHCR program, the contribution to be subject to the 
conditions that it not exceed 3314 percent of the total contribution of all govern- 
ments for this purpose in 1961. The 1960 contribution for this purpose was $1.1 
million. 

It is requested that $600,000 be made available for aid to Algerian refugees in 
Tunisia and Morocco. This is for the implementation of clearly identified 
projects financed by the United States including primarily the operation of 
feeding centers for refugee mothers and children in Tunisia and Morocco. 
Should the French Government be successful in developing an adequate assist- 
ance program acceptable to the refugees and to the Governments of Morocco and 
Tunisia, or should negotiation affecting the future status of Algeria result ina 
substantial reduction or elimination of the refugee problem before legislative 
action is taken on this request for funds, the request will be reduced or with- 
drawn accordingly. 

It is requested that $100,000 he made available for aid to refugees of Euro- 
pean and Jewish origin from the Near East. This contribution will be required 
to provide documentation and visas, care and maintenance at transit centers and 
reestablishment in reception countries including housing, placement in employ- 
ment, vocational training, and resettlement loans and grants. 

Although the U.S. contribution to the UNHCR as an international agency 
of the United Nations must be made in dollars, programs involving surplus 
agricultural commodities available under the Agricultural Trade Development 
and Assistance Act of 1954, as amended, have been and will continue to be used 
to augment the assistance provided refugees by the UNHCR. This aid under 
Public Law 480 is currently being provided through title IT and title IIT programs 
at the level of approximately $10 million per annum, including nearly $5 
million for Algerian refugees and lesser amounts for Chinese refugees in Hong 
Kong, Yugoslay refugees in Italy and Austria, and refugees elsewhere benefiting 
from established country programs. 

In the past several vears through the UNHCR program and through the 
efforts of the cooperating voluntary agencies and of ICEM and USEP, much 
progress has been made in reducing the refugee problem, particularly in 
Europe. Nevertheless, events of the same period make it clear that refugees, 
as the product of the international and nationalistic tensions, will continue to 
be an international problem. Therefore, U.S. assistance to refugees through 
the UNHCR must be anticipated as an annual program. Although the prospec- 
tive cost of such programs in the years ahead will depend entirely upon the 
dimensions of the future refugee problem, every effort will be made to reduce 
the area of international assistance by stimulating greater acceptance of 
responsibility by asylum countries, thereby reducing the scope of the UNHCR 
program and the U.S. contributions thereto. 
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UNREF-UNHCR ProGram Operations 1955-59 


Refugee beneficiaries by country or area from inception to June 30, 1959 


Persons 


eee ——EE —_—$ $$$ 


Country or area 








' 
| From camps Outside Total 

camps 
Austria...... Sa a a aad aan ere 15, 740 14, 062 30, 802 
EERE RR cave ee ol eae ss chadiaacaretageatrads: emia tebe ee in anes 1,855 1,855 
PA .iccnivdcdaeeeenaamewatane<m iianeden berate vanadate ainda il 5 5 
Far East_... ‘sa aioe apa eta sacaaaite te Bcsemeuleniteh a aerate 8, 812 8, 812 
FRONOB. .. an0=- i as Seder as oo att oink aaa eae Re Reh a ate at a kant 946 946 
Naa: incl dies vain aca geet Didnie Ria w hemunabuee ciate lal 24, 703 3, 143 27, 846 
Greece sclera Sidsusadnnate bbb ieeaddwaaihe ase 987 , 263 2, 250 
Ne aes oecececcene = =i jw iimmieonn (talmemedtia tb ompnetas 7 7 
adalat bs - ied aot 1, 764 2,013 3, 777 
NN Sa ou dem ambolahe ‘ ais beaten te eon ie anivancinadiees aan aN 2} 21 
Lebanon 5 rt ss = 
Morocco.....---. Sieiad deanna eoticabaa oe 7 ee . oe l 1 
BGR. oanwas ‘ ake 55 pitceedp artsoncheieniiaivanstionies a al baiddaee nested 1 1 
Turkey oe ee x Ss rads ; 349 349 
ee eee SN So oo oe cs eck eeacmaebbeeenen 4 79 278 
Yugoslavia : ieee l 1 
MRNA a ao enc t Pon divacae 2 | 2 
ON =H ath los den eehcwksewnaiena 3 Sasa ited 44,194 32, 760 76, 954 

Refugee beneficiaries by type of solution from inception to June 30, 1959 

Persons 

Type of solution eA ROSE hh. le Be, 
From camps Outside Total 

camps 
Promotion of resettlement _ _- si ZS i. H41 434 1,075 
Establishment assistance !____ cues 5, 308 236 9, 544 
Provision of housing 6, 151 1, 865 8, 016 
Combined housing and establishment assistance ? a4 1,913 2, 907 
Registration, preselection, counseling and followup % = 25, 853 11, 460 37, 313 
Rehabilitation of handicapped refugees 4 1,172 304 2, 476 
Training and education ; 2,548 2,017 4, 565 
Resettlement of difficult cases " Ss 1 ae 1, 188 2, 715 
Far Eastern operations ~ 8, 343 8, 343 
Total.-- = i ie alee 44,194 $2, 760 76, 954 


Comprising credit facilities, small loans, installation loans, and grants and rent subsidies 
? Comprising establishment in agriculture, industry, crafts and trades, and similar projects in urban areas, 
Including special casework projects, legal counseling, and assistance for naturalization 
‘Including rehabilitative medical treatment and work therapy, temporary accommodation, postprison 
care, and integration of refugee intellectuals 
‘Excluding resettlement of difficult cases 





TOTAL AMOUNT OF U.S. CONTRIBUTIONS 


Mr. Passman. How much money has the United States contributed 
to this program since its inception 4 

Mr. Mcreny. Through the end of this year it was 37,633,000, 

Mr. PassMan. For what purposes is that money spent ‘ 

Mr. McCotitum. Mr. Chairman, the High Commissioner’s program 
is operationally devoted to people who are not on the U.S. escapee 
caseload; for aged and physically handicapped, and we have a policy 
under USEP, which I think we announced last vear that after 5 years 
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under U.S. jurisdiction we drop them from our caseload. Some of 
these people have been in camps because of TB, and other reasons, 
for 8 and 10 years. It is an endeavor to resettle those people in low- 
cost housing or in a sanitarium. Sweden and Norway do quite a bit 
in this field. That is the High Commissioner’s primary program. His 
primary emphasis is on the closing of camps and physically destroying 
them. 
EMPLOYMENT 


Mr. Passman. Is the High Commissioner an American ? 

Mr. McCoitium. A Swiss, Dr. Auguste Lint. 

Mr. Passmanx. How many Commission officers do you have in this 
program ¢ 

Mr. McCouicm. In the office of the High Commissioner, 14 
Americans. 

Mr. Passman. What istotal personnel ? 

Mr. McCoutivm. I will have to get this. 

I think it is approximately 200. I will check this out and submit it. 

(The information referred to follows :) 


There are 90 professionals and 152 nonprofessional local employees. 
PROGRAM OBJECTIVES 


Mr. Passmawn. Is there any food in this part of it, or is this admin- 
istrative and legal protection and personnel ? 

Mr. McCotivm. There is no food in this particular program. 

Mr. Passman. It is spent for administrative and kindred items ? 

Mr. McCoutitm. Primarily for low-cost housing and care and main- 
tenance in aged homes. 

Mr. Passman. But not for food. 


U.S. CONTRIBUTION UNDER PUBLIC LAW 480 


How much has been the U.S. contribution in aid under Public Law 
480? 

Mr. McCortium. In 1958, and I only have the 3 vears, we gave a 
total, in Public Law 480, sanatancn for refugees, of $17,500,000; in 
1959, $19,700,000; in 1960, $24,300,000. That was given to refugees 
generally, both to those w thin and outside the mandate. I will sub- 
mit this for the record and also a table, if I may, of a breakdown of 
those figures to refugees within the mandate of the High Commis- 
sioner under “International assistance.” 

Mr. Passman. That is not part of the appropriation for the 
agencies under consideration. 

Mr. McCoiuium. No. sir. 

Mr. Passman. This isin addition to that ? 

Mr. McCo.ticm. This is done at the urging of this committee, which 
we accept, that more Public Law 480 should be used in these pro- 
grams—as much as possible—and a decrease in cash allocations. 
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Mr. Passman. We are happy to hear that statement. As you are 
so familiar with this program and have such a profound interest in 
these revenues worldwide, I would not want to involve you in the 
other man’s agency, but this committee has very high regard for your 
opinions. Have you ever given any thought to maybe the overall 
refugee program, we shall say, in the Middle East, and that maybe 
food would be useful there, if we would think in terms of good sub- 
stantial food rather than dollars? 

Mr. McCotitum. No, sir; I do not believe I should comment on 
that. I am not involved in it directly, as you know. It is an entirely 
different part of our Department. 

Mr. Passman. We are sorry we are deprived of the gentleman’s 
opinion on that. 

Mr. McCotzium. I will give that later privately, but I would not 
do it on the record, sir. 

Mr. Passman. I shall not press the gentleman. We would like to 
have his personal opinion in the record, but we shall be deprived of it 
on account of that being another man’s agency. 


TOTAL CONTRIBUTIONS OF PARTICIPATING GOVERNMENTS 


Would you submit for the record a list of the 33 governments and 
the total contribution by each to this program ¢ 

Mr. McCotium. Of the World Refugee Year? 

Mr. Passman. We are still dealing with that High Commissioner. 

Mr. McCotium. Yes, sir. 

You want the list of the countries and their contributions ? 

Mr. Passman. Yes. 

Mr. McCotium. Since its inception ? 

Mr. Passman. Yes. 
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(The information requested follows :) 


Governmental contributions to the program of the United Nations High Commis- 
sioner for Refugees (UNHCR) —1959 


[In U.S. dollars] 


Total Total 

od makes 224, 000 | Liechtenstein______._____-- 1, 100 
eh ee 12 Goo} Laxembourg................ 3, 000 
i 50, 000 | Malaya_______-__-_- Sie 2, 000 
A AR iaciete plik tcancoteuece i ON oS So a ora 20, 000 
I a et oes Ore Pp ROMRCOKs 665 kn- Pear 2, 041 
a catia ee ey 7 I nee 2, 381 
te 1. 000) Hewermndas.__............-- 139, 211 
 esce-UR Pl a ee) ew ceeeiene 56, 000 
China (Republic of) _------- i NIN i eben eens 98, 000 
es 5, 000 | Rhodesia and Nyasaland__.- 2, 823 
I ee ge NE i asi remanence 144, 984 
Dominican Republic___---~- 5,000 | Switzerland._......_..__-.- 156, 977 
NR pes las ages ese Ue Sie ks a eee 2, 000 
sermany (Federal Republic NN eS atc 2, 667 

a a name 209, 524 | United Kingdom____—--_--~-- 280, 000 
RN i ce siicccttnercncectonnineerninenmes 3, 000 | United States__ --~ 1,900, 000 
Ne Senco tees 8, 333 | Venezuela___-__- Sie 6, 000 
BN TI catia arcs tecenieacctecicns ered Be I as ew * », 500 
a 4, 693 | Yugoslavia a ee 15, 000 
NI dicta she Steichen pies eiiecanicieases 3, 057 ——______. 
NR i ae ieee ee 1, 500 ONR  io n GRR 


1The above table shows contributions for 1959 and pledges as of Dec. 31, 1959, by 
governments to the United Nations High Commissioner for Refugees totaling $4,080,202. 
Of this total, $1,519,795 represents government contributions to the High Commissioner 
in connection with World Refugee Year. 


TOTAL NUMBER OF REFUGEES RECEIVING ASSISTANCE 


Mr. Passman. What is the total number of refugees that have been 
assisted to date under this program # 

Mr. McCotium. 76,954 have received specific assistance under the 
High Commissioner’s program. 
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(The information requested follows :) 


Per capita cost of assistance to refugees by United Nations High Commissioner 
for Refugees to Dec. 31, 1959 * 


Total number of refugees benefited from all programs except supple- 

mentary aid and language training (of which 38,492 firmly 

On ca saa ec ee ia ee salen ee sd ast ees sae ls ite 70, 6512 
Number of beneficiaries of supplementary aid projects (“services” 

figures for Near East and Turkey adjusted to arrive at “benefi- 


a Nc a a cana 21, 018 
Services rendered under language training project (assume one 
Santry Sar IRI Doe Stic ie lance ee aimee 367 
Caren BURT OP ORCi ONO ea i Si etter 2, 036 
Total disbursements, United Nations High Commissioner for Refu- 
gees and United Nations Refugee Fund Dee. 31, 1959__________ $15, 766, 166 
Total commitments, United Nations High Commissioner for Refu- 
gees and United Nations Refugee Fund. Dec, 12, 1950____- $19, 831, 126 


Per capita cost of European program excluding special new Hun- 
garian program on basis of disbursements____---.------------ $171. 30 


For the 6-year period 1954-59, inclusive. 
FRENCH ASSISTANCE FOR ALGERIAN REFUGEES 


Mr. Passman. What is the status of the French Government’s 
efforts to develop an adequate assistance program for Algerian ref- 
ugees, which could affect the $600,000 request for aid to the refugees? 

Mr. McCotium. Sir, I can only say that, not knowing what the 
French Government’s es ins are, that they have made a generous con- 
tribution to the High Commissioner since the General “Assembly of 
the U.N. instructed the High Commissioner to assist these Algerian 
refugees as a U.N. operation, and there have been contributions from 
many Governments, including in this case Yugoslavia, United Arab 
Republic, Soviet Union, France, United States, Great Britain, and 
others. 

Mr. Passman. Would this kind of add up that French citizens run 
them out and other ng ions help feed them ? 

Mr. McCotium. I do not think so. I think these people have been 
caught in a crossfire in this internal fight. 

Mr. Passman. You state that France has a plan; do you not? 

Isn’t that in the making, a plan by France to take care of them ? 

Mr. McCotium. I thought the plan by France was primarily to 
resolve if possible the Algeri: in overall problem. 

Mr. Passman. It says: 

Six hundred thousand be made available for aid to Algerian refugees in 
Tunisia and Morocco. This is for the implementation of clearly identified proj- 
ects identified by United States, including primarily the operation of feeding 
centers for refugees. Should the French Government be successful in developing 
an adequate assistance program, acceptable to the refugees and to the Govern- 
ment of Morocco and Tunisia— 
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and reading the last statement— 
The request will be reduced or withdrawn accordingly 


Mr. Mc ; ‘oLLUM. Sir, I am sorry, I can only speak to the second part 
of that. I do not know of any plans by France on the first part. 

Mr. Passman. How did this get into the justifications? 

Mr. McCotium. I will find out. I do not know of a French plan. 
The second part is accurate. 

Mr. Passman. You understand how this would leave the committee 
confused ? 

Mr. McCotium. Yes, sir. 


EFFECT OF FRENCH PLAN ON BUDGET ESTIMATE 


Mr. Passman. We will have to consider the request upon the basis 
of what we read in the justifications, unless you can prove it should 
not be in there. 

There is $600,000 involved. 

Mr. McCortium. I am well aware of that. I will have to find out, 
if I may, what justification there is for this. 

Mr. Passman. Will the justification be reduced or withdrawn ac- 
cordingly if that plan is developed ¢ 

Mr. McCotium. Yes, sir. It would not be allocated and expended, 

Mr. Passman. I am afraid if you should get the money you may find 
a place to spend it. 

Mr. Warren. That was written, Mr. Chairman, undoubtedly, at 
the time the French Government was making rather broad statements 
in the High Commissioner’s meeting. 

Mr. Passman. Do you come in here and on account of some state- 
ment made by some other nation set up a big figure like that, on the 
basis of some statement, or are you referring to the statement. that 
the request would be withdrawn ? 

Mr. McC oe uM. He was referring to the first part of the sentence, 
as you were. [ do not know of any plans from my last attendance at 
a High Commissioner's meeting that the French Government intended 
to take over the problem. I can speak to the second part. As you 
know, they are endeavoring to resolve the problem, in which case the 
refugee problem in itself would be resolved. 


STATUS OF FRENCH ASSISTANCE TO ALGERIAN REFUGEES 


Mr. Passman. Who can speak concerning the first part ? 

Mr. McCotium. I will wire and find out from Geneva if this was 
made to the High Commissioner, what the justification is, and let you 
know. 

Mr. Passman. Would you care to comment on this, Mr. Inspector 
General ? 

Mr. Murpny. I do not know the answer to vour question. Mr. Chair- 
man. I think it is a very valid question. We certainly owe you the 
answer toit. We will get it. 

Mr. Passman. Would you be able to give the same answers to the 
other discrepancies we run into, or will you get them for us? 

Mr. Murpny. I hope my batting average is reasonable, Mr. Chair- 
man. 
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Mr. McCotium. Sir, with your permission, if I get this informa- 
tion immediately, I will submit it to the committee. 
(The information referred to follows :) 


STATUS OF FRENCH ASSISTANCE TO ALGERIAN REFUGEES 


On June 12, 1959, the French Premier Debre announced the policy of the 
French Government regarding the refugees from Algeria in Tunisia and Morocco 
to be that of assuming full responsibility for the repatriation and care of these 
persons as distressed French citizens abroad. The French proposed to establish 
a program whereby French assistance would be provided refugees in the two 
asylum countries until such time as they could be repatriated. 

This French announcement was reiterated by the French delegation to the 
first special session of the Executive Committee of the High Commissioner’s 
program meeting in Geneva on June 15, 1959. The representative of Tunisia, 
speaking in behalf of both his government and that of Morocco, expressed aston- 
ishment at the French statement and stated that the Moroccan and Tunisian 
Governments did not consider the refugees to be distressed French citizens abroad 
nor did the refugees consider themselves to be such. The refugees, according 
to the Tunisian representative, were Algerians who had fled French military 
action in their homeland and it was extremely unlikely that the refugees would 
accept assistance from the French Government. 

Subsequent negotiations by the French with the Governments of Tunisia and 
Morocco and with the United Nations High Commissioner for Refugees have 
failed to reach agreement to serve as a basis for the French assumption of uni- 
lateral responsibility for the refugees. The primary cause of this lack of agree- 
ment is believed to have been the French insistence on establishment of a pro- 
gram to be directly administered by themselves involving direct contact by the 
French with the refugees. 

Interviews with the refugees by U.S. officials in both Tunisia and Morocco 
have revealed great bitterness against the French, and the refugees’ reaction 
to the announced French policy was that they would accept no direct aid from 
the French. 

Subsequently in discussion with the United Nations High Commissioner for 
Refugees, the French—while maintaining their basic position that the refugees 
were fundamentally a French responsibility—recognized that they would be un- 
able to put their plan of direct aid to the refugees into effect and therefore 
agreed to contribute to the High Commissioner’s program of assistance. (To 
date France has contributed approximately $500,000 for this purpose.) The 
French also stated that the assistance of other nations to the refugees through 
the High Commissioner would be welcome until such time as France was able 
to assume its full responsibility for assistance. 

In effect, there is no direct French program for assistance to the refugees. 
There is merely an announcement ef intention to assume the responsibility for 
such assistance should it be possible to make the necessary arrangements with 
the Governments of Morocco and Tunisia. Although the early accomplishment 
of such assumption of responsibility at this time does not appear likely, the 
United States is prepared to withhold the contribution requested in this ap- 
propriation should the French be successful in making the arrangements they 
seek. 


U.S. ASSISTANCE TO REFUGEES ON ANNUAL BASIS 


Mr. Passman. On page 29 you state that “U.S. assistance to refugees 
through the UNHCR must be anticipated as an annual program.” 
By that, you mean that it has to be worked out on a 12-month calendar 
basis ? 

Mr. McCortitum. No, sir. We mean what you are referring to = 
Tf you will recall, sir, at one time the administration came in for : 
four-year commitment, which this committee granted. We do am 
think any longer that we should go beyond a year-to-year, program- 

by-program evaluation and justification, 
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Mr. Passman. At one time you asked for a four-year program and 
appropriation and the committee granted it. You think now it should 
be limited to 1 year at a time ¢ 

Mr. McCottum. Yes, sir, and within that. one year a specific pro- 
gram. We took the lead at the General Assembly to change this con- 
cept in the High Commissioner's Office for this reason. This other 
was before my time. This is what I have been told. 


ACTION TAKEN TO REDUCE U.S. CONTRIBUTION 


Mr. Passman. What action is being taken by a9 U.N. representa- 
tive to reduce not only our percentage contribution, but also the dollar 
contribution / 

Mr. McCoititm. I can speak to the dollar contribution. I do not 
go to the Assembly. I cannot speak to percentage. We have made an 
endeavor under the normal programs, if you will except the Algerians 
as a new unique program, we have reduced our contributions in the 
last 3 vears consistently and this year are asking for $800,000 as against 
$1.1 million last year, as against $1.5 million the year before. It is 
our belief, and we have stuck to this, that as much as possible these 
programs should be returned to the governments as soon as they can 
afford to absorb them so that our contributions should be on a de- 
creasing basis, failing any new emergency, which we do not antici- 
pate or know about. such as Hungary. 


ANTICIPATION OF A CONTINUING PROGRAM 


Mr. Passman. We find a bit of confusion on page 29 of the justifica- 
tions, under the United Nations High Commissioner for Refugees. 
About one-third down in the last paragraph, it says: 

Nevertheless, events of the same period make it clear that refugees, as the 
product of the international and nationalistic tensions, will continue to be an 
international problen Therefore, the U.S. assistance to refugees through the 
UNHCR must be anticipated as an annual program. 

So you were referring to one thing; I was referring to something 
else. 

Mr. McCotium. Yes, sir. 

Mr. Passman. The words “continued program”—would that fit 
better ? 

Is that what is meant by this? 

Mr. McCotitum. No,sir. I think the High Commissioner’s program 
in the concept of the legal protection work must continue. This goes 
back many years, even back to League of Nations days; that as situa- 
tions such as Algerian or Tibetan refugees arise, there will be need 
for international cooperation. We are not referring here to what 
ordinarily we refer to as the old caseload, which as I mentioned, we 
hope to close out this year, at the end of this year. 

What we are anticipating, which has been true for the last 15 years, 
that something new occurs ‘almost ever y year or every other year, such 
as the ones I mentioned, the Hungarian crisis, Algerians, Tibetans, 
which we think the U.N. as an organization would have a part in. 

Mr. Passman. We see this as a continuing program because of your 
language, and I quote, “although the prospective cost of such pro- 
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grams in the years ahead will depend entirely upon the dimensions 
of the future r efugee problems.” 

Mr. McCoutum. I think you are right. The U.N. High Commis- 
sioner’s Office as an office will continue. It has al ~ady been extended 
for five years by the General Asesmbly. The extent of our financial 

articipation, I think, will decrease, barring any new unexpected 
H Tungarian crisis or something , down to a very minimum level. 

Mr. Passman. Are those decisions made in the morning or after- 
noon, when they just get up some motion to extend it five: years, and 
then it carries? For something that is phasing out, why should they 
want to keep it alive for five years? Why do they not keep it alive 
for a year or two years? 


LEGAL PROTECTION ASPECTS 


Mr. McCotitum. Because of the legal protection aspects. 

Mr. PassmMan. What do you mean ? 

Mr. McCotium. All refugees that come into a country of asylum 
are stateless once they have been granted political asylum. It is to 
assure them the right to work, the right to assistance. "There has been 
an international organization and a Geneva convention which this 
country does not belong to, but European countries by and large, and 
others, have ratified the Geneva convention which grants the right 
of a refugee or a stateless person certain considerations until such time 
as he becomes a citizen. 

Mr. Passman. We shall discuss this escapee program briefly. 


U.S. Escaree Program 


Mr. Passman. The third program is the U.S. escapee program 
for which $3.5 million is requested, a decrease of $1,132,000 below the 
1960 appropriation. 

JUSTIFICATION MATERIAL 


I think this would almost justify recessing the committee and cele- 
brating; but on account of the lateness of the hour, and the bills on 
the floor, we shall have to forgo that pleasure. We shall insert in 
the record justification pages: 32 through 34. 

I think this is the first time since I have been on this committee that 
the head of a program has come and asked for less money. I want to 
commend you. 

(The pages referred to follow :) 


U.S. ESCAPEE PROGRAM 
OBJECTIVES AND DESCRIPTION OF THE PROGRAM 


The objectives of the U.S. escapee program (USEP) are to: 

(a) Encourage the maintenance of adequate reception facilities for es- 
capees from the Sino-Soviet orbit. 

(bv) Insure that such escapees are available to the various U.S. intelligence 
and psychological agencies for exploitation. 

(c) Provide supplementary care and maintenance to escapees pending 
their reestablishment. 

(d@) Assist the escapees to emigrate to a country of their choice overseas, 
or to become established in local communities as useful and productive 
citizens of the free world. 
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To accomplish these objectives, the U.S. escapee program makes arrangements 
with asylum governments for bringing new escapees to USEP’s attention so that 
they may be regisiered and screened to insure that they are bona fide anti-Com- 
munist refugees deserving of assistance. USEP supplies biographic data on es- 
capees to U.S. intelligence and psychological agencies in order that escapees 
possessing useful information or talents are brought to the attention of such 
agencies. 

Throughout the stay of an escapee in a country of first asylum, the escapee 
program supplements the basic food, shelter and medical assistance provided 
by the asylum government and the voluntary relief agencies as necessary to in- 
sure that escapees are maintained in a good state of health and morale. USEP 
resettlement activities include: (a@) counseling, involving the compilation of case 
histories and analysis of all pertinent data in relation to existing or potential re- 
settlement opportunities and formulation of resettlement plans on an individual 
case basis: (b) vocational and language training; (c) provision of medical and 
dental services when necessary: (d) assistance in visa procurement; (e) search 
for resettlement opportunities in countries of immigration; (f) provision of a 
substantial portion of the costs of transportation; (g) payment of those ex- 
penses in certain resettlement countries which are necessary for initial re- 
establishment. In cases where escapees are unable to emigrate on account of 
health or other reasons, USEP undertakes to assist the escapees to become estab- 
lished in local communities. This activity includes assistance in finding employ- 
ment and housing or permanent placement when necessary in hospitals, old peo- 
ples homes, and other institutions. USEP provides these services primarily 
through contracts with voluntary relief agencies representing the major U.S. 
religious and nationality groups in the United States. 


Program summary 


{In thousands] 


Fiscal year 1959__-~-- Souci iabeac leh sees ee eras eae cn cap hd la hah cad 
Saar COI oS ete ig eee eet asa ieee 5, 200 
NOIRE TRERUONNS AMINE UNDE aso ed te getg macnn ime eee See 3, 500 


DeTaIL OF PROGRAM 
Comparison of caseload to obligations and expenditures 


[In thousands} 


Calendar Calendar Calenda 

year 1959 year 1960 year 1961 
Reduction in caseload ae Se otal ee 38.9 27.5 9 3 
Cases on hand, end of year 25.2 6.8 | §.2 
Expenditures $9, 243 $5, 850 $3, 532 

Program obligations 

reereum remiss) pip as es de a es es ee id ena * $9, 992 
Br I Rn eee ee ene an eee e 5, 200 
a ee See eae omen eeere sinner 3, 500 


1 Includes $1,962,000 from prior year funds and $8,030 from 1959 funds, 


Economic assistance 


{In thousands] 





| - 
Fiscal year Obligations | Expenattures Unliquidated 
a | 

ciencaibeniboeia  epceaeeaaainnekaote Py 
Actual, fiscal year 1959..-- 8, 030 6, 387 - - 
Cumulative, June 30, 1959 40, 478 | 34, 160 | 6, 318 
Estimate, fiscal year 1960 | 5, 200 | 7,031 | 
Cumulative, June 30, 1960__-..... 45, 678 | 41, 191 4, 487 
Estimate, fiscal year 1961 _ _- . 3, 500 | Sy Perens 
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U.S. EscaPEE PROGRAM 


U.S. INTEREST 


The U.S. escapee program promotes and supports U.S. political, psychological 
warfare and intelligence objectives and programs through activities which give 
a concrete demonstration of the friendship of the United States toward captive 
populations in the Sino-Soviet orbit. The program serves as a practical applica- 
tion of U.S. leadership in the refugee field and of the free world’s humanitarian 
principles. It helps promote a firm policy of asylum by countries which initially 
receive escapees. Assistance to recent escapees continues to counter Communist 
propaganda claims that the interest of the West in captive populations has 
waned, that the West has no concern for the welfare of refugees, and that 
escapees will be forcibly repatriated. The program directly supports U.S. 
psychological and intelligence programs. 

The program in the Far East centered in Hong Kong and operating as the Far 
East refugee program (FERP) serves the same national objectives as does 
USEP elsewhere. Moreover, through its assistance to selected Chinese refugees, 
FERP repudiates Communist propaganda allegations that U.S. policy discrim- 
inates against non-European peoples. It strengthens the anti-Communist resolve 
of the leaders of the refugees, and has also played a considerable role in stim- 
uating the local authorities toward providing mass relief and rehabilitation 
measures. 


ACCOMPLISHMENTS 


Considerable progress has been made in reducing the number of recent escapees 
in need of assistance since the U.S. escapee program was established in 1952, 
despite the fact that very large numbers have escaped during that period. A 
cumulative total of 114,781 escapees had been resettled as of December 31, 1959, 
from Europe and the Near East, primarily in the United States, Canada, Aus- 
tralia, and Latin America, and 24,716 have been locally integrated in Europe. In 
the Far East the program has resettled 21,963 refugees chiefly in Taiwan, 
countries of southeast Asia, and the United States; has provided local integra- 
tion and related major assistance to an additional 30,305; and has assisted to a 
lesser degree 270,000 others. 


PROPOSED 1961 PROGRAM 


For calendar year 1961, $3.5 million is requested. This requirement takes into 
account the use of Public Law 480 surplus commodity assistance to refugees 
wherever possible and the utilization of the resources of the Intergovernmental 
Committee for European Migration (ICEM), the U.N. High Commissioner for 
Refugees (UNHCR), countries of asylum, and the voluntary relief agencies to 
the extent that such resources are available. 

Despite the progress which has been made, it is expected that there will remain 
at the beginning of 1961 approximately 6,802 escapees from Communist countries 
in need of help in Europe and the Near East who are of priority interest to 
the United States. Therefore, along with multilateral programs of assistance 
to refugees in which the United States participates, there will continue to be 
i need for direct U.S. assistance to recent escapees through the unilateral U.S. 
scapee program. Assuming that the present rate of escape will be maintained 
itis estimated that during calendar year 1961, USEP will probably register about 
1.700 new escapees (over half from Yugoslavia) and that reductions of over 9,300 
will be achieved, leaving a caseload of about 5,200 at the end of 1961. The 
scapees with whom USEP will be working in 1961 will be almost entirely those 
who have escaped within the last 3 years. The older group of escapees, including 
the remnant of the Hungarians who fled during the 1956 revolt, will have been 
reestablished and for the first time, USEP will be free to concentrate virtually its 
‘itire efforts on the smaller group of recent escapees in whom the United States 
las & primary interest. This will require some shift in the emphasis of the pro- 
fram away from the mass approach required when the caseload contained tens of 
thousands of escapees. Now, it will be possible to concentrate more individual 
ittention on each escapee’s case to the end that he can be more rapidly and suc- 
‘essfully reestablished. 

In the Far East it is planned to conduct the calendar year 1961 program on 
4 selective basis at a level of $1 million. First priority will continue to be 
directed toward the rehabilitation of professional, intellectual, and other leader- 
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ship elements, with emphasis on stimulating external resettlement in Taiwan, 
southeast Asian countries, and other countries including Latin America. The 
prospects of any large-scale resettlement from Hong Kong are discouraging, 
Therefore, a determined effort is planned to continue and accelerate measures 
to integrate within Hong Kong those refugees selected for assistance by FERP 
who are unable to emigrate. In the light of the acute shortage of medica] 
facilities in Hong Kong, the provision of medical attention has a special value as 
a visible symbol of U.S. interest and will be emphasized. Special attention wil] 
be given to facilities for youth among the refugees to provide them with opportu- 
nities for education and orientation which will lead to useful, productive lives in 
the free world. 
U.S. EscapEE PROGRAM 


Caseload projections (Europe and Near East) 
proj I 


| | | 


' Onhand | Additions | Reduc- | On hand 
Jan. 1 to caseload | tions in Dee, 31 
caseload 
Calendar year 1959 (actual ; ; 44, 197 19, 887 38, 890 25, 19 
Calendar year 1960 (projected seme ; 25, 194 9 150 97. 542 6.8? 
Calendar year 1961 (projected ; ieacmamua’ 6, 802 | 7, 715 9, 323 5, 194 


Program requirements 


{In thousands of dollars} 





| 
Calendar Calendar Calendar 
year 1959 year 1960 year 1961 
| 
_ ee aa ae ——————_—_—_—_—|—— ——f aacdepeeaca aati lties 
I. Europe and Near East: | 
rr i OD... en apeeeneenmesaesousn “ 1,675 |} ‘OL | x 
Resettlement support --_-----~- Subse cuales accion 3, 288 | 1, 880 l 
RRND ran an a rt 1, 056 880 2 
ch alicia Eidndche 2, 101 1, 339 | 732 
NL: concdibpeenkinneanawen : sigs a intanbialebeduiahioes | 8, 120 | 4, 600 | 2,33 
eS 2 Ea eas Cae ee eee | 975 | 1, 000 1, 00 
LS og hc dp base arg Dice ts tboaiiesba ta ren eeeboaeaael 148 | 250 | ry 
NE is nace tian hes epennraaain aes ce 9, 243 5, 850 3, 53 





OBLIGATIONS TO DATE 


Mr. Passman. How much money have you obligated to date, an¢| 


what is the anticipated unobligated balance as of June 30, 1960, for this 
item ? 

Mr. McCotium. The total obligated to date since the program 
started is $45,678,000. The unobligated fiscal year 1960 amount 1s 
$2,000, estimated as of June 30. 

I expect, however, that even that $2,000 might be obligated withit 
the next few months. af 

Mr. Passman. You think you will find some way to get that 1!| 
behind obligation, too? 

Mr. McCotium. That is right. P 

Mr. Passman. We do not give you any encouragement. You Wl! 
have to dothat by yourself. 


AMOUNT OF AID FROM PUBLIC LAW 480 


How much aid has been by Public Law 480 under this item? 
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Mr. McCorium. I cannot answer that by program, sir. The list 
that I gave you of Public Law 480——— 

Mr. Passman. Will cover all the programs / 

Mr. McCotium. Both the programs we are talking about and others, 
which we do not administer, such as aid to volunt: ry agencies for 
refugees in southeast Asia. 

Mr. Passman. You could not have separated your particular part of 
the program ¢ 

Mr. McCotiwum. I will see if we have it. Maybe we do. 

Mr. Passman. What you gave us earlier on Public Law 480 had to 
do with all aid to refugees? 

Mr. McCotium. Yes, sir. 

Mr. PassMan. In and out of your programs. 

Mr. McCortuum. That is why I asked, sir. I submitted a second 
chart which I did not read which are those within our jurisdiction as 
well as the chart of those to all refugee programs so you do have them 
both, the bottom part, sir. 

Mr. Passman. You would not be invading the other man’s territory ; 
would you?) Why are you providing this committee with information 
that deals with programs not related to the committee? 

Mr. McCotium. Because in following the overall refugee programs 
as a refuge office we are also interested and try to keep track of what 
total Public Law 480 assistance is given to refugees as well as the total 
cash. 

Mr. Passman. You think it is a good practice to give food to refu- 
gees, of course # 

Mr. McCotium. Yes, sir. 

Mr. Passman. We produce some mighty good food here in Amer- 
ica. You agree tothat; do you not? 

Mr. McCotitum. Yes, sir. 

Mr. Passman. We certainly hope some of it gets into the Middle 
East refugee section. 

Mr. Narcner. Mr. Chairman, would you yield to me at that point ? 

Mr. Passman. Yes, sir. 


REQUESTS FOR ADMINISTRATIVE FUNDS 


Mr. Narcuer. We have just about concluded the hearings on agri- 
culture appropriations for fiscal year 1961. The ICA, Mr. Chair- 
man, is making a request that a million dollars be transferred out of 
CCC funds over to ICA for the administration of the surplus food 
commodity program. As you know, under the justifies ations, we have 
a request for $40 million for general administrative expenses for ICA 
and in addition, $8,300,000 for general administrative expense for 
the State Department. 

Along this same line, a request is being made by ICA for a trans- 
fer of $1 million out of CCC funds over to the ICA. 

Now, Mr. Chairman, as you know, the American farmer is experi- 
encing considerable difficulty in keeping his head above water. Any 
transfer of CCC funds is an amount that is chargeable to the farm 
program. 

[ just want to call that to your attention. I did not know whether 
or not this matter had been brought to your attention. 

53909-—60——43 
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Mr. Passman. I might say to the gentleman that, first, I am grate- 
ful that he brought that matter up, and the committee is pleased 
that he is looking over the administrative expense of these agencies, 
Some of them are playing every position on the team. You have 
more administrative expense in this program, and in more different 
categories and more different sections and under more different names, 
than any program, I believe, in Government, and they are growing 
by leaps and bounds. This year it is almost unbelievable that IC \ 
is asking for $40 million. You move over into State. They want a 
little sum of about $8 million. You move over into the Inspector 
General's Office and he wants over $1 million, an increase of almost 
500,000, and that isn’t even considered administrative expense, 
though it is. It is the same liquid, but with a different label. Now, 
they want to dip over into the CCC for more money for administra- 
tive expense. 

When we leave those we just discussed, we move over into the DLF, 
that disguised grant. They want administrative expense to come out 
of what they collect. You get over into the military, under the same 
Mutual Security Program, and they want administrative expense, 

When it is all put together, it would be enough to carry on a pro- 
gram. itself, without additional funds. We shall have a field day 
when we start trying to put this administrative expense together. 

We think you are taking advantage of the situation of continuing 
to increase the administrative expense, then dipping into other appro- 
priated funds for an extra million here and there. 


TOTAL NUMBER OF ESCAPEES 


What is the total number of escapees who have been assisted to date! 

Mr. McCoticum. 400,000-plus; 461,000, sir, have received some 
assistance. 

Mr. Passman. Some assistance ? 

Mr. McCotium. Yes, sir. 

Mr. Passman. What do you mean? How many received some 
assistance, and how many rece ‘ived some other type? 

When you say “some” that may be very limited assistance. Could 
you break them apart ? 

Mr. McCotium. Every case is different, sir. It would be a question 
of very limited assistance in some cases where it is found they do not 
need any at all and in other cases transport costs 


NUMBER OF CASES OUTSTANDING 


Mr. PassmMan. What was the actual number of cases on hand as of 


December 31, 1959? 

Mr. Murpny. 25,194. 

Mr. Passman. On page 34 of the escapee program, projecting this 
into the present calendar year, 1960, you state there will be 6,800 cases 
on hand. Is that an estimate? 

Mr. McCotium. Yes, sir. 

Mr. Passman. What would your educated guess be as to the ac 
curacy of this estimate / 

Mr. McCoticM. Sir, I think it may be a little low. Because of ac 


celerated activity during this year, through the World Refugee Year, 
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we hope to get a larger percentage decrease in our caseload than might 
normally be the case, plus the fact that as a result of our 3- year rule 
the Hungarians, who make up a large part of that caseload, will be 
eut off at the end of this year. Their 3 years will be completed. 
There will be some left, L am sure. 

Mr. PassMAN. Since the caseload has dropped so drastically, ac- 
cording to your projects, can we not eliminate this progr am and have 
these 5,000 or 6,000 escapees handled through the U.N. refugee pro- 
eram, to which we are already contributing over $1 million a year? 

Mr. McCotium. No, sir. We feel again that these particular peo- 
ple are escapees from Communist countries. That is the only group 
we deal with. They have both intelligence and psychological value 
tous which we could not get under a U N. type of operation, for vari- 
ous reasons. 

Word RervuGer YEAR 


Mr. Passman. The World Refugee Year was gone into earlier. 

There is no budget estimate for this program for the fiscal year 
1961. 

Mr. McCotitum. No, sir. 

Mr. Passman. But to date we have committed $3% million. 

Mr. McCottum. Yes,sir. 

Mr. Passman. There is a question whether there will be any left 
out of the $4 million or not. We discussed that earher. 

Mr. McCottum. Yes, sir. 

Mr. Passman. You may have 

Mr. McCotitum. Some additional money. 

Mr. Passman. You may have some unobligated funds out of the 
$4 million / 

Mr. McCortium. The $4 million has never been set up. It is in 
the contingency fund of the mutual security funds. 

Mr. Passman. But they had to earm: ark that ? 

Mr. McCotium. No,sir. 

Mr. Passman. What if they had run out of money before they got 
around to you ? 

Mr. McCotium. IT do not know, sir. It has not happened because 
apparently they knew of it. 

Mr. Passman. I do not think it ever will happen. Thank you 
for that. 

JUSTIFICATION MATERIAL 


We shall insert justification pages 35 through 37 at this point in 
the record. 
(The pages referred to follow :) 


Wori_p REFUGEE YEAR 


The United States cosponsored in December 1958 the U.N. General Assembly 
resolution introduced by the United Kingdom for declaring the period July 1, 
1949, to June 30, 1960, as World Refugee Year. The purpose of the resolution 
Was to focus attention on the involved refugee problems and to secure an in- 
tensified program on the part of the governments and peoples of the free world 
to achieve the utmost in resettling or integrating the remaining refugees pri- 
marily in Europe, but with attention also directed to refugees in the Far East. 





Sees 
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On May 13, 1959, the President issued a World Refugee Year proclamation call- 
ing upon Americans to participate generously in World Refugee Year activities, 
On May 21-22 a White House meeting on refugees was held in which the Vice 
President participated. Some 200 civic leaders and voluntary agency represent- 
atives met to discuss refugee problems and assist in developing both public and 
private programs in their behalf. At this meeting the administration announced 
a special refugee year program in the amount of $4 million over and above the 
regular U.S. refugee programs for which the United States spends annually ap- 
proximately $40 million. 

Three and one-half million dollars of the $4 million World Refugee Year 
funds have been made available. One and three-tenths million dollars have been 
allotted for aid to European refugees ; $600,000 have been contributed to the U.N, 
High Commissioner for Refugees to aid in his camp closure program which is 
designed to achieve permanent solutions for all of the 22,000 refugees under his 
mandate who are still living in camps, some of them since World War II; 
$711,000 have been allocated for aiding the more than 100,000 old refugees living 
out of camps who have not been eligible for U.S. escapee program help and who 
have been bypassed by all resettlement schemes for one reason or another. 

Eight hundred thousand dollars have been contributed to the Hong Kong Goy- 
ernment or made available for contracts with voluntary agencies to aid selected 
groups within the 1,050,000 Chinese refugees in Hong Kong and Macau. These 
funds will provide a refugee rehabilitation center, a secondary school specially 
designed to train refugee youth for quick adaptation into the Hong Kong econ- 
omy, and for expanding hospitals, clinics, and nursery facilities. The funds also 
provide for expansion of noodle-making projects, milk bars, and other activities 
designed to achieve greater use of U.S. surplus foods under distribution to 
refugees. 

Fight hundred thousand dollars have been made available to assist in funding 
the oversea resettlement of the 7,500 refugees of European origin (mostly White 
Russians) who are allowed to filter out from Red China into Hong Kong for 
ultimate resettlement in South America and Australia. 


Program summary 


{In thousands] 
I a a Sa as in Sani ew eng nese $1, 130 
I aa Se 0 CN ie aera ben ic cialis winder eoniinmen iain erecta 1, 870 
NCE UBIO: UND i ee meee wenees 


DETAIL OF PROGRAM 
Source of World Refugee Year program funding 


[In thousands] 











| 
| U.S. program commit- 
ment | 
Activity Aa eS | Source of funds (fiscal year) 
1959 1960 | 
| 
IRIE INO i seen eine $500,000 |......-.----| 1958 special assistance. 
$100,000 | 1960 contingency funds. 
I cae Soanninbanonteaens PhS. 711, 000 Do. 
Chinese refugees in Hong Kong----.------.--------- | —  f  | ae | 1959 contingency funds. 
600,000 | 1960 contingency funds, 
European refugees in Hong Kong_-----------.---.--- 730,000 |_......-_-.-] 1959 ICEM funds. 
70,000 | 1960 contingency funds. 
Algerian refugees in Tunisia edakinataanee ~ 150, 000 . | 1959 contingency funds. 
| 228, 375 | 1960 contingency funds. 
I a bana reih mannan 50, 000 4 _| 1959 contingency funds. 
110,000 | 1960 contingency funds. 
| a ee re I wae 50, 000 Do. 


111,630,000 | 1,869,375 | 
| 


Total 





1 Includes $500,000 from 1958 special assistance funds, 
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Economic assistance 


[In thousands] 





aii ate seis = a 

Fiscal year | Obligations | Expenditures | Unliquidated 
NOE: -SEUURN ONE NONI ae a ets aida aaicmatin ques hw NE ns i. a 
Cumulative, June 30, 1959__..__...___. ee og ot an 1, 630 1. 630 
Estimate, fiscal year 1960__....._- nical ete ee ele | 1, 870 2,430 |.. pene 
Cumulative June 30, 1960__- eae Ss , 3, 50 : 2 430 1, 070 


Estimate, fiscal year 1961 


The sum of $378,375 has been contributed to the UNHCR for aiding the more 
than 200,000 Algerian refugees in Tunisia and Moroceo. In addition, the United 
States is supplying surplus foods in an amount of approximately $6 million 
annually. 

The sum of $200,000 has been divided equally between the UNHCR and vol- 
untary agencies for aid to refugees of Greek origin from the U.S.S.R., Bulgaria, 
and Rumania, who have been admitted into Greece, and $60,000 of this amount 
was allocated from the out-of-camp program funds. 

The sum of $50,000 will be used for placement grants to assist out-of-camp 
refugees moved to Canada, Australia, and South America to make a faster and 
more Satisfactory beginning of a new life in those countries. 

The source of the $3.5 million World Refugee Year program funding is out- 
lined in the detail of programm. 

The response to the U.N. resolution and the subsequent U.N. appeals for 
worldwide participation in World Refugee Year programs has met with con- 
siderably favorable response. Sixty-seven countries have announced special 
World Refugee Year programs. Included in these countries are those which 
for the first time are demonstrating interest in refugees or financial support 
to refugee programs. 

Such programs include contributions to the UNHCR for its special World 
Refugee Year programs, increased refugee support by countries of asylum for 
refugees within their own borders, and resettlement opportunities in the form 
of visas and continuing care for the aged, handicapped, and mentally or physi- 
cally ill refugees who heretofore could not migrate. 

The activities of the U.S. Committee for Refugees are expected to reach peak 
proportions in March and April, at which time a number of radio, TV, and 
motion picture programs are expected to receive nationwide coverage. The 
U.S. Committee has been devoting its attentions to the development of State 
and municipal refugee committees to further refugee assistance and to in- 
crease a knowledge and appreciation of the various refugee problems and pro- 
grams. Twelve of the larger American voluntary agencies working in the 
refugee field have announced that in addition to their normal refugee pro- 
grams which approximate an expenditure of $50 million annually, they will 
raise an additional $15 million for use during World Refugee Year. 

The following table shows the participation of the various countries in the 
World Refugee Year. 
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ToTAL GOVERNMENT PLEDGES FOR WORLD REFUGEE YEAR AS OF FEs. 1, 1960 


(This is a combination of pledges of governments to 2 U.N. agencies (UNHCR 
and UNRWA) and government contributions to national Committees who 


in 
turn will distribute the total funds collected. ) 

Country U.S. doBars | Country U.S. dollars 
Australia meee 112, 000 | Luxembourg : 1, 000 
Austria ; Bs eece 76, 923 | Mexico 20, 000 
srazil ite Dd, OOO | Monaco ; 2, 041 
British Honduras 7 ssciph tedsint TOO Moroceo SO, O00 
Burma ; 3d. 2,100) Netherlands $30, 262 
Cambodia ee 572 | New Zealand 28, 0100 
Canada . . sls 810, 000 | Nicaragua D, O00 
Ceylon is 1, 000 | Norway : 220, 945 
Chile 8,520) Pakistan : 2, 100 
China Be IS, S5S | Sierra Leone 700 
Cuba ee - ne 10, 000 | Sweden £8, 000) 
Denmark ae 393, 952 | Switzerland 23, 266 
Federation of Malaya es 2,500) Thailand 6, 20) 
Federal Republic, Germany 125, 000 | Tunisia 2, 000 
Gambia Baad cette i hehe 2,940] United Kingdom DOO, 000 
Ghana cians }, OOO} United States $, OOM), O10) 
Greece eas 5,000] Union of South Africa 23, O00) 
Holy See 4,000) Vietnam 3, O00 
Ireland 18.000] Yugoslavia —__- 5 167, 000 
Israel ; pees 5, 000 -- ——— 
Italy pre GE ne 838, 000 NE eh ___ 78, 619, 429 
Liberia r ae at 3, 000 

1Ineludes pledges in kind which amount to $341.850. but does not include approxi- 


mately $11,482,000 of private contributions raised as of Feb. 1, 1960. 


U.S. PLEDGE 


Mr. Passman. The total program amounts to more than 38,600,000, 
of which the United States has pledged $4 million, or almost 50 
percent; is that correct / 

Mr. McCotium. No, sir. T have new figures I would like to submit 
to the committee on that, if I may. 

Mr. Passman. These were the figures given to us earlier. Do you 
want to supplement them ? 

Mr. McCotium. Yes, sir: or bring them up to date. 

Mr. Passman. I did not want to indicate that I am pulling these 
figures out of theair. Lam taking them from the record. 

Mr. McCoititum. These are up to date, sir. 

Mr. Passman. What are the new figures / 

Mr. McConiem. $10,456,000 has been raised as of March, with total 
goals of all the governments concerned of $43 million. Within that 
$43 million, sir, not only is the U.S. Government's $4 million, but a 
goal of $15 million by U.S. private agencies. 

Mr. Passman. In addition to this ¢ 

Mr. McCotium. No,sir:that is part of it. 

Of the $10,456,000, however, the only U.S. part is $4 million, which 
we have pledged as of now, or $314 million obligated. 


AMOUNT OF PUBLIC LAW 480 AID 


Mr. Passman. In addition, how much in Public Law 480 aid has also 
been available ? 
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Mr. McCotitum. We estimate in calendar year 1960, total Public 
Law 480 assistance, $15,800,000, relative value. 

Mr. Passman. Is that strictly within the World Refugee Year / 

Mr. McCottum. Sir, this is a calendar year, and as you know, the 
World Refugee Year is fiscal. I would have to in effect— 

Mr. Passman. Do you think this figure would be approximately 
a curate ¢ 

Mr. McCoititum. Yes, I think, if vou could apply that as a general 
situ ition to the World Refugee Year, recognizing there is a ditference 
in terminology. 

Mr. Passman. I am glad to see, Mr. McCollum, that you place em- 
phasis on food. I think food and fiber are important parts of any 
program like this. 


AVAILABILITY OF FISCAL YEAR 1958 FUNDS 


As this program was initiated in May of 1959, or fiseal year 1959, 
how did you make available the S500,000 out Mi fiscal 1958 special 
assistance funds ? 

Mr. McCotitum. T will have to ask Mr. Murphy on that. We made 
the program approval request. 

Mr. Murreuy. Actually, the first pledge was made, Mr. Chairman, 
before the end of fiscal year 1958. 

Mr. Passman. The program started in May 1959. 

Mr. Murruy. May 1958, I believe, wasn’t it / 

Mr. PassMan. May 1959. 

Mr. McCottum. May 1959. 

That is when the President made his proclamation on the $4 million 
pledge that the chairman has been referring to. 


USE OF 1958 FUNDS FOR PROGRAM ESTABLISHED IN 1959 


Mr. Passman. What we cannot figure out is how you made avail- 
able $500,000 out of fiseal 1958 funds toa program that did not start 
until 1959. Isn’t that cab case of taking the money available and 
doing just about what you please with it / 

Mr. Murruy. I will have to check this, Mr. Chairman. There may 
be an error here. 

Mr. Passman. Let us take the time and check it now. We are run- 
ning into this all along the way. You get the appropriation and 
you do just about what vou want to with it. When you take 1958 
funds and appropriate them against a project that was started a year 
later, it just does not add up. I do not think the committee appre- 
clates it. 

This is about the seventh case we have run into since we started the 
hearings. 

Mr. McCotium. Sir, while we are waiting, would you like me to 
submit the participation of other governments / 

Mr. Passman. No. This is too important. We want to find out 
how they can take a program that started in 1959 and apply 1958 
funds to it. This is too important to get ed up with anything 
else right now. 
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Mr. Murpuy. We are calling the office to check that, Mr. Chairman. 
Mr. Passman. Just take your time. How about calling them now? 
Mr. Mvurrny. I have a man calling to check that. 

Mr. Chairman, I found out through the telephone inquiry that they 
were in fact fiscal year 1958 speci al assistance funds whic . had been 
obligated and had become available for deobligation in fiscal year 
1959, and they were used, therefore, legitimately in fiscal year 1959 
to finance the initial portion of this. 

Mr. Passman. You deobligated a project and took the deobligated 
funds and obligated this. 

Mr. Murpny. That is correct. 

Mr. Passman. It is correct in stating that it was a 1958 appro- 
priation 

Mr. Murpny. Yes, sir. 

Mr. Passman (continuing). Made available through deobligation 
of some other project for a 1959 authorized project / 

Mr. Murpny. That is correct. 

Mr. Passman. The record speaks for itself. 

Mr. Murruy. The footnote should have indicated it was a deobliga- 
tion. Icansee the reason for confusion. 

Mr. Passman. Is that quite normal / 

Mr. Murpny. Well, Mr. Chairman, throughout the year in the 
various programs we do, as a result of estimates turning out to be 
somewhat high in some instances, find out that the full cost of a project 
is less than originally anticipated and a saving accrues. That becomes 
a deobligat ion. 


BASIS FOR USING 1958 FUNDS RATHER THAN 1959 FUNDS 


Mr. Passmayn. Is this so important you could not wait until 1959 
funds become available ? 

Mr. Murpnuy. Yes,sir. I understand the timing of this—— 

Mr. Passman. It was about 60 days. Was it a question of your 
being afraid you would lose the funds? 

Mr. Mureny. Mr. McCollum is better equipped to talk about this 
thanIam. As I understood it, it was necessary at that time to get this 
program started. 

Mr. Passman. It was a case of life or death. You could not wait. 
You authorized the program in 1959. You could not wait for 1959 
funds. You had to dip back into 1958 funds ? 

Mr. Murruy. We had 1959 funds at the time, Mr. Chairman. This 
was in May, is that right, Mr. McCollum ? 

Mr. Passman. Why did you not use 1959 funds? 

Mr. Murreuy. Because we had 1958 money that had become deobli- 
gated and it was legitimate to use it for this purpose. 


USE OF 1959 FUNDS PROGRAMED FOR PURPOSE 


Mr. Passman. What did you do with the 1959 funds for the 
program ‘/ 

Mr. Murpuy. The 1959 funds were programed for other purposes. 

Mr. Passman. What do you mean “programed for other purposes?” 

Mr. Murrny. For other special assistance programs, the various 
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country programs, malaria eradication programs, things of that 
nature. 

Mr. Passman. Nevertheless, you still spent, during 1959, $1,969,375 ; 
did you not? 

Mr. Murrny. Spent in fiscal year 1959? 

Mr. PassMan. $1,630,000 in 1959 4 

Mr. Murpuy. Yes, sir. 

Mr. Passman. You had to go back and pick up the half million 
and get it in the program, too ? 

Mr. Mcurreny. That was part of it. Half a million was obligated 
in fiscal year—— 

Mr. Passman. For what amount did you ask the committee for this 
program for fiscal year 1959 ¢ 

Mr. Murreuy. Nothing had been asked for, Mr, Chairman. This 
program was conceived in December of 1958, when the fiscal year 
1959 was half over 

Mr. PassMAN. Approved i in May 1959? 

Mr. Murpny. Yes. 


AMOUNT UTILIZED FROM CONTIGENCY FUND IN 1959 


Mr. Passman. Where did you get the other $1,130,000 ? 

Mr. Murrny. From the 1959 contingency fund, Mr. Chairman. 

Mr. Passman. Why could you not have taken the entire amount out 
of the contingency fund and let this $500,000 lapse ? 

Mr. Murrny. It is just a question of utilization of the total re- 
sources that are available, Mr. Chairman. The contingency fund al- 
ways has more demands against it than it has resources to finance. 

Mr. Passman. What is that? 

Mr. Murrny. I say the contingency fund always has more demands 
against it than there are resources to finance the demands. 


USE OF CONTINGENCY FUND TO NULLIFY ACTION OF CONGRESS 


Mr. Passman. Simply because you use it to nullify the cuts made 
by the Congress. 

Mr. Murruy. Well, it is our understanding that the Congress con- 
siders that the contingency fund may be used in part to make up in 
individual country programs where congressional reductions would 
have made us unable to meet our requirements. 

Mr. Passman. You do not wait until the end of the year to deter- 
mine whether or not what the Congress recommended was adequate ? 
You allocate at the beginning in some instances / 

Mr. Murruy. In some instances—— 

Mr. Passman. Which is in effect nullifying the act of this committee 
and approval of the Congress. 

Mr. Mureny. Mr. Chairman, in all fairness on this, I think 
should be brought out that some congressional committees, at least, in 
passing on the authorization of the appropriation bill clearly indicate 
that the contingency fund is another resource which may be used 
to——— 

Mr. Passman. To nullify the recommendations of the committee? 

Mr. Murruy. They do not put it in those words. 
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Mr. Passman. But the end result isthe same thing. You say other 
committees; do you care to state what other committees ¢ 

Mr. Mvureny. I would have to research the record. My recollection 
of the debates, for example, on the floor of the Congress about the 
authorization and the appropriation bill, is that frequently the argu- 
ment has been made, “We may have cut this one a little bit. The con- 
tingency fund is there. If it is needed desperately, it can be used.” 

Mr. Passman. It is undersstood the contingency fund is to take care 
of emergencies. 

Mr. Murpuy. That is correct. 

Mr. Passman. If it is needed desperately. 

Mr. Murrny. That is correct. 

Mr. Passman. When you go right in the month you get your funds, 
you look and you see w here this committee and the Congress made cer- 
tain reductions i in other funds; you take the contingency fund to meet 
emergencies, and you turn around and allocate that at the same 
time you allocate the regular appropr iated funds. 

Mr. Murruy. At times, Mr. Chairman, but I would like to point out 
the books show that, as of February, when they were printed, that 
there was some $38 million in the contingency fund that had not been 
allocated. 

Portions of it were allocated early in the year. 

Mr. Passman. We might as well be fishing as running these hearings 
for weeks and weeks and weeks, trying to do a creditable job for the 
Department, for the Congress, and the country, to have you come 
along and nullify the recommendations of this committee and the act 
of the Congress by using the contingency fund, which is appropriated 
for emergencies, to offset our cuts. 

You did insert in the record the Public Law 480 funds used for 
this program / 

Mr. McCoiuium. Yes, sir. 

Mr. Passman. Mr. Conte? 


REFUGEE RELIEF FROM CONTINGENCY FUND 


Mr. Conte. Mr. McCollum, in regard to the $10 million for refugee 
relief that we appropriated last year, that comes out of the contin- 
gency fund; is that right ? 

Mr. oLLUM. Yes, sir. 

Mr. Conve. If they do not spend the $10 million, it remains in 
contingency fund to be used for other purposes ? 

Mr. McCoruwm. Yes, sir. 

Mr. Contre. How many refugees do we have ? 

Mr. McCotitum. Approximately 1,050,000 in Hong Kong. 


U.S. CONTRIBUTION TO REFUGEE PROGRAM 


Mr. Contre. What is your contribution for the entire refugee 
program ? 

Mr. McCotium. Our contribution for Hong Kong this year, in- 
cluding the World Refugee Year, will be $1.8 million, plus approxi- 
mately $4 million in Public Law 480 surplus foods. 


Mr. Contr. And is this refugee year program going to concentrate | 


on the Hong Kong situation ? 


wit 
the 
the 


vis 
set 
in 
Wl 


pr 


‘sy 


er 


on 
he 


n- 
1.” 


ire 


ds, 
oT- 
et 
ne 


ut 
at 
en 


ree 


~ 


in- 


in 


681 


Mr. McCoitium. Not specifically on that. That is included along 
with the other refugee programs. Some countries including our own, 
the United Kingdom and others, have made special contributions to 
the Hong Kong refugee problem, as well as other refugee problems. 


HONG KONG REFUGEE PROGRAM IMPRESSIVE 


Mr. Conte. I might say that I went to Hong Kong this fall and 
visited the refugee program there and observed the program. I can 
say in all honesty it was one of the most moving things I had ever 
seen in my life. It was well run. It was a good program. I was 
impressed by the housing program to house the people, and also 
with the surplus food program. 

I mentioned to the committee yesterday the Catholic refugee relief 
program there and the fact that I saw Monsignor Romenello operate 
his program of noodles. While we were there they happened to be 
passing out the weekly allotment and I saw 400 or 500 Chinese women 
and children waiting outside the fenced enclosure where the com- 
modities were stored and they were like barbaric people waiting to 
get in line so that they could get their weekly allowance of 5 pounds 
of noodles which was the difference between starvation and existence. 
I wish that more people in the Congress and the United States could 
see the good this program is doing. 

Mr. McCorium. We welcome the opportunity to take the Members 
of Congress to the camps, both in Europe and the Far East. Any 
time anyone is going we will appreciate the opportunity of showing 
them the camps. 

Mr. Contre. I hope to have the opportunity sometime in the future 
of visiting the camps in Europe. If they are doing half as well as 
they are doing in Hong Kong the program is certainly well worth 
while. These people have been uprooted and this is restoring them to 
some type of normal life again. 

How is the United Nations program progressing in regard to the 
Arab refugees / 

Mr. McCortitum. I am not competent in the Arab refugee problem. 
That is not within our office. 

Mr. Contre. How about the Korean Relief Agency ? 

Mr. McCotium. That does not come under us. That has ended, I 
believe. 

Mr. Contre. How about the Vietnam program? Is that ended? 

Mr. McCottum. The formal program has ended. There are ref- 
ugees in that area. 


NUMBER OF REFUGEES UNDER JURISDICTION OF DEPUTY ADMINISTRATOR 
Mr. Conve. Has the question been asked about how many refugees 


come under your jurisdiction at the present time ? 
Mr. McCotium. No, sir. It would be approximately 1.5 million. 


IIUNGARIAN REFUGEE PROGRAM 


Mr. Contr. Does the Hungarian refugee program come under your 
auspices ¢ 


Mr. McCorttum. Yes. 
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Mr. Conrr. How is that progressing ? 

Mr. McCotium. Very well. 

Mr. Conrre. Can you tell us something about that program ? 

Mr. McCotium. Very quickly, first of all, there are no Hungarian 
refugees left in Yugoslavia. All of the 19,000 that origin: lly escaped 
into Yugoslavia have been resettled. There are still some 12,000 to 
14,000 Hungarians in Austria but most of them wish to stay and 
integrate in that country. 

This is one program we feel very sure will be completed by the end 
of this year. There are Hungarian refugees in Western Europe who 
would desire to immigrate overseas. They went there originally after 
the revolution as a temporary asylum. It was recognized both by the 
refugee and the country that it would be a temporary asylum, and 
some would like to move on overseas. But by and large the Hungarian 
refugee program has been very successful and is rapidly approac hing 
a satisfac tory cone lusion. 


NUMBER OF PEOPLE RESETTLED 


Mr. Conve. Since 1945 the United States has reunited certain fam- 
ilies, women and children, to their homelands or to a free country, 
Would you have any idea how many people we have helped resettle? 

Mr. Warren. There have been three successive agencies doing this 
thing. First there was the Intergovernmental Committee for Refugees 
that was set up at the Evian Conference in 1939. That committee 
made the original movement in resettlement out of Europe of about 
50,000. That was from 1939 to 1947. 

Then there was the International Refugee Organization which 
moved 1,040,000 refugees and displaced persons out of Europe be- 
tween 1947 and 1950 or 1951. 

Since then the Intergovernmental Committee for European Migra- 
tion have moved in excess of 975,000. In May they will have moved 
1 million persons out of Europe. 

Mr. McCotium. They are not all refugees. 

Mr. Warren. They are not all refugees, that last 1 million. Out 
of that 1 million, 450,000 are refugees. 

If you will add up the 3 figures, the Intergovernmental Com- 
mittee of 50,000; TRO, 1,040,000; and ICEM, 450,000, you will get the 
total. 

Mr. McCotitum. You would get the total there of all of those moved 
overseas. We would have to give you the figures of those that we 
assisted to integrate in the country of asvlum. Mr. Warren - as just 
giving the moving figures. Then there is the integration of the coun- 
tries of Austria, Greece, and Italy. 

Mr. Contr. Do you have about 100,000 of those in Europe right 
now left to be helped ? 

Mr. McCortitum. Yes. We have an agreed set of figures which 
ICEM and USEP and the UNHCR have agreed upon in Europe 
which I can submit, under the jurisdiction of those organizations. It 


shows a total of 130,000 plus an estimated 40,000 who do not come 


under the mandate of the High Commissioner but are refugees of 
specific categories who are assisted by either USEP or ICE M. One 
mas and thirty thousand are within the mandate of the High 
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Commissioner receiving some form of assistance. Twenty-one thou- 
sand of those are in camps. 

Mr. Conte. I have no further questions. 

Mr. Passman. Thank you, Mr. Conte. 

I believe that it was agreed earlier, Mr. McCollum, this committee 
had been very fair to you in this program 4 

Mr. McCornum. Yes. 

Mr. Passman. We have given you what you have requested / 

Mr. McCotium. Yes. 

Mr. Passman. So there could not be criticism of the committee if 
we give you what you request ¢ 

Mr. McCotium. No, sir. 


TOTAL EXPENDITURES FOR REFUGEE PROGRAM PAST 5 YEARS 


Mr. Anprews. Could you tell me how much we have spent in the 
last 5 years for the refugee program throughout the world¢ J mean 
under all the programs. 

Mr. McCoutum. I would have to get that for the record. Do you 
mean programs that 1 am testifying on and other programs ¢ 

Mr. Anprews. Yes. 

(The requested information follows :) 


U.S. expenditures on refugee programs, fiscal years 1956-60 


Millions 
Intergovernmental Committee for European Migration___-_.-------- $21. 616 
United Nations High Commissioner for Refugees______-_------------ 6. 733 
te: ORCRNING  TORTON 2a oo ole oe aan Se oop chai 31. 626 
Administration of Public Law 35-316_..............._... linc esa eatabioad aa . 929 
Public Law 480: 
ere a gn oe akeresai en iene n taka Sones Gbaee 
SRN Nee aia ep aduwhes tn aba sik wiaenadabin viciediscicdias adit oak + Se 
RS I ne icin mae me eee . 100 
North Vietnam refugees__ on SE ES ET Reg ea at Siceissrnengteieseacs, eee 
Administration of Re fugee Re lief Act Sd aaa aac ae Seeecccs 21. 060 
Hungarians____-__ TRS SE at ESS OE ee eS heh hr ee 33. 000 
SINT TNE ON ee a le ie ee ee 1 274 
UE SENN IN re is og os pe dc 8. 500 
United Nations Relief and ‘Works Agency for Palestine Refugees______ 116. 322 
Tn chao an da aera 380. 820 


1The Algerian refugee program has also received $379,375 in cash contributions within 
the World Refugee Year contributions listed here. 


MIGRATION OF REFUGEES 


Mr. Anprews. Have all of these refugees been moved outside the 
United States? 

Mr. McCotium. No, sir; there have been many refugees that have 
come to the United States. 

Mr. Anprews. But they have come from outside the United States ? 

Mr. McCotium. Yes; mostly from Western Europe. 


AMERICAN HUMAN RESETTLEMENT COMMISSION 


Mr. Anprews. I have had a bill pending before the Judiciary Com- 
mittee for about 6 years to create an American Human Resettlement 
Commission patterned somewhat after some of your programs. The 
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purpose of my bill was to provide that if any Negro was living in 
any State that practiced traditions, or had laws that made him un- 
happy, then he would be permitted to borrow from the Commission 
enough money to move to some other State, and it would be the duty 
of the Commission to he ‘Ip him get readjusted. 

If for instance he were living in a State that had segregated schools 
and he was unhappy because of the fact that under the law of the 
State he could send his children only to the segregated school, and if 
he satisfied the Commission he was unh: appy,. then he would be eligible 
for a loan to move to some State where he could send his children to 
integr: ated se ‘hools, and it would be the duty of the Commission to 
assist him in finding that utopia he had dre: umed of. 

Now all that an applicant for one of those loans would nave to do 
would be to prove to the Commission that he was unhappy with local 
laws, customs, and traditions that prevailed in the State where he then 
—- 

far, I have not been able to get the Judiciary Committee even 
to pt me a hearing on that bill. Iam not asking you to comment on 
it. But is it correct to say that the reason most of these refugees have 
moved from one place to another is the fact that they are unhappy 
with local laws, customs, and traditions that prevail in the countries 
from whence they moved ¢ 

Mr. McCoutium. Yes. — of the people we deal with have fled. 
or escaped from persecution, or because of the fear of persecution. 

Mr. rae he Many aie think the Negroes of the South are 
persecuted. So far as I know, none have fled from fear of persecu- 
tion, but my ‘asians was, generally speaking, Is the reason these 
re fugees move from one country to another due to the fact that they 
are unh: appy with local laws, customs, and traditions that prevail in 
the countries from whence they move / 

Mr. McCotium. Yes. They are opposed to the regime, the system, 
the laws under which they live. 

Mr. Anprews. That is exactly what IT had in mind when IT had the 
Legislative Reference Service draft the bill that I have had pending 
before the Judiciary Committee for 6 years, and on which so far | 
have been unable to get a hearing. 

Mr. Passman. That is a commendable bill. Sort of an American 
refugee program / 

Mr. Anprews. That is exactly it, It is patterned after the pro- 
gram we have discussed here on which over the past 5 years we have 
spent the amount that will be furnished for the record to assist for- 
eigners in accomplishing the same thing that I am trying to permit 
Americans to do. 

Would the Inspector General like to comment 4 

Mr. Murpuy. Please, Mr. Andrews, excuse me. 

Mr. Anprews. He is an expert in moving people who are unhappy 
from one place to another where they might find h: appiness. 

Mr. Passman. Gentlemen, this concludes for the time being the 
hearings with regard to the refugee program. We. shall stand 
adjourned until next Wednesday at 2 p.m. 
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Wepnespay, Marcu 30, 1960. 
UNITED NATIONS CHILDREN’S FUND 
WITNESSES 


HON. FRANCIS 0. WILCOX, ASSISTANT SECRETARY OF STATE FOR 
INTERNATIONAL ORGANIZATION AFFAIRS 

ELMER FALK, INTERNATIONAL ADMINISTRATION OFFICER, DE- 
PARTMENT OF STATE 

JOHN E. MURPHY, INSPECTOR GENERAL AND COMPTROLLER, 
MUTUAL SECURITY, DEPARTMENT OF STATE 


Mr. Passman. The committee will come to order. 

This morning we shall consider the request for funds for the United 
Nations Children’s Fund. Present to testify for this request is the 
Honorable Francis O. Wilcox, Assistant Secretary of State for In- 
ternational Organization Affairs, and others. 

We might discuss, however, just a few other items prior to getting 
into the Children’s Fund request. 


FOREIGN GOODS PENETRATING U.S. MARKETS 


T hold in my hand a ae of the yellow sheet Newsgram written 
for the issue of April 4, 1960, of the U.S. News & World Report. 
I quote from this Newsgram: 

Foreign goods are penetrating U.S. markets more and more deeply. Foreign 
capacity to produce at prices below U.S. prices will go on growing fast. 

Shoes from abroad are taking more U.S. markets. Clothing imports are in a 
boom. Business machines from Italy and elsewhere are a growing challenge. 
Steel from Europe is priced lower than U.S. steel. Cement is flowing in. 

It's the same story in field after field. U.S. machine tools, a vital industry, 
are having a hard time competing with tools made abroad. 

There’s more to it than that. Notice this as well: 

Dollars owned abroad exceed 19 billion and are growing fast in total. 

Mr. ANprews. Mr. Chairman, may I make a statement ? 

Mr. Passman. Yes, Mr. Andrews. 

Mr. Anprews. I stopped by a man’s store last fall and he showed 
me some Japanese shoes he s: aid he was selling as f: ist as he was getting 
them in. He sold them, nice-looking shoes, at $3.75 a pair. He said 
the cheapest American shoes he could sell sold at $6.50 a pair, and he 

said most of his customers who came in natur: ally were interested in 
the price of $3.75 for a pair of nice-looking shoes made in Japan. 

Mr. Passman. I was talking with some automobile dealers in Mon- 
roe, La., and they said so great had been the market for foreign cars 
in this country that it now constitutes 22 percent of the total. They 
are underpricing and outselling us. 


AMERICAN BAR ASSOCIATION'S SPECIAL COMMITTEE ON WORLD PEACE 
THROUGH LAW 


It has come to our attention that the American Bar Association's 
Special Committee on World Peace Through Law is. among others, 


attempting to bring about repeal of the Connally reservation relative 
to our adherence to the World Court. It is alleged that the drive for 





hei iii Litd RO 


Ut ii viii 








686 


repeal is being financed by the Ford Foundation, the International 
Cooperation Administration and the Eisenhower-Nixon administra- 
tion. 

[I hold in my hand a letter addressed to the Honorable Albert 
Thomas, a distinguished Member of Congress from Texas, from the 
law firm of Blalock, Lohman & Blalock, of Houston, Tex. ‘This letter 
reads: 

Dear ALBERT: For your information, Mr. Charles 8. Rhyne’s ABA Special 
Committee on World Peace Through Law, which is spearheading among lawyers 
and the publie generally the drive for repeal of the Connally reservation from 
our adherence to the U.N. World Court, is financed by (1) the Ford Foundation 
and (2) the International Cooperation Administration, a U.S. foreign aid agency. 
The above information was sent me by Mr. Rhyne in response to my inquiry 
to Mr. Stecher, executive director of ABA. 

The item on the ICA is contained in the —. report of December 31, 
1959, which Mr. Rhyne made to the American Bar Foundation. The amount 
therein is not specified but I had previously read that $50,000 had already been 
granted: and the report says other amounts have been promised. 

I do not believe the taxpayers’ money should be used for such purpose. 


USE OF ICA FUNDS FOR STUDY 


Has the International Cooperation Administration obligated 
committed any funds for this purpose ¢ 

Mr. Mcrreny. Yes. This breaks into two parts. 

First of all, because of the contents of the letter, I think I should 
make it clear that in no way are any ICA funds associated with re- 
pealing the Connally reservation having to do with the World Court. 
The ICA funds are not tied up in that area in any shape, form, or 
manner. 

Some ICA funds—and I cannot say how much but I think probably 
the figure of $50,000 is correet—were used to undertake a study to 
see whether it would be practicable to have a world conference of legal 
authorities in various countries to explore the possibility of codifica- 
tion of laws in underdeveloped countries so as to improve investment 
laws and so forth. 

I understand—and this I would have to verify—the Ford Founda- 
tion, on hearing it was the opinion of the group working with ICA 
es it would be a practicable undertaking, has made a grant of 
$350,000 to this legal group to finance region: al conferences of law yers 
with Ford Foundation money to explore what the possibilities are of 
getting the laws of the underdeveloped countries codified, with invest- 
ment laws improved to attract private ¢ capital, and so forth. 

This is all I know about it, Mr. Chairman. I would be happy to 
get a fuller statement on it if you desire me to do so. 

Mr. Passman. So ICA is involved in this study # 

Mr. Mcreny. ICA undertook the study with the American Bar 
Association to see if it would be practicable to do the big thing, and 
it was found by that group that it would be practicable, then the 
Ford Foundation took it over. 


ICA FINANCING OF COSTS OF INTER-REGIONAL CONFERENCE 


Mr. Passman. Let us talk about the ICA. How far will ICA go 


in getting money for this project? Can you get more information 
‘concerning that / 
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Mr. Mureny. Yes. 

Mr. Passman. I am of the opinion my constituents and the public 
generally throughout the Nation will not appreciate this because, 
among other factors, many of them feel we are giving away and 
pledging away entirely too much. So we need that information. 
And, of course, the whole matter is involved also in this technical 
cooperation puzzle. 

Will you get all the information you can on that matter for us? 

Mr. Mureuy. Yes, sir. 

(The following information was submitted for the record :) 


INTERNATIONAL CONFERENCE OF LAWYERS 


On November 6, 1958, the International Cooperation Administration signed 
a contract with the American Bar Association which provided that the ABA 
was to conduct a study to determine whether it would be feasible to conduct 
a conference of lawyers and jurists from the United States and other nations 
to consider and recommend means of developing and strengthening, within 
and among nations, legal concepts, standards, and institutions which would 
contribute, through facilitating expansion of the flow of international invest- 
ment and trade and otherwise, to economic growth of such nations and which 
would facilitate peaceful settlement of disputes within and among nations. 
The contract further provided that the ABA, if it concluded that such a con- 
ference would be feasible, was to submit a proposed plan for a conference. 
ICA made available $50,000 under this contract to finance the costs of the study. 

Pursuant to this contract, the ABA submitted its report on May 19, 1959. 
The report concluded that it would be feasible to conduct, and outlined a plan 
for conducting, four regional conferences of lawyers (one each for the Amer- 
icas, Europe, Africa, and Asia) and then an interregional conference. It esti- 
mated that the total cost of the four regional conferences would be $400,000. 
The estimated cost of the interregional conference was $300,000. 

On August 27, 1959, before the annual convention of the American Bar Asso- 
ciation, Under Secretary of State Douglas Dillon made the following statement 
with regard to the ABA study and ICA’s financing of that study: 

“This grant was made in accordance with our deep conviction that Govern- 
ment help, important as it is and will continue to be, cannot do the whole job 
in promoting development. Private capital, carrying with it management tech- 
niques and abilities, not only contributes directly to economic growth, it also 
provides the picture of our free enterprise system in action. And we must 
remember that the reservoirs of private capital are far larger than anything 
that is likely to be available to Government. 

“In short, if the free world is to stay free, if the spark of international eco- 
homie progress is to be fanned into glowing health, there must be greater activity 
overseas by private investors. Therefore, we were very pleased when this study 
was entrusted to a special committee on world peace through law, which had 
a distinguished membership under the chairmanship of your former president, 
Charles S. Rhyne. 

“In the committee’s report, which was submitted on May 18, 1959, the com- 
mittee recommended, among other things, the holding of an international con- 
ference of lawyers. Two of the agenda topics suggested by the committee deal 
directly with the problems of development. They are the following: 

“Extension and improvement of institutions and procedures for arbi- 
tration of disputes between governments and of disputes growing out of 
concessions, contracts, and international business transactions between gov- 
ernments and individuals between private parties. 

“Extension and improvement of institutions and procedures for the 
improvement of legal framework for the economic advancement of all 
nations and the removal of the legal uncertainties and fears which now 
block such advancement.’ 

_ “Because of the Government’s interest in promoting the security of private 
Investment abroad, we support the objectives in these two agenda items. The 
International Cooperation Administration is prepared to join with you in dis- 
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cussing plans for an international conference of lawyers and the sharing with 
private foundations and other organizations in its cost. 

“IT look forward with great anticipation to the results of such a conference 
of lawyers. There is a pressing need to promote a better respect for the rule 
of law in international relations. But that is only a beginning. The function 
that lawyers such as yourselves can best perform in this field is to develop and 
propose concrete measures which will in actuality bring this about. I hope and 
trust that the proposed world conference will make real progress toward that 
goal.” 

On August 24, 1959, Senator Javits introduced a concurrent resolution (5S, 
Con. Res. 74) on behalf of himself and 37 other Senators stating the sense of the 
Congress that the ABA plan for a series of conferences of lawyers from many 
nations offers possibilities of a substantial contribution to international peace 
and security and should be encouraged by the Government and people of the 
United States in every appropriate way. This resolution has not yet been acted 
upon by the Congress. 

Under Secretary Dillon’s speech stated that ICA was prepared to consider 
financing a portion of the costs of the one interregional conference (total cost 
estimated at $300,000) suggested in the ABA report on the understanding that 
private foundations and other organizations would finance the balance of the 
costs. He made clear that the objective was to facilitate, in keeping with the 
basic purpose of the mutual security program, economic progress in under 
developed areas, particularly through exploring ways of strengthening laws and 
legal institutions so as to encourage expanded private investment in those areas 
It is contemplated that special assistance funds would be drawn upon for this 
purpose. While the ABA has been informed that ICA stands ready to assist in 
the financing of an interregional conference of lawyers if other financing is 
secured to share in meeting the costs and if mutually satisfactory arrangements 
can be agreed upon, no funds have yet been obligated for this purpose. 

On March 17, 1960, the Ford Foundation approved a grant of 8350,000 to the 
American Bar Association for use in carrying out the plan set forth in the ABA 
report. It is understood that, with the announcement of this Ford Foundation 
grant, the ABA is now moving ahead with implementation of its plan. ICA is 
currently discussing with the ABA finai arrangements for ICA financing of a 
portion of the costs of the interregional conference provided for in that plan. 


AID INCREASE URGED BY MIT GROUP 


Mr. Passman. Have you had an opportunity to study this report, 
“Aid Increase up to $2 Billion a Year Long-Term P lan Ureed by 
MIT Group”? 

Mr. Mureny. Iam not familiar with that report. 

Mr. Passman. You probably knew there was such a committee? 

Mr. Murrny. I knew they had some economists working on this at 
the Massachusetts Institute of Technology. Two of them are particu- 
larly well known, Dr. Milliken and Dr. Rostov, who for a long time 
have been making the point that the economic effort in the interna- 
tional field should be beefed up. They have written a book on the 
subject and it has received a lot of attention. 


INTERNATIONAL VOLUNTARY SERVICES, INC. 


Mr. Passman. I hold in my hand a letter from the International 
Voluntary Services, Inc., of Washington, D.C., addressed to my 
good friend, the Honorable J. L. Pilcher, a Member of Congress 
from the State of Georgia. This letter states: 

DEAR Sir: We are advised that you spent some time inspecting the work 
of International Voluntary Services in Vietnam and Laos. 

For your information there is attached a report by our president, Dr. John 
H. Reisner, who also visited these projects recently. 

There is also attached a copy of the annual report of the IVS team in Nieng 
Khouang and the latest semiannual report of the IVS team in Vietnam. 
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You may be interested in reviewing these reports, inasmuch as the total 
overall cost for IVS teams under contract with International Cooperation 
Administration, Washington, D.C., is less than $6,000 per member per year. 

Who are these people and when did they get started ¢ 

\Ir. Mureuy. Well, Mr. Chairman, this one I know nothing about. 

Mr. PassmMan. It says the total overall cost for International Vol- 
witary Services teams under contract with the International Co- 
operation Administration of Washington, D.C., is less than $6,000 
per member per year. TLow many me ‘mbers are there ? 

Mr. Murruy. I have no idea. 

Mir. Passman. This is one you had not heard of in this program ? 

Mr. Mureuy. Yes, sir; ICA has contracts with numerous people. 

Mr. Passman. Can you tell me who these people are ‘ 

Mr. Murpuy. I have heard of International Voluntary Services. 

Mr. Passman. What do they do/ 

Mv. Mureuy. I do not know. 

Mr. Passman. You are the comptroller and inspector general. 

Mr. Murrny. Yes. 

Mr. Passman. How can we find out about this? 

Mr. Mureuy. From the files of ICA. 

Mir. Passman. You would not think it is out of order for the com- 
mittee to try to find out about these things ? 

Mr. Murpiry. Not at all. 

Mr. Passman. New things are popping up every year. 


DELETIONS OF “CLASSIFIED” DATA FROM RECORD 


— en EEL 


| wish to point out for the record at this time that representatives 
of the departments involved have at least in two instances deleted 
trom this record, in their review of the record of these hearings, in- 
formation which in prior years has been in the record. 

| refer particularly to amounts involved in the Saudi Ar me aur- 
lield project and to the number of troops being maintained, or sup- 
posedly maintained, in the Army of Laos. As this Shaan has 
been on the record in the past, what is the reason for deleting it from 
the transcript at this time as classified information ? 

You may get the informatiton on that and give it to us later. This 
information has been in the record in previous years. It is not right 
to take out of the record information we need to take this bill to the 
floor, and particularly so when this information has been in the rec- 
ord in previous years. 

(A confidential statement has been furnished the committee. ) 

Mr. PassMAN. Mr. Secretary, do you have a statement to make 
regard tothe United Nations Children’s Fund / 

Mr. Wincox. Ido, Mr. Chairman. 

Mr. Passman. We shall be pleased to hear you at this time. 


(JENERAL STATEMENT ON UNrrep NATIONS CHILDREN’S FUND 


Mr. Witcox. I appreciate this opportunity to present the adminis- 
tration’s request for $12 million to contribute to the 1961 calendar year 
program of the United Nations Children’s Fund (UNICEF). This 
sthe same amount that was authorized and appropriated for 1960, 
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UNICEF was established by the United Nations General Assembly 
in 1946 to meet emergency needs of children in Europe following 
World War II. Since 1950 it has been assisting health, nutrition, and 
welfare programs in underdeveloped areas throughout the world. In 
1959 more than 55 million children and mothers benefited from the 
principal health and nutrition programs assisted by UNICEF. Other 
millions benefited from services provided at maternal and child wel- 
fare centers equipped with UNICEF help. 


CONTRIBUTIONS TO UNICEF 


Governments contribute to UNICEF on a voluntary basis and their 
contributions have been increasing at an encouraging rate from year 
toyear. In 1954 contributions of $13.6 million were made by 60 govern- 
ments. In 1959 there were 87 contributing governments whose con- 
tributions and pledges totaled $22 million. This is an important 
development, Mr. Chairman, from my point of view. 

The United States played a large role in establishing UNICEF and 
has always supported it generously. However, as contributions from 
other governments have increased, we have decreased the percentage 
of our contribution. In 1952 the U.S. contribution was 72 percent of 
total Government contributions. ‘This percentage has been gradually 
decreased over the years and our pledge of $12 million for the 1960 
UNICEF program has been made at a rate of 48 percent. I feel that 
this has been a very favorable development as it indicates increasingly 
broad support for the work of UNICEF. 

As I indicated during my testimony on behalf of the 1960 program 
there is evidence that future contributions to UNICEF may not con- 
tinue to increase at the same rate as they have heretofor. I stated 
then that we would evaluate developments in this connection carefully 
during 1960 since it might be necessary for us to call a temporary halt 
to the annual reduction in the percentage of our contributions, or let 
the total amount for UNICEF decline. It is too early to know how 
much other governments will contribute to UNICEF in 1960 and 1961. 
I do know that UNICEF is making vigorous efforts to stimulate added 
contributions and the percentage limitation on the U.S. contribution 
has proved helpful in encouraging these efforts. 

I may say, Mr. Chairman, I have had a number of conferences with 
people in New York and have encouraged them to exert every effort 
they can to get contributions from other quarters. 


NUMBER OF NATIONS CONTRIBUTING TO THE FUND 


Mr. Passman. How many nations are contributing to the Fund? 

Mr. Witcox. About 87. 

Mr. Passman. That isall nations; is it not? 

Mr. Witcox. Yes. Almost every nation contributes to this Fund. 

Mr. Passman. Unless you bring in countries or principalities of a 
few thousand population, 87 is about all the nations we recognized 
until recently. 

Mr. Wiicox. Yes. There are only 82 members of the United 
Nations but there are other nations that contribute to the Fund, such 
as Switzerland and Western Germany. 
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Mr. Gary. Mr. Chairman, could I ask a question at this point ? 
Mr, PassMan. Yes, Mr. Gary. 


PERCENTAGE OF CONTRIBUTIONS 


Mr. Gary. On the percentages you just mentioned, you said: 

In 1952 the U.S. contribution was 72 percent of total government contribu- 
tions. This percentage has been gradually decreased over the years and our 
pledge of $12 million for the 1960 UNICEF program has been made at a rate 
of 48 percent. 

Does that include the contribution of the local government? I 
understand they have to match the UNICEF funds. 

Mr. Wiicox. It does not include, Mr. Gary, the amount of funds 
that are contributed at the local level for local costs. All these coun- 
tries that receive aid do contribute to the central fund a certain 
amount. And they also contribute a considerable amount in so-called 
local matching contributions which runs about 214 times the total 
cash contributions to the UNICEF program. 

Mr. Gary. If you include those funds, what percentage of the total 
contribution would the U.S. contribution be ? 

Mr. Witcox. Over recent years it would run about 12 percent, siz 


CONTRIBUTIONS UNDER PUBLIC LAW 480, PART OF U.S. CONTRIBUTION 


Mr. Passman. I think there is more than meets the eye on the sur- 
face. I do not want to delay your statement, but why should not 
contributions under Public Law 480 be considered a part of the U.S. 
contribution ¢ 

Mr. Wincox. It could be, Mr. Chairman. 

Mr. Passman. It should be, should it not, if you are going to come 
up witha total ¢ 

Mr. Wincox. Well, sir, there has been some question as to how to 
evaluate contributions from our surplus commodities, whet the ‘rin terms 
of the world market price or our own price. 

Mr. Passman. Is that the only thing keeping you from including 
it? Ifit is, wecan help you on that. 

Mr. Wincox. We could, except the dry milk which we have tradi- 

tionally given to UNICEF has been in addition to the amount they 
need for maternal and child welfare centers and programs they nor- 
mally carry on. This has been in addition. You could, of course, 
include that as a part of the percentage of the United States, but 
then I think you would want to include the local contributions other 
nations make in order to get a proper balance. 

Mr. Passman. As far as the American taxpayer is concerned, what 
we give under Public Law 480 is the equivalent of money. All other 
agencies arrive at a price for those commodities. Other “agencies 
establish the value of the commodities and get it in the record. This 
is just as much a part of the program as the dollars we give, and we 
Want you to try to arrive at the value of it, using whatever formula 
vou wish. 


Mr. Wincox. Yes. I think we can establish the value fairly easily. 
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PUBLIC LAW 480 CONTRIBUTIONS (DRY MILK) 


Mr. Passman. And while you do that, please find out how much 
U.S. aid has been made available through Public Law 480. 

Mr. Wiicox. We will be glad to dothat. 

Mr. Fatk. We can supply that for the record right now if you 
want it. 
Mr. Witcox. This is the contribution we have made in terms of dry 
milk. 

(The following tabulation was submitted for the record :) 


Donation S of nonfat dry milk from United States to UNICEF under authority o 
litle III, Public Law 480 


Quantity Estimated 
Fiscal year million cost (millior 
pounds dollars 
1955 83.6 15.3 
1956 126. 4 23.3 
1957 107.2 22.0) 
a 77.8 14 
1959 gg. 9 18.1 
160 2 2:9 5 ( 
1961 


Prior to fiscal year 1955 the United States sold surplus milk to UNICEF for 1 cent per pound 
2 Department of Agriculture had approved a fiscal year 1960 program for U NICE F involving the donation 
of 122,690,000 pounds. Only 31,200,000 pounds had been delivered to UNICEF when the available supply 
under title III was exhausted. However, UNICEF did obtain 7,197,000 pounds under title II, the value 
of which was $1,200,000. The combined title Il and III donation figures for fiscal year 1960 thus am 
38,400,000 pounds valued at $6,200,000 


ill 


Chere is currently no milk available for foreign donation. In 1 or 2 months Department of Agriculture 
will know if milk will be available for donation in fiscal year 1961. 
_ NOTE.—The cost of nonfat dry milk to the United States has fluctuated from year to year and at times 
has been as high as 20 cents per pound. In fiscal year 1960 the price was about 17 « 


pound { NICEF, however, could purchase powdered milk on the open Market al ibout 10 
pound, 


CONTRIBUTIONS OF OTHER NATIONS MADE IN KIND 


Mr. Gary. Do you have the contributions the other nations have 
made in kind? 

Mr. Wiicox. We do not have that available. We can get that. It 
might take a little work with the United Nations headquarters in 
New York to get it. 

Mr. Gary. Please insert that in the record at this point if it is 
available. 

Mr. Witcox. Yes, sir. 

(The following information was submitted for the record :) 


Governments contribute to the UNICEF program in cash rather than in kind. 
The only exception to this in 1959 was a contribution of rice from Thailand 
which was valued at $150,000. This, in addition to $25,917 in cash, made 
Thailand’s total contribution $175,917. 

In 1959 Canada donated 33.6 million pounds of surplus dry milk to UNICEF. 
No dollar value was placed on this milk by Canada or UNICEF and it was not 
listed as a contribution which would qualify for a matching contribution from 
the United States. 

The local matching contributions which beneficiary governments make to 
UNICEF assisted programs in their own countries include commitments in the 
form of local personnel, transportation, and locally available supplies, equip- 


ment, and facilities. These commitments are not listed as contributions by 
UNICEF. 
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TOTAL PROGRAM INCLUDING PUBLIC LAW 480 COMMODITIES 


Mr. Passman. It would appear that there has been about $97 mil- 
lion under this program; and if we want to consider fiscal year 1959, 
there was $18.1 million, which is 150 percent of the amount of money 
in Public Law 480. That is a tremendous item that had not been 
brought to the attention of the committee before. 

Mr. Wiicox. I think we have reported upon it to the Congress 
annually. I do not know if it was reported to this committee. 

Mr. PassMAN. So, in reality, this item alone would make our contri- 
bution $30 million in 1959, rather than $12 million, if we accept your 
own formula for pricing Public Law 480 commodities / 

Mr. Witcox. Yes. 

Mr. Passman. Do you have any commodities in this program other 
than dry milk ¢ 

Mr. Wixcox. Not to my knowledge. This dry milk is about the 
only surplus commodity that can be used in connection with the pro- 
gram, and if there is a question as to what would have to be elimi- 
nated, dry milk is probably less essential than other commodities and 
less essential than such things as the maternal and child welfare 
program. 

Mr. PassMan. It is true, nevertheless, if we take into account the 
value you have established on commodities from Public Law 480 and 
the cash contribution for fiscal year 1959, it would be $30 million, and 
not $12 million ¢ 

Mr. Witcox. Yes, I think that isa fair statement. 

Mr. Passman. You may proceed with your statement. 


FURTHER REDUCTION IN PERCENTAGE CONTRIBUTION 


Mr. Witcox. It remains our hope that we may be able to make some 
further adjustment downward in our percentage contribution to 
UNICEF next year if that can be done without harm to the program. 

As you know, governments assisted by UNICEF make their own 
local contributions to UNICEF-assisted programs. Thus, in 1959, 
assisted governments made commitments of over S70 million in the 
form of services of local personnel, transportation, and locally avail- 
able supplies, equipment, and facilities. This represents about $2.50 
for each dollar allocated by UNICEF during the year and indicates 
the high degree of importance which these governments attach to the 


UNICEF program, 


COORDINATION WITIL OTHER UN PROGRAMS 


UNICEF has a close working relationship with the World Health 
Organization (WHO), the Food and Agriculture Organization 
(FAO), and the United Nations Bureau of Social Affairs. Only 
when one of these organizations has given technical approval to pro- 
posed programs are they presented to the UNICEF Executive Board 
for consideration. These organizations provide the technical know]- 
edge requested by assisted governments in planning and carrying out 
their programs. UNICEF provides material assistance such as: basie 
medical equipment, insecticides, vaccines, antibiotics, powdered milk, 
and equipment for local dairies and food processing industries. 
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ASSISTANCE PROVIDED BY UNICEF 


I wish to emphasize the point that UNICEF helps governments to 
develop and expand their own programs which they will later be able 
to carry on without external assistance, and this, I think, is a very 
important point, Mr. Chairman: While there are 104 countries and 
territories in whie ‘+h UNICEF is currently assisting one or more proj- 
ects, there are 22 22 previously assisted countries that are now continu- 
ing projects wished UNICEF aid. In other words, they are to find 
projects which they can help start but can withdraw from at a fairly 
early date and let ian country carry on without outside aid. 

I know that members of this committee appreciate the importance 
of this program and the good that it accomplishes. I think it is a very 
well run proggam. There are about 1 billion children in the world 
and three quarters of them live in economically underdeveloped areas 
where the income per person averages less than $100 a year. Many 
of these children—unless they receive help—face very short: lives 
crowded with sickness and hunger. Fortunately, the previously 
fatalistic attitudes in some of these countries toward poverty and 
disease are being supplanted by new hopes and efforts. This, along 
with an increasing international conscience and awareness of the im- 
portance of sharing skills and materials, means that more people will 
be enabled to enjoy lives of health, productivity, and happiness. 
UNICEF is playing a significant role in this development, one which 
I sincerely feel warrants our continued leadership and generous 
support. 

Mr. Passman. Thank you, Mr. Secretary. 


APPLICATION OF SAME PRICING SYSTEM 


T shall quote from your statement : 


There are about 1 billion children in the world and three quarters of them live 
in economically underdeveloped areas where the income per person averages 
less than $100 a year. 

Is it not true that in many of these areas vou could probably buy 
about as much food for that $100 as youc ‘ould buy 1 in the United States 
for mavhe $1,000. on account of the pricing sv stem ? 

Mr. Wircox. No, sir; I do not think there would be quite that 
difference. 

Mr. Passman. I think it should be pointed out you have some 
nations with a per capita income of $70. There is no report that they 
are starving to death. They may not have the same standards we 
have. But if you applied the same pricing system to what they could 
buy with this $100 as compared to what they could buy with $100 in 
America, it would be a different story. 

Mr. Wrrcox. It is true prices are higher here, but there are some 
countries I have visited, and IT am sure you have also, where the per 
capita income was as low as $30 a vear. 

Mr. Passman. And they still live. 

Mr. Wiicox. Yes, but not very high. 

Mr. Passman. You would not live very high on the hog in the 
United States on that income? 

Mr. Wiicox. No, and they do not live high on the hog either. 
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Mr. Passman. I could take 200 American dollars and live fairly 
well in some parts of the world. I would not have filet mignon every 
night, but I would have subsistence. 

Mr. Witcox. Yes, sir; you would have subsistence. 

Mr. Passman. So, you are using a different pricing system when 
you use this per capita figure of $100 a year. 

* Mr. Wiicox. And I might point out it is not easy to calculate the 
income because some live on the land. The same is true in our coun- 
try where things are taken from the land. 

‘Mr. Gary. And some of them are not living, they are just existing. 

Mr. Witcox. And many are dying. 

Mr. Passman. This is a serious business. I just wanted the record 
to show that when you say $100 per year per capita income, if you 
were to apply the American pric ing system to the commodities they 
consume it might be several times that high. 

Mr. Witcox. It is certainly higher, Mr. Chairman. 

Mr. Passman. That is the ‘only fact Iam trying to establish. 

Mr. Witcox. The gap in living standards is very great, as you 
know. 

Mr. Passman. I am not unsympathetic to their problems, but I 
want people who read the record to understand that they get more 
for that $100 than you could get in America for $100. 


MATERNAL AND CHILD WELFARE CENTERS 


Mr. Witcox. I might add one point Mr, Chairman. I have been 
very much impressed with what I have seen in the field in the maternal 
and child welfare centers. UNICEF has encouraged the establish- 
ment of 15,000 health and child welfare centers which I think con- 
tribute greatly to the health of these children, and it is done with- 
out a very great contribution on the part of UNICEF. Sometimes 
it is medical equipment and things of that kind. And I think they 
have done a great job in encouraging the construction of these cen- 
ters and then they withdraw and the country is able to run it on its 
own steam. 

Mr. Passman. Mr. Secretary, each member of this committee 
expresses his own views. Jam not quarreling with the program. But 
I think it is the responsibility of this committee to ask questions and 
bring out the facts. Thatis all I am trying to do. 


JUSTIFICATION DATA 


We shall insert at this point in the record pages 40 through 43 of the 
justifications. 
(‘The pages follow :) 


OTHER PROGRAMS (NONREGIONAL) : UNITED NATIONS CHILDREN’S FUND 
DESCRIPTION AND OBJECTIVES OF PROGRAM 


The United Nations Children’s Fund (UNICEF) was established by the U.N. 
General Assembly in 1946 to provide emergency relief fer the children in war- 
devastated Europe. Since 1950 its principal purpose has been to assist govern- 
ments in underdeveloped areas of the world to establish and carry out long-range 
health, nutrition, and welfare programs which will bring lasting benefits to 
children. UNICEF is currently assisting 371 programs in 104 countries and 
territories, 
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Of the estimated 1 billion children in the world, some three-quarters live in 
areas Where poverty and disease are common, Where infant and maternal mortal- 
ity rates are high, and where those who survive childhood often fail to achieve 
full vigor. A number of U.N. agencies, including World Health Organization 
(WHO), Food and Agriculture Organization (FAO), and the U.N. Bureau of 
Social Affairs, contribute specialized skills in helping countries to plan and 
implement health, nutrition, and welfare programs. UNICEF has the special 
function of providing goverments with the material things needed to carry out 
these programs. This material assistance includes basic medical equipment for 
rural health centers and training schools; 


insecticides, vaccines and antibiotics 
to initiate campaigns against disease : 


powdered milk to combat malnutrition: and 
equipment for local dairies and food processing industries to improve child 
nutrition 

UNICEF assistance is given only when requested by a government and when 
the request is accompanied by a sound plan of action to meet basic inadequacies 
in child care. Programs are geared to the capacities of assisted governments to 
carry them out as well as to the needs of children. Not only are assisted govern- 
ments responsible for running projects assisted by UNICEF but they must agree 


to t: 


take over programs following termination of UNICEF aid. 
Program summary 


{In thousands 


Fiseal year 1959 $11, 000 


12, OOO 
12, 000 


Estimate of fiscal year 1960 
Proposed fiscal year 1961 


DETAIL OF PROGRAM 
[In millions] 


Government contributions to UNICEF 


( lar year United 0 I U.S. pe 
Stat Cel ive 
1454 SX 3 $5: t 
1955 4.0 6.6 ( 
1956 7 7.8 
1957 1.0 8, 
1958 11.0 g 9 9 
1959 11.0 11.0 
10K 12.0 13 | 18 
1961 12.0 14.1 {f 
Est tes 
Economic assistance 
In thousands 
Fiscal year Obligations Expenditures nliquidated 
Actual fise vear 1959 $11, 000 $10, 186 
Cumulative June 30, 1959 75, 481 66, 555 $8, 926 
Estimate fiscal year 1960 12, 000 11, 026 
Cumulative June 30, 1960 87, 481 77. 581 9, 900 
Estimate fiseal year 1961 12. 000 11. 000 


U.S. INTERESTS 


UNICEF programs are carried out almost entirely in underdeveloped areas 
of the world where governments are interested in improving the conditions of life 
for their people. By helping to raise health, nutritional, and social welfare stand- 
ards UNICEF programs contribute substantially to the productive potential of 
the assisted people. This, in turn, provides the base upon which technical assist 
ance and economic development programs can be successfully conducted. The 
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U.S. interest in supporting UNICEF thus goes far beyond humanitarian con- 
siderations and is essentially based upon our desire to improve the standards of 
living for people in the developing areas of the world. The United States played 
a leading role in establishing UNICEF and has always been its principal con- 
tributor. Peoples throughout the world associate the United States with the 
assistance which they receive through UNICEF. The resultant good will is a 
distinct asset to this country. 


INTEREST OF OTHER PARTICIPANTS 


Coutributions to UNICEF are made on a voluntary basis and support for the 
program has increased substantially over the years. In 1954, 60 governments 
contributed $13.6 million. In 1959 contributions and pledges from S87 govern- 
nents amounted to S22 million. As other governments have increased their con- 
tributions, the United States has gradually decreased the percentage of its con- 
tribution from 72 percent in 1952 to 50 percent in 1959. It is expected that the 
U.S. contribution will be further reduced to 48 percent in 1960. As stated during 
the fiscal vear 1960 hearings on UNICEF, there are indications that a point has 
been reached where future contributions from other governments will increase 
ata much slower rate than has been the case in recent vears. However, UNICEF 
is doing everything possible to encourage added government contributions for its 
program and developments will be evaluated in this connection carefully during 
60. If it can be done without harm to the program, the U.S. share of total 
government contributions will be further reduced to 46 percent in 1961. 

It is important to note that every country receiving UNICEF aid must match 
UNICEF's contributions, usually by supplying local supplies, staff and sometimes 
buildings. Many governments contribute two, three or four times as much as the 
value of UNICEF aid which they receive. Every UNICEF dollar which is allo- 
cated puts an average of between 2 and 24% more dollars to work during the life 
of the project and more later on. Each project is planned to eventually become 
an integral part of the aided country’s health, nutrition or welfare services and 
to be maintained by the government itself. 


ACCOMPLISH MENTS OF PROGRAM 


More than 55 million children and expectant and nursing mothers benefited 
from the principal disease control and nutrition projects aid by UNICEF in 
59. Additional millions gained from services now available at maternal and 
child welfare centers and hospitals equipped with UNICEF help. In the prin 
cipal UNICEF aided campaigns in 1959, 35 million children and mothers were 
protected against malaria; 14 million young people were vaccinated against 
tuberculosis ; 2,500,000 children and mothers were treated for yaws; 2 million 
children were treated for trachoma and related eye diseases ; 800,000 were under 
treatment for leprosy: and 7 million children and mothers received daily milk 
rations. Of 180 plants to pasteurize, sterilize, or dry milk for which UNICEF 
lias approved equipment, 150 have gone into production. More than 800 rural 
health centers, 1,700 village subcenters, 125 other centers (including district 
and urban health centers and maternity and pediatric wards of hospitals) were 
supplied with UNICEF equipment. 

The distribution of the 371 programs which UNICEF is currently assisting 
in 14 countries and territories is as follows: 


Maternal 

andchild | Disease |Nutrition) Emer Total 

welfare control geney 

services 
\ 1 countries or territories 2] i) | 2 89 
\ 20 countries or territories 30 42 17 1 ow) 
I i Mediterranean: 13 countries or territories 17 27 17 2 63 
Europe: 6 countries or territories 10 2 3 15 
ry mericas: 34 countries or territories 36 31 42 109 
i egional 2 

I ] 116 152 ds l 
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PROPOSED PROGRAM FOR FISCAL YEAR 1961 


UNICEF operates on a calendar year basis. Congress authorized and appro- 
priated $12 million fiscal year 1960 funds for contribution to UNICEF’s calendar 
year 1960 program. The same amount of $12 million is requested from fiscal 
year 1961 funds for contribution to UNICEF’s calendar year 1961 program. 

The table at the end of this section provides information on the program which 
UNICEF hopes to carry out in calendar year 1961. It projects a modest in- 
crease over the calendar year 1960 program. It is estimated that in 1961 re- 
quests for allocations for basic maternal and welfare services and nutrition 
will amount to about 46 percent of program allocations, disease control proj- 
ects to about 50 percent, and emergency aid to 4 percent or less. The bulk 
of the allocations for disease control would continue to be for malaria campaigns, 
amounting to about 39 percent of total program allocations. 

Since fiscal year 1955 the U.S. Department of Agriculture has been making 
dried skim milk available to UNICEF on a grant basis under the authority 
of title III, Public Law 480. In fiscal year 1959 donations to UNICEF amounted 
to 99.9 million pounds. For fiscal year 1960 a program involving donation of 
122,592,000 pounds was approved by the Department of Agriculture, but only 
31,229,500 pounds were delivered to UNICEF when the available supply under 
title III was exhausted. It is not presently known if surpluses will again be- 
come available under title III for donation to UNICEF. Donations of dried 
skim milk have been in addition to cash contributions to UNICEF and have 
not been included in arriving at the ratio of U.S. contributions to contributions 
from other governments. 


UNICEF allocations by area and type of activity 


{Dollars in thousands] 


Actual allocations, Target program, Program forecast, 
calendar year 1959 | calendar year 1960 | calendar year 1961 


Amount | Percent | Amount | Percent | Amount | Percent 


Programs by area: 





Bees eccucdae boxaticks siseb ak SRB 11.0 | $3,350 | 13.6 | $4,000 15.7 
lel dic aie ncn Aha ebianindeh eh 9, 837 40.8 6, 800 | 27.6 7,750 30.4 
Eastern Mediterranean-_.........-.-- 4, 099 | 17.0 |} 4, 850 19.7 4, 600 18.0 
ne 787 | 3.3 950 | 3.8 700 2.7 
I No cnacwa amen 5,971 | 24.8 | 8, 400 34. 1 8, 150 32.0 
I ita ttn lace deans 747 | 3.1 300 2 300 1.2 
Total, area assistance... ...........-.. 24,091 | 100.0 24,650 10 100.0 25, 500 100.0 
i — — = 
Programs by activity: 

Maternal and child welfare services ___| 4,795 19.9 | 3, 600 | 14.6 4.000 15.7 
SRR ONION oogonia a neanenenee | 10,674 | 44.3 | 13,500 54.7 12, 800 50. 2 
I eke 7, 376 | 30. 6 6, 550 26. 6 7,700 30.2 
Emergency aid_ .-.........- ict ene 1, 246 5.2 1,000 4.1 1,000 3.9 
Total, program allocations.__..____- 24,091 | 100.0 24, 650 | 100.0 25, 500 100.0 
Operational services. ...............-- Bee Ne cstnnahkbas 6 = R000 lowmcucsuee 

IR ris cook pins cen ex RA Bienen sie 2, 000 oa = 2,100 
Total allocations !............ ea Ai RR Us eke RI 8 on 5 ca eat O0 000 1: ee 


1 Includes contributions from governments and contributions from private sources. Hence the 
amount of funds allocated in any year exceeds the amount obtained 


d from government contributions. 
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Government contributions to calendar year programs 





























| 
Country 1956 1957 | 1958 1959 1 

NE on ick icilicmunckbackwenahnbhnen aipiniamiaiatn $42, 857 $42,857 | $123,809 $18, 072 
DIRE, o.cxccnccnbdsaddaqishosweetencansneneesnananng 448, 000 | 501, 760 | 501, 760 501, 760 
I cca ieeriecting Db cence ads dine mahe we ataite tae 160, 000 135, 000 135, 000 200, 000 
Di... cnpagenagnadenénasdtanttnéeweseienakebnedanes 510, 000 505, 415 982, 363 1, 544,017 
a ala ecinstk wea eles tale beberle cet Om aaa ne EA 56, 000 56, 000 56, 000 73, 850 
RS bon cen Crbned Ganda NEC bekyaeeneEEient 662, 072 668,615 | 669, 063 679, 073 
ON a a es Baa rere 55,000 | 65,000 | 8 000 286, 377 
INE oso cchakabsdatcheckitdebepecscoenssenocee 285,361 | 256, 446 | 55, 587 254, 821 
SESE OE Se ee _2, 400 | 72, 400 | “72, 400 72, 400 
NE Saree 2 on eo oc at Eo a cca dae eitarastaisibeepteae seein | 5, 714 1, 071, 428 | 738, 095 669, 809 
Germany, Federal Republic of..............----.-.---- sie 285 | 380, 952 | 476, 190 523, 810 
SRNR, noon ne soadewnesenedcunsnexpenken eed 42, 069 27, 057 | 51, 737 10, 000 
Eo. 6 hee eke een e a hinenanme kami 335, 781 | 335, 781 377, 708 | 595, 281 
igs ak Slain Sle please eae 110,000 | 110, 000 100, 000 100, 000 
ee oa tae ae map aibaemeleen 200, 000 | 200, 000 | 200, 000 425, 635 
III sac ociaieacne: i neice lave eli euler ations tame arietnigiinn a amas 56,000 | 56,000 56,000 | 225, 780 
Taiyo nn ee eeree EES OS SCR IY Ne yee 48, 000 96, 000 | 97, 500 | 288, 800 
DN Ia a ee ee eas 99, 931 | 99, 791 130, 000 | 130, 000 
ane eames niente 300, 000 | 300, 000 300, 000 532, 000 
NE PRL ESE SIE EE ARE IO IS 78, 947 105, 263 78, 947 79, 893 
Te PME oe. ne cee cu baedne puebabhnunwapuiig 210, 000 182, 000 210, 000 210, 000 
DE Sn a a nceninanceekbaninvetaratatsdaunsmesinewie 67, 200 67, 200 67, 200 67, 200 
ae a aa rele a aiaen abd ee | 75, 534 75, 534 75, 600 107,219 
TRE SLR Re SEG ROR CS Ae SR OE ee See 82, 051 105, 263 90, 909 96, 000 
COD perio dtl cua una nance ndcatauiddadeudasmaanune 45, 000 90, 000 95, 500 | 134, 762 
a dial iia eae ieee | 80, 000 | 40, 000 50, 000 50, 000 
PR eo Rene eee re ce ee Ue ee | 193, 050 212,355 | 212,355 260, 618 
I ne oe eee ee stil 234, 000 234, 000 | 269, 100 269, 100 
ce aoe 279, 000 | 124, 000 | 154, 500 175, 917 
—e Os sig ss pices even weed meter eesnieeiioeannaian pie eee 107, 143 | 107, 143 | 160, 714 186, 071 
United Arab ‘Repub lic SENT S <n pahhenwenaamannen 55, 247 55, 247 55, 248 200, 465 
I Co sateen a i aN ce EAE RES 75,000 | 75, 000 
Re ee ee ee ee ee ees eed a he. ee eee 500, 000 | 500, 000 | 500, 000 | 500, 000 
re NNR 560, 000 616, 000 | 658, 000 658, 000 
Ua ae eae gies menage eae Seen | 200, 000 | 200, 000 | 200, 000 200, 000 
REE TORIES Fis oie iiccmmncccenaunns i PE, 454, 715 | 492,491 | 1,543,715 598, 270 
Na oF nn Sal | 7,805,357 | 8,186,998 | 9,900,000 | 11, 000, 000 
anh a a a ek I 000, 000 | 11,000,000 | 11,000,000 
a ep ee Las Ss a pied enge 17, 505, 357 18, 136, 998 I 20, ‘900, 000 | | 2%, 000, 000 
Number of contributing countries..............---.---- 80 | 80 | 87 | 87 





! Provisional, including pledges. 
? Governments contributing less than $50,000 in each year from 1956 to 1959. 


APPROPRIATIONS TO DATE 


Mr. Passman. In 1960 you had an appropriation of $12 million. 
Your estimate for fiscal year 1961 is $12 million. 
How much money have we appropriated to date for this program ? 
Mr. Murreuy. Through the end of fiscal year 1960 the total is 
$87,481,000. 
OBLIGATIONS 


Mr. PassmAN. For fiscal year 1960 how much of the funds are 
obligated ? 

Mr. Wincox. They are all obligated, sir. 

Mr. Passman. You mean committed ? 

Mr. Wincox. Yes, sir. 

Mr. Passman. Would you have any way of knowing whether they 
are operating with a surplus or whether all the funds are obligated ? 

Mr. Wixcox. I think it is safe to say that almost all of the funds 
are now obligated. My information is that as of December 31, 1959, 
the funds available for allocation were $2 million. The allocations 
for which supplies are on order but not paid for, $9 million. The 


, 
t 
3 
8 











700 


allocations for which supplies are not yet ordered, $13 million. And 
the allocations for freight on the above and for dry milk, $5 million, 
And administrative and othere xpenses, S4 million. 

Mr. Passman. For this type of program, it would follow that vou 
have a long lag on account of making the funds available to the 
United Nations and the United Nations making the allocations. It 
would be a little different than a straight-out program. 

Mr. Witcox. It takes more time to allocate and to actually expend 
the funds. I think the record is reasonably good on this. In previous 
vears we have looked into this and there was about $5 million un- 
located at the beginning of the year. This went down to ®2 million 
and I think we will be down to less than that when the next vear 
beens. 

REDUCTION IN PERCENTAGE OF U.S. CONTRIBUTIONS 


Mr. Passman. I think you ought to be complimented, Mr. Secre- 
tary, for your statement dealing with the percentage of the U.S. con- 
tribution as compared to that of the other nations; but it follows, 
nevertheless, that of the 82 nations contributing, we are still putting 
up practically 50 percent of the cash. 

On a percentage basis, it would not sound very equitable: but the 
fact that is down from 70 to 48 percent Is encouraging. 


EFFECT OF NONAVAILABILITY OF PUBLIC LAW 480 
COMMODITIES ON APPROPRIATION 


Of course, Public Law 480 comes into play. 

What would your position be, as we have started this program con- 
tributing $18 million annually in surplus commodities, and then, if 
we no longer had them, we had to go out and buy them? Would we 
discontinue that program ¢ 

Mr. Witcox. Yes, sir. 

Last year we were short of dried or and we contributed a very 
small amount for 1960. Tam told by the Department of Agricul- 
ture that the amount available in 1961 will be sufficient to meet the 
usual contribution and that it will be available for UNICEF. 

This year when the surplus was not available we did not give it 
and we did not ask for an appropriation to buy the milk on the world 
market in order to contribute. 

Mr. Passman. We would not be expected to make a cash appropria- 
tion instead of the commodities. 

Mr. Witcox. I do not think so. 

Mr. Passman. Even though we have been contributing the surplus 
commodities for a number of years / 

Mr. Witcox. Since 1955. 


MEANING OF REDUCTION IN PERCENTAGE, BUT NOT 
DOLLAR CONTRIBUTION 


Mr. Passman. I note that last year our appropriation was $12 mil- 
lion, and 48 percent. This year the request is again for $12 million, 
and 46 percent of the total. 
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Next year you hope to reduce our percentage contribution to 46 
percent, “if it can be done without harm to the program. 

Would you not agree that this percentage reduction is largely 
meaningless, as we are not reducing our dollar appropriation ¢ 

Mr. Wiitcox. No, sir. 

The UNICEF program, like most other fairly large programs, can- 
not remain static in terms of its budget and do the same job that it has 
been doing. Their costs rise, as you have heard in this committee 
many times from many sources, and salaries increase slightly. ‘Trans- 
portation costs increase, as well as materials and equipment. costs. 
Therefore, we think the UNICEF program has moved on very grad- 
ually and very commendably. In 1959 the program was a little over 
$28 million and in 1960 it was $29 million. In 1961 it is estimated to be 
alittle over $30 million. That isa very modest increase for a program 
of this kind in view of the needs, Mr. Chairman. 

I do think that they have proceeded in a reasonable way to increase 
their budget and, therefore, what we would like to do is to decrease the 
amount of our percentage contribution and not to decrease the amount 
of our cash contribution. We would like to let other countries con- 
tribute a little more and thus permit the program to grow in a very 
modest way to meet the tremendous needs of the children of the worl 1. 

Mr. Passman. Would it be that you would be caring for more 
children or would you give those you are caring for better care / 


CRITICISM OF U.S. CONTRIBUTION 


Mr. Wincox. I think the former, in view of the fact that one big 
objective of UNICEF is to help establish more of these child and 
maternal welfare centers in various parts of the world so that they can 
carry on their own health programs. 

I may say, Mr. Chairman, in response to your earlier question, | 
have been somewhat criticized by groups and organizations in the 
United States who are very much interested in UNICEF. They think 
we ought to contribute more in terms of cash and they think we ought 
to keep our percentage contribution up to 50 percent. I have taken 
the view that if we can encourage other governments to contribute more 
by lowering our percentage contribution somewhat without harming 
the program, we should do that. That has resulted in our gradual 
reduction over the years and I do not think we have hurt the program. 
This year I think we have reached the point where the UNICEF offi 
cials have exerted every effort to get other countries to contribute, 1 
do not know how much further they can do that successfully. 


APPRECIATION OF OTHER COUNTRIES FOR PROGRAM 


Mr. Passman. Why should we have to exert efforts to get other 
countries to contribute? Do they not have the same appreciation for 
this program that we do? 

Mr. Wincox. I think they do, and the fact that 86 other countries 
are contributing would indicate that. Some countries contribute more 


on a per capita basis than we do, 1 think. I do think other countries 
uve an appreciation for the program. 
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PROBLEMS IN SECURING CONTRIBUTIONS FROM OTHER NATIONS 


Mr. PassmMan. Why do we have to urge them, Mr. Secretary ? 

Mr. Witcox. Well, many of them, and particularly the underde- 
veloped countries, are short of hard currencies. It is difficult—— 

Mr. Passman. What countries are you having trouble with? Would 
you care to have that on the record ? 

Mr. Witcox. No, sir; I would prefer not to have that on the 
record. 

Mr. Passman. You are having some trouble getting some countries 
to contribute ? 

Mr. Wixcox. I do not want to confine this to UNICEF. The fact 
is that there are a number of programs in the United Nations which 
require contributions from other countries. The extent to which they 
can contribute is limited and it may be somewhat more limited than 
our capacity is limited, particularly since many of the expenses do 
require hard currencies, of which they have a very limited supply. 

Mr. Passman. A lot of these services are performed by people in 
that country, and the local currency is worth just as much to them as 
dollars. Is that correct ¢ 

Mr. Wixcox. That is correct, but that is not charged to this per- 
centage contribution. That is something separate, as Mr. Gary pointed 
out a moment ago. 

EMPLOYMENT 


Mr. Passman. How many paid personnel do you have in the pro- 
gram ¢ 

Mr. Witcox. We have a total of 523 people: 92 of whom come from 
the United States. 

Mr. Passman. 523 in the program, and 92 are from the United 
States ? 

Mr. Witcox. Yes, sir. 

Mr. Passman. Could you give us the dollar total paid to the 92 
from the United States? 

Mr. Wiucox. I have the list of professional staff members. I do not 
have the chauffeurs, the clerical staff, and the others. 

Mr. PassmaNn. They are paid out of the program, are they not? 

Mr. Witcox. Yes, sir. 

Mr. Passman. Do they provide chauffeurs for these people man- 
aging this program ? 

“Mr. Wixcox. I am sure that the Director would have one. 

Mr. Passman. You used the word in the plural. 

Mr. Witcox. Iamsorry. I amsure that they do not have- 

Mr. Passman. Would you give us the number of chauffeurs in the 
program; and, if you will, the pay categories into which the 92 fall! 





Mr. Witcox. Yes, sir. I have a list here, Mr. Chairman, of our citi- | 


zens in the professional categories and the amount of salaries which 
they are drawing. 

Mr. Passman. This list would not necessarily mean doctors and 
nurses and that type of personnel: would it? 

Mr. Wixcox. It includes everybody except clerical staff people, Mr. 
Chairman. 

Mr. Passman. This is other than that? 

Mr. Wiccox. Buildings and grounds people, et cetera. 





‘1es 


act 
ich 
1ey 
an 

do 


er- 


ted 


T0- 
rom 


ited 


nan- 


. the 
Fall? 
citi- 


hich 


and | 


Mr. 


703 
TOTAL COST OF U.S. PERSONNEL 


Mr. Passman. Could you give us an idea about what is being paid 
out of this total for these people? zet us take the American person- 
nel. You have 92 and what is the hotel paid to them / 

Mr. Wixcox. I can get that figure for you. 

I would have to total it and I do not know for sure, Mr. Chairman. 

(The information referred to appears on p, 705.) 

Mr. PassMAn. It is a substantial percentage of the total; 1s it not? 

Mr. Witcox. As you know, we have been trying to place able Ameri- 
cans in all of these intern: ational or ganization programs. We do not 
have as many in some of these programs as our contribution would 
warrant and we are attempting to do better. I think we are doing 
better, but it is not always easy to get Americans to take jobs, particu- 
larly in underdeveloped areas where living conditions are not too 
satisfac tory. 

Mr. Passman. I am speaking for the taxpayers in my district 
and our Nation, and they want to know something about a lot of these 
things. 

Mr. Witcox. Mr. Chairman, I am very glad to try to answer any 
questions. 

Mr. Passman. You are very cooperative, Mr. Secretary, I know. 


POST ADJUSTMENTS ALLOWANCES IN NEW YORK 


Why would you need post adjustments for these people in New 
York ¢ City ¢ 

Here is a list made up of many thousands of dollars and what is a 
post adjustment ? 

Mr. Witcox. Well, sir, it is the United Nations system which was 
approved by the General Assembly and put into operation for all of 
the United Nations personnel due to the fact that living costs in New 
York are considerably higher than they are in most parts of the 
world. 

For example, frankly, we have a difficult time to get Foreign Service 
olicers to go to New York to serve in our mission there because it costs 
several thousand dollars a year more to live in New York than it does 
in Washington. 

Mr. Passman. Does he get a hardship allowance ? 

Mr. Witcox. No, sir; he does not. I think he should. 

Mr. Passman. Is that across the board? How about all the other 
American personnel serving in New York, and all other departments ? 

Mr. Witcox. No; they do not get that. 

Mr. Passman. Are we eobbling up this appropriation in a lot of 
big jobs ? 

Let us consider New York for a minute. You have—perhaps I 
should not say you, but the Department—this thing is loaded down 
with personnel in New York; and a man in New York is, in one in- 
stance here, getting more than he would get if he were out in Bangkok. 
A man out in Bangkok gets $1,865 in post adjustment and in New 
York $2,175. This only applies to these United Nations positions 
where U.S. citizens live in New York. Maybe that is their home 
ind maybe they own a home there. Maybe that is their legal residence, 
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but because of some ruling in the United Nations, not only do they get 
high salaries, but they also get this post adjustment. In some instances 
this amounts to 15 to 18 percent of their salary. 

Mr. Witcox. Mr. Chairman, you would not want to discriminate 
against American citizens, I am sure, merely because they are working 
for the United Nations. Since the U.N. has this rule which aceords 
to all of its personnel certain quarters adjustments, you would not 
want to discriminate? I must say that the salaries are fairly modest 
in New York compared to Government salaries and to business. One 
trouble we have had in getting Americans to take jobs is the realiza- 
tion that the salaries in the United Nations are somewhat lower than 
salaries in our own Government and certainly much lower than the 
salaries in industry. I would hope you would consider the desirability 
of having these salaries at least high enough to attract competent per. 
sonnel needed to do the job. 

Mr. Passman. This is mighty confusing. Let us consider your 
public relations officer in New York. 

This is Miss Patricia L. Hartwell, and here is a salary of $11,600, 
which is a good salary even in New York. 

She gets a post adjustment of $2.175 so she will not be discriminated 
against. 

I never knew that you had that many allowances for people living 
in New York because they were under the United Nations, when yor 
have tens of thousands of U.S. citizens working for other U.S. agencies 
there who do not get that consideration. 

Mr. Witcox. Frankly, from the experience we have had with our 
Foreign Service and with Government people generally, the Govern- 
ment people should have an allowance to live in New York. 


NUMBER AND COST OF U.S. CITIZEN EMPLOYEES IN NEW YORK CITY 


Mr. Passman. Now, we want to get back to the total personnel 
You say that you have 523, but could you give us the total cost oi 
these 92 people in New York City ? 

Mr. Wiicox. Yes,sir. I will be glad to furnish that for the record, 
Mr. Chairman. 

(The information follows :) 


UNICEF staff as of Dec. 31, 1959 


Internationally Locally re 
recruited (pro cruited (gen- Total 
fessional eral service 
United States 50 42 
Others 119 312 
Total 169 354 


Following are two lists giving full details on salaries and allowances pail 
to the 92 U.S. citizens employed by UNICEF, in both the professional and gel: 
eral service categories. Salaries for these employees total $627,125 and allow 
ances amount to $83,650. 
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Me W ircox. Yes, sir. 


(The information requested appears on p. 708.) 
Let us break 1 
to the children, 


Mr. PassMan. 
getting out 


commodities. 
Mir. Wincox. 


Savin — 
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ADMINISTRATIVE 


Mr. Passman. I would just as soon let us be accurate. 
are going to be wanting to know 


bers 


Could you also let us know 
allowance and the amount for travel ? 


COSTS 
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PERCENTAGE TO 
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Publi 


TOTAL 


iis tizens, locally recruited, on UNICEF taff as of Mar. 31, 1960 
Grade Duty t Depend- 
Name ind Funct Lal title tion ency allow- 
step ance 
Corn pais G-4-8 | Secretary.............-..- New Yor $5,280 1. 
James F es G-4-4 | Accounting clerk 4 do 4, 430 $300 
, Margaret_.....-- G-4+4 | Bilingual secretary-.-......._|...do. BGlO lotncaeeee « 
Grace G-4-9 | Secretary..-........ oicinnda sate kool] ee Z 
On G-4-9 — i : do 5, 360 2 
{ NIN a re GH Public info tion research .-do Ry MBM Nts crccescocncuieoees 
issistant 
I eons G-4-7 | Senior clerk-..............- 0 Be ds vatariae hacen 
lary G-4-4 do ae spe okra ee eS 
1, Har h G-4-3 | Secretary. bt shoseshanitde 0 4, 26 . 
I A rine G-9 Administrative istant.-__- oO. is GUNMA ns aise ced eka bigot 
W Cat ne G-4-a Secretary ee See nae ee es A 5, € ee 
, Merid GAiw4 Bilingual secretary lo ST Idec dwcciedeee 
le as G—-1 Secretary 3, 90 a 
( aa G-3-8 | Trilingual stenogr pher 3H 0) 
I G-3-3 | Cable and supplv clerk lo 690 0) 
Fileen G-3-2 | IBM keypunch operator Si 
larriet A G-34 do. _ 5 3 790 : 
Be DO G-3-3 Secretary 3, 690 200 

{ ON oe G-3-3 Stenogr ipher.- .-do =  Nacmes os 

Eiffe, Helen P eae G-3-1 Secretary tte ib $60) 

V Imann, Elizabeth A G-3-3 | Stenographer os 690 

OE aia sa G-3-3 | Typist 69 : 
n, Glenna G-3-3 | Clerk/typist : 6H 
n, Catherine R.-- G-3-4 | Stenographer_..-__- aa Ob. a é 
1, Dorothy A eR G-3-2 | Secretary- Os a A 
k, Phyllis : G-3-2 Siemegretier.. 80 4()( 
Ave, Madeleine G-2-3 ah ee L¢ 550) 
n, Sonia G-2-3 a l | 
en, Paggyanne--.-] G-2-2 | Clerk/typist--- 1 10¢ 
. K. Janet ae G-2-3 StODOGTADNC! ...<ccaccacsas ao . 3, 230 em 
vil, Gerard G-2-2 | Clerk/messenger d 1,050 
eits, Julio site G-2-3 | Duplicating machine opera- |__.do.__-- 231 300 
tor. 
m, Lloyd W epee M-2 W arehouseman ge eS on do 3, 70 1,050 
» Josep 8 M-2-5 |.....do = 4, BL 55M 
\reitZ1 , Fred M-i-4 eRe cn one bei d t, 340) SOO 
Sigisn Joseph S M-1-2 aio. “ d 3, 5 1, S0¢ 
Ta ED Me hoe D-4 | Clerk ; Po Par : 2,15 (1) 

De Que la, Elsie B ee 8-8 | Administrative secretary Guatemala 4,640 1100 
Marianne F__. IV-1 | Secretary/clerk- aloud Sydney 1, 925 (1) 
i aa Pa Ne a a NR hk gins Wk PO l 560 7, 500 

equivalent of local currency salaries. 
AMOUNTS FOR REPRESENTATION ALLOWANCES AND TRAVEL 
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The administrative costs of the organization run about 7 percent, 
which I think is a relatively small figure for organizations of this 
kind. 

Mr. Passman. That includes travel ? 

Mr. Wincox. Yes, sir. 

Mr. PassmMan. Give us a breakdown of that. It may be a small per- 
centage of the total, but we should like to know how much these 
Americans are getting, and all of these faney allowances, as well as 
the travel. I think we should know that. 

Mr. Wintcox. Yes, sir. 

(The information follows:) 

In 1959 UNICEF incurred obligations of $207,374.36 for travel on official busi- 
ness. The total obligations incurred by UNICEF for hospitality in 1959 
amounted to $1,482.08. In view of the worldwide program of UNICEF these 
expenditures are considered to be modest. 

Following are the expenditures and obligations incurred by UNICEF in 1959 
for salaries and common staff costs: 


} Admit | O I 
i ( ( S] (54.98 (8 ) 7 { 2 12, 97 
( T { 7 24.4 W7. 42 695, 43 
| 
I tal 1 OS. 17° 4 { ‘ INT | i 
NOTE Us. Per ( s included in above figures ar flected ‘ percentage 
44.17 t dt I co } percent of op l ; il cost 0 j 
te 
Administra Operational 
tive 
Percent... : . 14.1 26.3 oo. 2 
Salaries and wages $543. 600. 86 $316, 740. 78 SAH. 634. 34 
(Common staff costs ; 121, 506. 2¢ I7, 838. 45 30, 883 
tal 665, 107. 12 414 
Includes wages for 14 drivers, al! of whom are overseas. UNICEF has no chautfeur Drivers a 1 
additional duties to perform as messengers and mimeograph operators rota st to UNICEF for the 
14 drivers is $14,900 or $1,065 average per year Assisted governments pay for an additior 4 drivers at 
a total cost of $10,312 or $736 average per year.] 
2 Includes all allowane ind benefits. 


COUNTRIES BENEFITING FROM CONTRIBUTION 


Mr. Passman. Mr. Secretary, would you say that—speaking the 
American contribution—most of this money is spent in those countries 
identified in the table on page 45 as “other governments”? 

Mr. Wincox. Yes, sir. Most of them are the underdeveloped coun- 
tries. That is true, sir. 
Mr. Passman. Would it not be helpful if we should insert the table 

on page 45 in the record? 

Mr. Wiicox. Yes, sir. 


(The page referred to appears on p. 699.) 
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EUROPEAN COUNTRIES RECEIVING AID 


Mr. PassMAN. What countries in Europe are receiving assistance 
from this program ? 

Mr. Wixcox. Europe is receiving very little aid, Mr. Chairman. 
There is a small program in Yugoslavia, a small amount in Spain, 
Poland, Italy, Greece, and Austria. 

These are the six European countries; some assistance was formerly 
given in Albania, Bulgaria, Czechoslovakia, Finland, France, Ger- 
many, Hungary, Malta, and Rumania. 

Mr. Passman. Would you give us the total amount in Europe / 

Mr. Wincox. Yes, sir; we can get that for the record. 

The program forecast for 1961 for Europe is $700,000, which is a 
total of 2.7 percent. 

Mr. Passman. Thank you. 

(Further information follows:) 

In 1959 allocations for UNICEF assisted projects in Europe amounted to 
$787,000. The estimate for 1960 is $950,000. For 1961 the forecast calls for 
allocations of $700,000, or 2.7 percent of total allocations. 


POSSIBLE DUPLICATION IN MALARIA ERADICATION PROGRAMS 


Mr. Passman. Why should we be making a contribution to this 
Fund which is spending about $9.7 million for a malaria campaign 
when we have appropriated to date $81,553,000, and $40,600,000 is 
being requested for the fiscal year 1961 for a malaria eradication pro- 
gram under the special assistance appropriation request? Is this 
duplication 2 

It is a terrific amount of money being appropriated under the 
malaria program, and the amount this year is fantastic compared to 
prior years. 

Yet, $9.7 million of this program is going for the malaria program. 

Mr. Witcox. Yes, sir. 

The Children’s Fund cooperates very closely with the World Health 
Organization and with our own bilateral programs in this field. As 
you know, the debilitating effects of malaria are very serious in many 
of the underdeveloped areas. T his is one thing that the World Health 
Organization and the Children’s Fund have centered upon in the last 
few years. It is hoped that before very long malaria can be wiped 
from the face of the earth. We are in a kind of race with time with 
respect to malaria, as you know, because if we cannot continue this 
campaign and eradicate it from various countries, then it will in- 
evitably continue to come back into power. 

Mr. PassmMaAn. It is a great power, Mr. Secretary. Our labors will 
he used to the end of eradicating it. But what we want to know now 
is, in what countries do you have a malaria program where the W orld 
Health Organization also has been carrying on such a program ? 

Mr. Wircox. They work together, Mr. C hairman. 

Mr. Passman. Why would it be necessary to make a contribution 
through two different funds to do identic ‘ally the same work? 

Would you say there is duplication ? 
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Mr. Wiicox. No, sir; there is no duplication. The fact is that the 
Children’s Fund program 

Mr. Passman. We certainly have a great program in almost a 
worldwide malaria eradication effort; but then we have an appro- 
priation to date which has amounted to $81,553,000, and being re- 
quested this year is $40,600,000 for eradication of malaria; then, we 
find this program, for which you have $9,700,000. I just do not see 
how you can have two programs, two groups, doing identically the 
same work without there being duplication, or overlapping. 

Could you tell us in what countries you have malaria eradication 
programs under UNICEF? 

Mr. Witcox. We will have to get that for the record. The pro- 
grams vary from country to country and I cannot give you pre- 
cisely where the malaria program is 


MALARIA PROGRAMS UNDER WORLD HEALTH VERSUS UNICEF 


Mr. Passman. Where would this malaria eradication program under 
“Special assistance” stop and where would UNICEF begin, or vice 
versa? There is no duplication there ? 

Mr. Witcox. No, sir. 

Mr. Passman. Then we want to know where one stops and where 
the other begins. 

Mr. Wiucox. There is a clear division of labor between the World 
Health Organization and the Children’s Fund. In this case, as in 


similar cases where mass attempts are made to stop these serious dis- | 


eases, the Children’s Fund furnishes the material and equipment and 
the World Health Organization furnishes the technicians and the 
experts. That is essentially the basic difference. 

In addition to that, we do have a bilateral program which is rather 
extensive by which we cooperate as a nation with the work of the 


Children’s Fund and the work of the World Health Organization, | 


but there is no overlapping. 

Mr. Passman. Does the United States contribute to the World 
Health Fund ? 

Mr. Witcox. Yes, sir. 

Mr. Passman. Let us discuss this further. 

Mr. Wiicox. Some of that total you speak of goes hes into the 
World Health Organization program and some of it is used bilater- 
ally. 

Mr. Passman. Why would it be necessary for the United States to 
make two contributions to the World Health Fund, out of two sepa- 
rate and distinct appropriations, when it gets into the World Health 
Organization and goes to the same purpose? Why could we not make 
it out as one item so the Congress could get a better understanding of 


what is goingon? You get my point? 


Mr. Witcox. Yes, sir. 

Sometimes I would like to change things in the United Nations in | 
order to make it simpler for us. | 
Mr. PassMan. Since we are financing most of it, why do we not get 

some changes ? 
Mr. Witcox. We do finance a considerable portion of it, but the 
financing situation depends in part on what other countries want, | 
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what their budgets are, what their presentations to their own con- 
gresses might involve, and, therefore, it is not easy for us to do the 
things we want. 

I would like to get the United Nations budgetary situation to change 
to conform to our fiscal year. 


NECESSITY FOR TWO U.S. CONTRIBUTIONS FOR MALARIA ERADICATION 


Mr. Passman. What I am worried about now is that this UNICEF 
makes an allocation to the World Health Organization for the eradi- 
cation of malaria; and then you take our bilateral program, our spe- 
cial assistance, they make the contribution to the World Health 
Organization, so it all gets into the pot. You have two appropria- 
tions feeding in and then it goes out into the malaria eradication 
program. 

What we want to know is, why is it necessary for the United States 
tomake two contributions? Why could we not just have one? Why 
do we have to make a contribution of two or more separate appro- 
priations ¢ 

Mr. Witcox. Mr. Chairman, I do not think—in fact, I am sure— 
that UNICEF does not contribute to the World Health Organization. 

Mr. Passman. I thought you said it did. 

Mr. Witcox. If I said it did, I misstated the facts. UNICEF has 
its own funds which it uses in collaboration with WHO. 

As I said, they divided the activities in the program so that 
UNICEF had its clear obligations and WHO had its clear obligations. 

Mr. Passman. I am trying to understand this, and now I am look- 
ing at page 337 of the justifications. 

The estimated total funding, worldwide, for malaria eradication in 
1961 is given as $137,200,000. The U.S. malaria eradication program, 
$38 million, and the World Health and Pan American Health Organi- 
zation, $4.7 million. 

It shows UNICEF at $10 million and other funding, $21.2 million. 

It all goes into the same pot, and here we are making contributions 
from about three different appropriations. This confuses me as to 
why we should make an appropriation for this program, since the 
U.S. funds are being scattered in several different agencies. You and 
I know that the administrative expenses are bound to be higher where 
you have three different groups contributing to an organization for 
the same purpose. 

Mr. Wircox. Yes, sir. 

Mr. Passman. At least we are trying to understand that. 

Mr. Wircox. I should say, first, that the Pan American Health 
Organization is a branch of the World Health Organization. It is 
fairly autonomous. We contribute to that Organization separately 
and we contribute to the World Health Organization separately. 

So far as the other contributions are concerned, I think we almost 
have to do it this way, Mr. Chairman, unless we say to the World 
Health Organization, “You should do all the work.” 

The World Health Organization has traditionally tackled these 
problems on an expert. basis, furnishing experts and technical know- 
how and not getting into equipment, materials, and things of that 
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kind. Therefore, you do need something like UNICEF to handle 
this other part of the burden. 

Mr. Passman. Referring to this page again, it gets into one organ- 
ization where you have a malaria eradication program worldwide? 

Mr. Witcox. No, sir: it does not. 

There are three channels: one is the bilateral channel where the 
United States has its own program working with other nations: the 
second and third, I think, can be combined from our point of view 
because the two work very closely together: that is the World 
Health Organization and the Children’s Fund. Really, there are two 
sources or twochannels where we furnish our funds. 


DUPLICATION AND ADDED EXPENSE OF SEVERAL PROGRAMS 


Mr. Passman. We want to be in a position to defend your pro- 
gram, and I know this committee will defend the UNICEF program. 
We do know that the total appropriated to date out of special as- 
sistance, or npn for the malaria eradication program, has 
amounted to $81,523,000. We thought we were making great progress 
toward bringing that program to a conclusion within a few years, 
but there is a fantastic figure inserted in the record, and we hone it is 
a typographical error, which calls for $40,600,000 for fiseal 1961 out 
of special assistance for the malaria eradication program. 

The nations to which UNICEF is allocating funds for malaria 
eradication are shown there, where the special assistance appropria- 
tion also is allocating funds for malaria eradication. If they are both 
in the same country with the same program, it would very easily be 
that there is duplication somewhere along the way, and we could find 
ways, maybe, to consolidate and save expenses. 

You understand what I am trying to get ? 

Mr. Witcox. Yes, sir. 

Mr. Passman. If you get that information for the record we shall 
be very grateful. 

Mr. Wiicox. Yes. sir. We have been very careful to try to avoid 
anv duplication whatsoever. 

Mr. Passman. If thev are in the same nation with the same pro- 
eram, IT do not see how there could keep from being a duplication. 
One works one side of the street and one the other. 

Mr. Witcox. That is what they do, except that one works one angle 
and one side of the program and one works the other. 

Mr. Passman. T did not know you had but one side, and that was 
the eradication of malaria. 

Mr. Wiucox. There is personnel, and technical advice on the one 
hand, and the material you need to supply these people, spray guns 
and that sort of thing you have to have. Then vou have DDT and 
things of that sort. 

Mr. Passman. I am not quarreling with this program, which 1s 
somewhat complicated: it is a good program, but T want to know 
something about it, and IT know the committee wants to know some- 
thing about it. 

However, when you get the same program working in a country 
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allocations, it just stands to reason that there would be some duplhi- 
cation. If it is checked into, it may be that one, or at least two organi- 
zations would be suflicient. They would not have to get appropri- 
ations from three or four different sources. 

Be as helpful as you can on this. 

Mr. Wincox. Yes, sir. 

May I make an additional comment ¢ 

Mr. Passman. Yes. 

Mr. Wizcox. The Pan American Health Organization has confined 
its activities to the Western Hemisphere, to Latin Ame rica, and does 
not operate — any of the other underdeveloped countries where the 
WHO and UNICEF are. 

Mr. PassmMan. Let us keep it to the three, UNICEF, World Health 
Organization, and our bilateral agreement. 

Mr. Wincox. Yes, sir. 

Mr. PassmMANn. The countries in which we have World Health and 
UNICEF, and where we have a program under our special assistance. 

Mr. Witcox. Yes, sir. 

(The information referred to follows:) 

During 1959 UNICEF assisted malaria projects in the following countries: 


Africa: French West Africa, Cameroons, and Togoland under French admin- 
istration, Liberia, Nigeria, Zanzibar. 
Asia: Afghanistan, Burma, Netherlands New Guinea, North Borneo. 

Eastern Mediterranean: British Somaliland, Ethiopia, Iran, Iraq, Somaliland 
under Italian administration, Sudan, Turkey, United Arab Republic: Syria. 
The Americas: Argentina, Bolivia, British Honduras, Colombia, Costa Rica, 
Dominican Republic, Ecuador, El Salvador, Guatemala, Haiti, Honduras, 
Mexico, Nicaragua, Panama, Paraguay, Peru, Surinam, West Indies IF edera- 

tion: Dominica, Grenada, Jamaica, St. Lucia, Trinidad, and Tobago. 

It will be noted from the following table that ICA and WHO are currently 
operating jointly in 21 countries. Although WHO has coordination responsi 
bilities for the worldwide program, ICA has the responsibility to assure that the 
U.S. tax money is being well spent. Furthermore, ICA has considerable difficulty 
in finding medical malariologists since malaria was eradicated from this country 
about a decade ago. WHO on the other hand can bire medical malariologists 
from any country. The United States has many well-trained scientists (en- 
tomologists, parasitologists, operations specialists) who are not readily avail 
able elsewhere in the world and who are not attracted to salaries of WHO. As 
a result, in most of the bilateral countries, ICA and WHO assign technical 
personnel which complement one another to form an international advisory 
group. In many countries the ICA and WHO senior technicians serve as 
members of a malaria advisory group, along with high level persons of the host 
government, to develop policies and to assure that maximum use is being made 
of the resources available. In some countries, WHO (PAHO) provides all of 
the technical advisory services and ICA provides some or all of the imported 
commodities. 

The ICA and UNICEF are jointly operating in 11 countries. Generally, in 
these cases, ICA provides technical advisory services and UNICEF provides the 
lmported Conunodities. Llowever, in several, especially in Latin America, the 
extent of the malaria problem is greater than originally anticipated due to lack 
of census data and an influx of people into previous malarious areas once 
spraying stops transmission of the disease. In these cases, UNICEF had 
reached the limit of its funding authorization and could not meet the additional 
costs for commodities and local expenditures. Also, the development of in- 
secticide resistance has resulted in greater amounts of insecticides being used 
than was originally anticipated. 

Participation of the three agencies in the ICA bilateral countries is as follows: 

1, Cambodia, Taiwan, and Ceylon: The WHO provides technical advisory 
Services and ICA provides the imported supplies and equipment. 
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2. Indonesia: This country has a gigantic program planned but has critical 
administrative problems. There is an almost total absence of technically trained 
persons. Both ICA and WHO furnish technicians who are formed into teams 
for advising on the development of the program at the national level and for 
determining the extent and nature of the malaria problem, the species of vector 
involved, the status of insect resistance to insecticides, etc. The ICA is fur. 
nishing imported commodities. 

3. Phillipines: The ICA is furnishing technical advisory services and some im- 
ported commodities. WHO has assigned one technician to assist with an inter. 
national malaria eradication training center at Tala. 

4. Thailand: The ICA furnishes technical advisory services at the national 
level and imported commodities. WHO has recently assigned a special evalua- 
tion team at the request of the Government of Thailand to determine the areas 
from which malaria has been eradicated. 

5. Vietnam: The ICA furnishes technical advisory services in operations, 
entomology, and parisitology and WHO furnishes a medical malariologist to the 
team. Commodities are furnished by ICA. 

6. India: The ICA furnishes technical advisory services at the national level 
and commodities. Recently WHO has assigned technical personnel to investi- 
gate the best means for carrying out surveillance to determine the malaria-free 
areas of the country. 

7. Iran: The United States began assisting a malaria control program in this 
country a number of years ago with technical advisory services. At that time 


ICA funds were available for commodities. Subsequently, UNICEF aid was 
! 


provided and at present UNICEF provides most of the imported commodities 
WHO has cently assigned an administrative adviser to assist with adminis- 
trative problems. 

S. Jordan: The ICA furnishes an entomologist for the international advisory | 
team. The WHO furnishes a medical malariologist and sanitarians to the 
team Commodities are furnished by UNICEF with the exception of a few 
vehicles provided by ICA. 

9. Nepal: There is a scarcity of technically trained personnel so that WHO 
and ICA have been required to supply personnel to carry out the 
persons complement one another professionally. ICA proy 
commodities. 

10. Ethiopia: The ICA furnishes technical advisory services and commodities 
to the national program. WHO has been operating a small pilot project which 
is now being converted into a training center in collaboration with ICA 

11. Liberia: The ICA and WHO have been operating two separate pilot projects | 


rogram. These 
des the imported 











in different parts of Liberia where different problems exist. UNICEF has 
provided commodities for the WHO project Negotiations are well underway 
for the development of one nationwide program. 

12. Bolivia: The ICA provides the loeal financing for this project throug! 
utilization of counterpart funds. UNICEF provides the imported commodities 
and WHO/PAHO provides the technical advisory services, 

13. Brazil: The ICA provides commodities and has two young technicians 
assigned for field training. The WHO/PAHO provides technical advisory 
services. 

14. Colombia, Ecuador, Paraguay: The UNICEF provides most of the com- 
modities but ICA is assisting with some commodities due to the problem being 
greater than anticipated. WHO/PAHO provided technical advisory services. 

15. Guatemala, Haiti, Honduras, Nicaragua: UNICEF is providing imported 
commodities. ICA is assisting with the local costs and WHO/PAHO is pro- 
viding technical advisory services. In Nicaragua ICA is furnishing an et 
tomologist for the international technical advisory team. 

16. Jamaica: UNICEF is providing imported commodities. WHO/PAHO is | 
providing technieal advisory services. ICA is investing a relatively small sum | 
to provide some local costs in Jamaica. 


IC. 


th 


ritical 
rained 
teams 
nd for 
vector 
is fur- 


me im- 
1 inter. 


ational 
evalua- 
» areas 


‘ations, 


to the 


il level 
investi- 


ria-free 


in this 
it time 
id was 
odities, 
dininis- 


dvisory 
to the 
a few 


t WHO 
These 
ported 


iodities 

which 
rojer TS 
EF has 


derway 


throug! 


nodities 


ynicians 


dvisory 


he com- 


m being | 


vices. 
nported 
is pro 


an en- 


AHO is 


} 
all sum 


715 


I¢ A bilate ral agreements for malaria eradication in countries also assisted by WHO 


and UNICEF 





| 


Assistance by! Assistance by 





Country with IC.A bilateral program UNICEF WHO/ 
PAHO! 
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PAHO is the regional office of WHO for the Americas 
nnel assigned to international training center only. 
Spe urvey and evaluation teams 


PROGRAMS ASSISTED BY UNICEF 


Mr. Passman. What has been the number of programs in which 
UNICEF has assisted during each of the past 5 years? Could you 
provide that information for the record ¢ 

Mr. Wincox. Yes, sir: we will be glad to do that. 

Mr. Passman. I believe we found that last year you had 828, and 
this year itis 371 ? 

Mr. Witcox. That is correct. 

Mr. Passman. The program is continuing to expand ? 

Mr. Wincox. Yes, sir. 

Mr. Passman. If you will, give us the programs for the previous 
years ¢ 

Mr. Wincox. Yes, sir. 

(The information requested follows :) 

_ The number of projects which UNICEF has assisted in each of the last 5 years 
ls as follows: 1955, 268; 1956, 311; 1957, 323; 1958, 328; and 1959, 371. 


PROGRAMS TERMINATED BY UNICEF 
Mr. Passman. How many programs have been terminated by 
UNICEF in the past 5 years # 


_ Mr. Witcox. I do not have that for the 5-year period. We will have 
it furnished for the record. 








716 
| 

Mr. Passman. Mr. Secretary, have you had any situations where the | 
assisted governments refused to carry on programs after termination | 
of UNICEF aid 4 

Mr. Witcox. Not to my knowledge, sir. They give us very good 
cooperation in that regard. , | 

Mr. Passman. Insert something in the record on that. When you 
are in a country with a program and when we have accomplished our 
objectives, it is only effective so long as it is continued after UNICEF 
leaves. 

(The information follows:) 


Cumulative figures on the number of countrries and territories, as well as proj- 
ects previously assisted by UNICEF, are as follows: 


grams after the termination of UNICEF aid. Projects are planned to even- 
tually become an integral part of the aided country’s health, nutrition, or welfare 
services and to be maintained by it. 


Assisted governments have always been willing to carry on long-range pro- 


Mr. PASSMAN. Do you m ike an oceasional cheek? From how many } 
nations have we withdrawn UNI¢ ‘KE K? 

Mr. Wiicox. Some 22, Mr. Chairman. 

Mr. Passman. Are all 22 continuing the programs / 

Mr. Wiicox. Yes, sir. 

Mr. Passman. At reasonably high standards? 

Mr. Wiicox. Reasonably high standards; yes, sir. 


TRANSPORTATION COSTS OF PUBLIC LAW 480 COMMODITIES 


Mr. Passman. Last year in your testimony, at page 1646, in cor 
nection with the provision of Public Law 480 commodities, you stated 
that the Department of Agriculture has to pay transportation costs 
of commodities to dockside. 

Why should not UNICEF pay the transportation costs ? 

Mr. Witcox. Mr. Chairman, that is a very good question and I can 
not answer it except to say that TI understand it is standard Public 
Law 480 practice to deliver the commodities to dockside. This is 
what is done. 

Mr. Passman. You would think that if we were going to give some- 
thing away, worth about $18 million a year, the recipient would pay | 
the freight. 

Mr. Mu rpHy. That is just dockside in the United States. 

Mr. Wiicox. Yes, sir 

Mr. Murpny. The freight out of the United States is at the ex- 
pense of the program. 

Mr. Passman. We pay the freight to dockside in the United States! 

Mr. Wincox. Yes, sir. 
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Mr. Passman. Out of what appropriation is the freight paid from 
New York to the receipient country ? 

Mr. Wizcox. Out of the UNICEF. 

Mr. Passman. Why should this not be out of the UNICEF? That 
brings in additional money. We are discussing $12 million, and then 
we get into the $18 million surplus commodity item, and the freight 
would have to be considered an additional item. ‘That would be an- 
other cash appropriation ; would it not 4 

Mr. Wincox. Yes, sir. 

| do not know how that is handled from a bookkeeping point of view, 
but obviously the Department of Agriculture makes— 

Mr. PassMan. Would you try to tind out for us ¢ 

Let us take fiscal year 1959, during which we gave $18 million in 
surplus commodities under Public Law 480. What would the freight 
costs amount to in order to get 518 million of surplus commodities to 
dockside / 

Mir. Witcox. Yessir. I will be glad to do that. 

Min. Passman. We have to have that information before we actu- 
ally put the total costs together. 

(The information follows :) 

The Department of Agriculture has advised us that the cost of transporting 
to dockside the $18.1 million worth of nonfat dry milk donated to UNICEF in 
fiscal year 1959 was $099,000. This amounts to 1 cent per pound. This tra 


lis 


ulated 


portation cost is included in the $18.1 million U.S. value which was cak 
for the fiscal year 1959 donation. 
\ 


fr. Passwan. Do you know of any other items added to this? 
Mr. Witcox. No, sir; 1 do not. ‘That is the only surplus commod- 
ity which we contribute. 

\Lr. PASSMAN. Do you know of any other agencies which receive 
this preferred treatment ? 

\Ir. Witcox. No, sir. 

Mr. Passman. Do any other agencies getting Public Law 480 pay 
their own freight d 

Mr. Wiicox. 1 do not know of any other international organiza- 
tions at the moment that receive surplus commodities in addition 


tothe regular contribution which we make. 
TRANSPORTATION PROVISIONS OF PUBLIC LAW 480 


Mr. Gary. If the gentleman will yield, as I understand it all, 
Public Law 480 commodities are delivered to the dock in the country ; 
is that correct / 

Mr. Witcox. That is my understanding. 

Mr. Gary. The freight on all Public Law 480 commodities is paid 
by the Department of Agriculture ? 

Mr. Wincox. That is my understanding, Mr. Gary. 


PAYMENT OF TRANSPORTATION CHARGES BY ALL AGENCIES 


Mr. Passman. I believe it would be helpful—I am sure Mr. Murphy 
will cooperate—on the other programs, if there are similar commodi 
ties given, if you could ascertain the amount of freight. That isa cash 
outlay and it becomes a part of the cost of the program, whether it is 
out of an appropriation of another agency or not; is that correct / 


GEE &acte* 








718 


Mr. Merreuy. I certainly will be glad to check into that, Mr, Chair- 
man, and see if I can determine from the Department of Agriculture 
whether they have the estimates, or the actual figures on this. 

Mr. Passm AN. They are not getting the freight free: are they : 

Mr. Murenuy. I would not think so, Mr. Chairman. 

Mr. PassmMan. | imagine they pay the shipping companies the recu- 
lar rate to move it. They do not get any special concession, do they, 
on freight rates / 

Mr. Murruy. No, sir, The only thought that occurs to me is that 
some of the storage facilities that the Agriculture Department have 
are undoubtedly at ports. 

Mr. Passman. Some of them could be in California coming this 
wav. too / 


Mr. Merrnuy. That is right. To the extent that the commodities 


move out ot those facilities, of course, the re would be ho adclitional 
freight involved. 
(The information follows:) 


Section 302 of Public Law 480 authorizes donations of surplus foods in CCC 
stocks to nonprofit, voluntary relief agencies of the United States and to inter- 
governmental organizations to assist needy persons in friendly countries abroad 
Under this authority, the costs in the United States of processing, reprocessing, 
packaging, transportation to dockside and other related matters are usually paid 
by the United States. Title II, Public Law 480 funds may be used 


to finance the 
ocean freight costs of these shipments. In some 


eases ocean freight costs are 
paid in whole or in part by the voluntary relief agencies or the government of the 
recipient countries. 

During fiscal year 1959, 21 voluntary agencies of the United States 
governmental organizations, as follows, operated from title IT] 
grams in 91 countries: 


and inter- 
donation pro- 


1. American Friends Service Committee, Inc 
2. American Jewish Joint Distribution Committee, Ine. 
American Mission to Greeks, Ine 
American National Red Cross 
American Polish National Relief for Poland 
6. Catholic Relief Services—National Catholic Welfare Conference 
Church World Service, Ine. 
Cooperative for American Relief Everywhere, Inc. (CARE). 
9. Foster Parents’ Plan, Inc. 
10. General Council Assemblies of God—Foreign Service Committee. 
11. Hadassah, Ine. 
12. International Rescue Committee. 
13. Lutheran World Relief, Ine. 
14. Mennonite Central Committee. 
15. Seventh-Day Adventist Welfare Service, Inc. 
1 
1 


er ite C9 


6. Tolstoy Foundation, Inc. 

Unitarian Service Committee, Inc. 

18. United Lithuanian Relief Fund of America. 

19. United Nations Children’s Fund (UNICEF). 

20. United Nations Relief and Works Agency (UNRWA). 

21. World Relief Commission of the National Association of Evangelicals. 


Surplus food donations totaled 1.867 million pounds in fiscal year 1959 con- 
sisting of cheese, corn, cornmeal, nonfat dry milk, rice, wheat, and wheat flour. 
These donations are valued at $209.8 million, including costs of processing, 
reprocessing, packaging, transportation to dockside in the United States, and 
other related matters. In addition to the $209.8 million value of the donations, 
transfer authorizations amounting to $29.8 million were issued under title II 
of Public Law 480 to cover the ocean freight costs of the surplus food. The food 
was distributed to over 56 million needy people, including 21 million in schools 
and 6 million in institutions such as hospitals and orphanages. Over 8 million 
people received free food through maternal and child health centers and other 
centers such as canteens, rehabilitation and resettlement projects. These foods 
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were also distributed to over 25 million people in family groups, 713 thousand 
refugees, and 433 thousand persons in summer camps. 

Of the surplus food donations made in fiscal year 1959, 6,940 thousands pounds 
of nonfat dry milk were donated to the United Nations Relief and Works Agency 
(Palestine refugees). The Department of Agriculture has placed a value of 
$1,258 thousand on this donation, including $69,400 (1 cent per pound) as repre- 
senting the cost of transporting the nonfat dry milk to dockside in the United 
States. The cost of ocean freight transportation was paid by UNRWA. 

Mr. Passman. I do not like to be critical, but I do know that during 
World War II, when I was a naval officer, if you had personnel in 
California and personnel in New York, and you were going to have 
a shipment of troops out to Guam and another shipment to Germany, 
you would frequently take those in California and bring them across 
the United States, and then ship them over to Germany. Then, those 
in New York, you would take them out to San Francisco and ship them 

toGuam. That is just about the way it operated. 


DIFFERENCE BETWEEN OPERATIONAL AND ADMINISTRATIVE SERVICES 


What is the difference between the operational services and the 
administrative services 

Mr. Witcox. The administrative costs, Mr. Chairman, are those 
which relate to the headquarters activities of the organization whereas 
operational costs have to do with people in the field carrying on active 
projects out in the countries where the assistance is given. 

Mr. Passman. Thank you very much, Mr. Secretary. 

This committee is very sympathetic to this fund, but I am afraid 
that if we ever pinned it down to other than surplus commodities, or 
how much of the $12 million ever got out to treat this or that baby, it 
might be shocking. However, we cannot do much about it, as it 
set up under the United Nations. 

Mr. Gary. Mr. Secretary, I am in thorough accord with the chair- 
man in his views that it is the duty of this committee to bring out the 
facts concerning these programs. For this reason, I would like to 
bring out all of the facts connected with it. I think that is our duty. 


is 


TOTAL CONTRIBUTIONS TO UNICEF INCLUDING COMMODITIES 


I wish you would see that we have in the record: first. the amounts 
which are being contributed in dollars by this country and by other 
nations. I believe you said that in comparison with total cost, the 
U.S. conrtibutions have decreased percentagewise from 72 percent in 
1952 to 48 percent in 1960. 

I would like to have another statement showing the amounts con- 
tributed locally by the beneficiary countries toward this program. 


What the vy have contributed and the percentage of the U.S. contribu- 
tion to the entire program. 

Mr. W ILCOX., ¥ es, SIT. 

Mr. Gary. I think it is entirely proper to add to our contribution, 
or consider as a part of our contribution. commodities furnished under 
Public Law 480, If we are going to make any comparison with other 
nations, then I would like to have information as to what similar 
contributions other nations make so that we may have an accurate 
comparison of our own contributions with those of other nations. 
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Mr. Wiicox. Yes. sir. 

Mr. Gary. If you will see that the igen trai information is in the 
record, I will appreciate it. I think it will be very, very helpful. 

Mr. Wiuicox. I shall be ve ry happy to put that in the record, sll 

Mr. Passman. And, we do not want to offset it—and I know you 
would not attempt to do so—with services and other considerations, 
You are talking about something in kind, such as commodities? 

Mr. Gary. Absolutely; sure. I said similar programs. 

(The information requested follows :) 


The following table shows the amounts and percentages of contributions for 


"NICEF-assisted programs beginning in 15‘ 
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lize in expenditures 
PROGRESS IN) MALARIA ERADICATION PROGRAM 


Mr. Gary. As I understand it, the malaria program was a 5-yeal 
program and it was expected that malaria would be completely eradi- 
cated See ee the world within » Vvears 5 is th: it correct ¢ 

Mr. Wincox. The program was st: arted, I think, Mr. Gary, as a 0- 
year program. It was hoped that considerable progress could be 
made. I am not certain at all I know there was no ouarantee in the 
minds of the people who started it that it would be positively elim 
nated in 5 years. There hi ave been some difficulties encountered which 
make it impossible—for instance, the malaria mosquito is developing 
resistance to certain types of sprays and insecticides—and it may he 
we will have to oe other types in order to move ahead as fast as we 

ould like. The business of spraying these huts up to a certain 
level you h: lave fo do it in all the hous ses or huts 1 na lot of countries = 
is proving to be a tougher job than we had thought. It will tak 
longer certainly than the 5-year period. How much longer, I do not | 
know. However, I think ICA has convened a group of experts in 
this field to give very careful study to this problem in order to deter- 
mine what the prospects are, how long it may take, and what can be 
done to make it a more effective program. 
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ia Mr. Gary. Of course, it is understood that you cannot guarantee 
ce ” a program of that kind and, very frankly, I never thought that the 
. program would be completed within 5 years. However, it was an am- 


sr. bitious goal. 
eae Mr. Wiicox. We can continue to hope. 
ons . 
oe Mr. Gary. I understand that great progress has been made. 


Mr. Wiicox. That is correct, sir. 
Mr. Gary. I had a conference with a very close friend of mine who 
was the former director of public health in the city of Richmond and 
7 a is now with a medical group in Delhi, India. I saw him when I 
1 Delhi last fall and he told me that this malaria program was 
_ a one of the worthwhile international programs. He said that 


sh con they are making tremendous strides, and this was evidenced by the 
oe fact that on the planes they used sprays in somé places and we were 
natching told that the use of these sprays were none universal but now that 

in they are being discontinued in many areas because there is so little 
United malaria as compared with former years th: at it is not necessary. 

States Mr. Wintcox. Yes, sir. 

te Mr. Gary. I heard commendations concerning this program In 
hares several places that we visited. 


UNICEF PROGRAM FOR MALARIA ERADICATION 


mee | Mr. Gary. Is the money in the UNICEF program for malar 
er entirely for work among c hildren ¢ 
Mr. Witcox. Well, sir, in connection with the communicable diseases, 
\ the form of course, it is hard to confine your activities to those things which 
wutions on wer affect the children because if the parents get malaria, it is quite 
that the children will probably get it, too. So, when you spray 
a dk you spray all of the hut, and when you try to eradicate it from 
country, you eradicate it completely. As a result it has been 
felt that it is essential to approach the program on a total basis and 
thus, I suppose, it could be argued that some of the UNICEF money 


Lei ised 





5-year is spent for the health and welfare of mothers and, indeed, of fathers. ; 

eradi- [ am not sure how you could avoid that, Mr. Chairman. * 
; = 

as a 5- COMPANION OF VARIOUS MALARIA ERADICATION PROGRAMS 

uld be 

in the Mr. Gary. I am not trying to avoid that, but what I am trying to get 

- elimi- at is what is the distinction between the general malaria program and 

which the UNICEF malaria program ? 

loping [ would like to have some statement in the record as to just what 

may le the UNICEF malaria program is, how it differs from the general 

t as we program and how it is coordinated with the general program. 

certain | Mr. Wincox. Yes, sir. 

tries— | Mr. Gary. I think we ought to have that information. 

il] take Mr. Witcox. We would be glad to furnish it. ; 

do not Mr. Gary. If you will give us a statement of that kind in the record, 

erts il it would certainly be most enlightening and very helpful. 

) deter: | Mr. W ILCOX, { would be glad to indicate _ isely y what UNICEF 

ean be does and its relationship to the World Health Organization in this 


respect. 
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(The information referred to follows .7 

The campaign to eradicate malaria is perhaps the greatest cooperative venture 
ever undertaken in the world. More than 95 countries or other political en- 
tities are actively engaged in some stage of this effort with the support of the 
World Health Organization (WHO), the United Nations Children’s Fund 
(UNICEF) and the International Cooperation Administration (ICA) 

The need for full coordination in utilizing all technical and financial re- 
sources Was recognized a number of years ago when these three organizations 
were involved in malaria control operations; before the eradication program be- 
came a reality. Long ago, a working relationship was established between 
WHO and UNICEF by which the latter provided supplies and equipment to 
those programs which were declared by WHO to be technically feasible and to 
which WHO provided technical advisory services. 

The U.S. Government was also assisting in control programs in various coun- 
tries. Generally, during this period, ICA, WHO, and UNICEF did not work in 
the same countries, but where they did, the areas of re 1f¢ geared were care- 
fully established at the country level to avoid duplication of rt. 

With the acceptance of the eradication concept, it became e nas nt that better 
means of coordination were necessary. In September 1957, an agreement of 
understanding was prepared by a group representing WHO, PAHO, UNICEF, 
ICA, and the U.S. Public Health Service requiring employees of each agency to 
coordinate malaria eradication activities to the utmost. This is being accom- 
plished by two formal meetings per year of persons responsible for the program 
in each agency and frequent personal, telephone, and mail coordination con- 
tacts at the headquarters, regional, and country level. We believe that the co- 
ordination being achieved is highly effective. 


OCEAN FREIGHT CHARGES ON INDIAN WHEAT PROGRAM 


Mr. Gary. With reference to the freight item, is it not true that 
the United States paid the freight all the way to India on some of the 
wheat we gave them under our surplus program a few years ago? 

Mr. Murry. Yes: I believe it is, Mr. Gary. 

Mr. Gary. We not only paid the freight to the docks but we paid 
the freight to India is my rec ‘ollection. 

Mr. Witcox. Yes: I think that was in the special legislation pro- 
viding for the wheat loan. 

Mr. Gary. For the 50 million bushels of wheat to India. Was not 
that what it was? 

Mr. Murpeny. The special Indian wheat program, ves, sir. 

Mr. Gary. That was my recollection. 

Mr. Secretary, I just want to say that I am thoroughly in accord 
with the UNICEF program. TI think it is one program that so far 
as I can see is being very well administered and is getting results. 
If there is any group of people that touches the hearts of the Ameri- 
can people, it is the children; and when you are working among chil- 
dren, trying to eradicate disease and trying to improve their sanitary 
conditions and trying to improve their health and give them some of 
the necessities of life which are necessary for their existence, I think 
it is a very worthwhile program: and it has been one of the interna- 
tional programs, worldwide programs, that I have been very much in- 
terested in from the beginning. 


ADVANTAGES OF MULTILATERAL APPROACH 


I think some of our international programs—we could probably 
do them better as a unilateral or bilateral program rather than as @ 
multilateral program. This one, however, seems to be working very 
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satisfactorily on a multilateral basis, and I think it is a program that 
is well worthwhile and one to which we can contribute with a feeling 
that we are really serving the purposes of international good will and 
promoting international peace or world peace. 

Mr. Witcox. Thank you, Mr. Gary. You may be sure that we will 
do what we can in the Department to make certain that the confidence 
which you have indicated exists with respect to the program is, in 
fact, continued. 


PROJECTS CONTINUED BY COUNTRIES AFTER UNICEF 


Mr. Narcuer. Mr. Secretary, in your statement to the committee 
you point out the fact that 22 countries who previously were assisted 
under the UNICEF program are now continuing projects that started 
with this program. 

What type of projects are these, Mr. Secretary. Not in each coun- 
trv; but, generally, what type projects are these? 

Mr. Wincox. There are a number of types of projects, such as the 
establishment of child and maternal health centers where they are set 
up with the advice and help of UNICEF and then are carried on by 
the people of the states in which the programs are located. There 
are also projects which involve help in the construction of plants 
that have to do with the sterilization and homogenization—or what- 
ever you do to milk to purl fy it or to cy it. As an example of the 
kind of thing UNICEF does, I saw an excellent sendin in Manila, 
in the Philippines in connection with a midwifery school. Some 
UNICEF experts came in to he oP set up a of instruction and 
to give advice and counsel for a period of 2 or 3 years and then they 
withdrew and the Philippine authorities were able to carry on that 
very fine project without any further advice and help. That is the 
kind of thing they do very effectively and which does not require any 
further followup work on their part once the project has been launche d 
and is on its feet. 

Mr. Narcuer. Are these 22, countries or territories / 

Mr. Witcox. They are both, sir. In some cases there are territories 
such as those newly emerging states in Africa like Kenye a, Tanganyika, 
ud the Congo and Nigeria—territories of that kind—which soon will 
become states. In other cases they may be territories administered 
as Integral parts of the mother country. 

Mr. Narcuer. That isall, Mr. Chairman. 


MILK PROGRAM IN THAILAND 


Mr. Contre. Mr. Secretary, we visited a dairy in Bangkok this 
fall—the Foremost Dairy—and there we saw a peneram where they 
give children milk over a period of 1 week merely to get them ac- 
‘ustomed to milk and acquire a taste for it. Was that under this 
program, or do you know / 

Mr. Winicox. My expectation is that it might be. This isa kind of 
thing which UNICEF does. 

Mr. Contr. It seemed to be going over very well and the children 
have acquired the taste for milk, although they have to add a certain 
substance to the milk such as strawberry and raspberry flavor to 
sweeten it up quite a bit. 
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Mr. Narcuer. Would the gentleman yield to me at that point! 
Mr. Conre. Yes, sir. 

Mr. Narcner. Mr. Secretary, the program as pointed out by my 
friend and colleague, Mr. Conte—was not that under Public Law 480, 
the marketing section ¢ 

Mr. Conte. Yes, sir. 

Mr. Narcner. I understand that. 

Mr. Witcox. It is quite possible that it was a Clildren’s Fund 
project helping by the furnishing of dried milk from Public Law 480 
sources. This would be my expectation, but I am not familiar with 
that particular project 


INCREASE IN CONTRIBUTIONS 


Mr. Conte. I notice, Mr. Secretary, in your justifications that the 
governments of many of these countries have increased their contribu- 
tions considerably—such as Brazil increased its contribution by about 
twofold since 1956. 

Mr. Wircox. Yes, sir. 

Mr. Conte. It is now $1.5 million, whereas in 1956 they contributed 
about. $500,000. 

Mr. Witcox. Yes, sir. 

Mr. Contre. Italy has made a substantial increase in its contribu- 
tion, and so on. 

Do you find that there is a greater interest in participation by these 
countries ¢ 

Mr. Wircox. Yes, sir, Mr. Conte, all the way along the line there 
has been a tendency on the part of the states to join in the program 
in contributing to it and supporting it one way or the other. I 
have been encouraged because, as you say, since 1956 to 1960 a num- 
ber of states have increased their contributions rather sizably, and 
I have been encouraged by that trend very much. This is a trend 
which has enabled us to bring our percentage contribution down from 
72 percent to 48 percent. 

Mr. Contre. I agree with my colleague from Virginia, Mr. Gary, 
in regard to this program. Based upon what 1 saw when I was out 
there, it certainly justifies any appropriations that we make. It 
really tears your heart out to see some of these children who through 
no fault of their own are brought into this world and are aillicted 
with malaria, dysentery, trachoma and yaws and, certainly, if it 
were not for this program, I would feel that thousands and thousands, 
in fact millions would be just dying on the wayside of some primitive 
path in one of these underdeveloped countries. 

You are to be commended, Mr. Secre tary, for the fine work you are 
doing in this program. 

Mr. Witcox. Thank you very much, and I appreciate your 
commendation. 


PAYMENT OF GOVERNMENT CONTRIBUTIONS 


Mr. Anprews. Mr. Secretary, on page 43 you show here the gov- 


ernment contributions to the program from all of the nations that 
participate in the program. 
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In 1956 it shows that the total contribution by other countries to 
be $7.8 million; in 1957, $8.1 million; in 1958, $9.9 million; and in 
1959, $11 million. 

Were all of those contributions paid ? 

Mr. Wixcox. Yes, sir; these are contributions that are paid to 
the central fund of the Organization in New York. These do not 
count the local contributions which recipient countries make in order 
to help make the program effective in their countries. 

Mr. Anprews. All of these funds are paid into the general head- 
quarters in New York and disbursed from it ¢ 

Mr. Wixcox. That is correct, sir. 


ADMINISTRATION OF UNICEF 


Mr. Anprews. Who is the head of this program ¢ 

Mr. Wiicox. That is Mr. Maurice Pate, an American citizen who 
has been in charge of the program for a number of years. I think, 
personally, he has done a very effective job in organizing and heading 
the program. 

Mr. Anprews. Is he a Government career man or he is from in- 
dustry ? 

Mr. Wiicox. No, sir; he is not a Government career man. I think 
he was in industry before he came into this program and he planned 
to stay only a short time. However, he found it so absorbing and so 
interesting that he decided to stay on. 

Mr. Anprews. Well, I am sure that this Organization is doing a 
very great service to the children of the world. 


CHANGES IN CHILD MORTALITY RATI 


Do you have any statistics showing the death rate of children 
throughout the world that you might place in the record, showing 
What it was before the program got underway and what decreases, if 
any, have taken place since the program has been in effect 4 

Mr. Wiicox. We will have to make a little search of the records 
for you on that, sir, but I am sure we can have something for the 
record on it. 


(The information referred to follows:) 


There bas been a substantial decrease in the mortality rate of children 
throughout the world since 1947 when UNICEF began its program. This de- 
(rease has been due to many factors including the benefits derived from national, 
bilateral, and international programs. The lower mortality rates can therefore 
be only partially attributed to UNICEF assisted programs since they have helped 
but a small part of the children in the world. 

The following table will illustrate the progress that has been made in decreas 
ing infant mortality rates since 1947. Asia has been selected since UNICEF } 
been most active in that area over the years. 
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Infant mortality 
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Mr. Anprews. That has been one of the main objectives of this pro- 


gram; has it not? 

Mr. Witcox. Yes, sir; and I might say that I was very much im- 
pressed—I took a trip recently to Africa—I was much impressed by 
the report of health experts to the effect that in many areas the infant 
mortality rate was extremely high after a period of time when the 
child left its mother. As long as children stayed with their mothers, 
things went along fairly well, but when they started putting the babies 
down on the ground and letting them play See they caught all 
types of diseases and then the mortality rate increased very, very sub- 
stantially. i is during this period that they need things like penic . 
lin for yaws and other supplies and commodities that UNICEF 
making available for the fighting of certain types of diseases cart 
larly applicable to children. 


AGE OF CHILDREN 


What 


AIDED BY UNICEF 
Mr. ANpReEws. 
cerned with ? 
Mr. Wixcox. This depends on the mores and the social customs of 
the area involved, but normally running up to 12 or 18 years is the 
usual range that UNICEF considers suitable for its program. 


age group of children is this program Comn- 


COORDINATION WITH 


Mr. Anprews. What coordination, if any, is there between this 
program and the CARE program which is a privately operated pro- 
gram ¢ 

Mr. Wiicox. The CARE program is not directed specifically to 
children, as you know. It is directed toward helping people m: ainly 
in the underdeveloped areas, but in some other countries of the world. 
It is more of a family approach, I think. 


CARE PROGRAM 
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I know the UNICEF people are thoroughly aware of the CARE 
program and they know where it operates. But, I cannot tell you 
precisely how much coordination there is in the field with respect to 
it. I should think that since their objectives are somewhat different, 
they would not coordinate as closely, for example, as the Children’s 
Fund and the food and agricultural program and the World Health 
Organization of the U nited Nations. 


SUPPLEMENTAL HELP FROM PUBLIC LAW 480 


Mr. Monroya. Mr. Secretary, I listened with very much interest a 
few minutes ago to the testimony about additional or supplemental 
help being given under the Public Law 480 program. I believe you 
indicated that during the last year there was aid extended under 
Public Law 480 in the amount of $22 million, bringing the total con- 
tribution by the United States to $30 million, is that correct ? 

Mr. Wixcox. No, sir; that is not quite correct. 

Mr. Monroya. About $18 million ? 

Mr. Wiucox. The estimated cost of it in 1960 involved about $5 
million supplemental. In 1959 the estimated cost would be about 
$18 million; yes, sir. 


COUNTERPART FUNDS FOR HEALTH CLINICS 


Mr. Monroya. I believe that there is another authorization in the 
mutual security program whereby the President is allowed to allo- 
cate counterpart funds for health clinics in different countries of 
the world. Can you give us any indication as to what has been done 
in that respect to supplement the very programs which you have 
under your particular jurisdiction 4 

Mr. Witcox. I can get that information, sir, for the record, but 
[ must say that, of course, there have been no counterpart funds 
used for this purpose for UNICEF. What has been done has been 
on a bilateral basis as between the United States and the other 
countries. 

Mr. Montoya. Then, would you not say that if ee funds 
have been used by virtue of the President’s order that those pro- 
grams actually are supplements or auxiliary to this program and 
tend to accomplish the same health purposes ? 

Mr. Wiicox. Yes, sir; I think the objectives of our own bilateral 
programs are very much the same, of course, as the objectives of 
the United Nations multilateral programs. I do not think there is 
any duplication or overlapping. We try very hard to avoid that 
because the needs are so great and the resources are so limited. 

Mr. Monroya. Are there instances where the mutual security as- 
pect of it has been integrated into this particular program under 
UNICEF? 

Mr. Witcox. Not, sir, in terms of counterpart currency, but there 
is of course a very considerable amount of cooperation in the field 
between our bilateral efforts and the work of UNICEF and the 
World Health Organization. 
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DUPLICATION IN BILATERAL PROGRAMS AND UNICEF 


Mr. Montoya. Then, in other words, there is actually a duplication 

on the part of the United States in the part that it is playing in 
building up these health programs in different countries by virtue 
of the fact that the mutual security program per se participates in 
health projects and then contributes to the world organization of 
UNICEF to also participate in somewhat similar projects? 

Mr. Witcox. Yes; I do not think though there is any duplication, 
or any substantial duplication, Governor. The fact is that in the 
field we try very hard to cooperate closely with WHO and, certainly, 
our people have been instructed to do so. Also through the United 
Nations we encourage the U.N. field staff to be thoroughly aware of 
our efforts so that there is no waste of funds or of effort. 


EXPENDITURES BY COUNTRY FOR UNICEF AND ICA 


Mr. Monroya. Are you able to furnish us the payments, country by 
country, as to what has been actu: uly expended by UNICEF for health 
clinics or projects, and a similar type of information on what has 
been expended under the mutual security program by the U.S. Gov- 
ernment in hard dollars or currency and in counterpart funds? 

Are you able to furnish us that information ? 

Mr. Wixcox. I think we can get that for you, sir. 

Mr. Monroya. I would like to have that inserted at this point in 
the record. 

Mr. Passman. All right. 

(The information requested follows :) 


In 1959 UNICEF expended $10,679,688 for disease control or mass health 
projects including malaria, yaws, leprosy, trachoma, and tuberculosis. A break- 
down of this figure by area and country follows. The United States is not di- 
rectly engaged in a similar worldwide disease-control program and thus no com- 
parable U.S. expenditure figures are available. It is of interest to note, how- 
ever, that in 1959 ICA obligated $20,159,000 for the worldwide malaria, eradica- 
tion program in which it participates along with UNICEF and WHO/PAHO. 


UNITED NATIONS CHILDREN’S FUND 


Expenditure on disease control programs (including freight) 1959 
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Administration ” 311, 760. 23 
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Expenditure on disease control programs (including freight) 1959—Continued 
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NEED FOR DOLLARS FOR UNICEF 


Mr. Monroya. Another question is this: Why is it not possible to 
allocate counterpart funds in the particular country which is being 
helped under UNICEF in a proportion that is represented by the 
U.S. contribution to the entire fund ? 

Mr. Witcox. Well, sir, that would be an ideal situation if we could 
do it, but the fact is that most of the equipment and supplies of 
UNICEF, and materials, have to be secured in dollar areas or in hard 
currency areas, and it would be impossible to use soft currency in 
order to run this program. 

Mr. Monroya. You do have local overhead in the different coun- 
tries, do you not? 

Mr. Witcox. Yes, sir; that is contributed by the recipient countries 
themselves. 

Mr. Montoya. You have your own personnel in those areas too, do 
you not q 

Mr. Witcox. Yes, sir; that is contributed by the local authorities. 
As I pointed out a while ago, the amount of local funds which the 
recipient countries contribute to this program totals about 214 times 
the amount of the rest of the program. So we are utilizing as much 
local currency as we can utilize in connection with the expenses of the 
program. 

EMPLOYMENT 


Mr. Montoya. In your original testimony I believe you stated that 
your organization had 523 total employees of which 93 were 
Americans? 

Mr. Wiicox. That is right. 

Mr. Passman. That figure was 523 total, with 92 Americans. 

Mr. Monroya. I want toclarify that point. 

Do you mean to tell me that the figure of 523 means the total 
employees of the world UNICEF organization, or your part of the 
organization ? 

Mr. Witcox. No, sir; it is the total UNICEF organization. 

Mr. Monroya. I wanted to clear that point up. 

Mr. Witcox. I should say in addition to that, of course, there are 
a good many local employees that are hired and paid by the local 
governments. There are hundreds of men who go around under 
UNICEF direction with sprays to spray the houses and do work of 
that kind. Of course, I am not counting those people in the com- 
putation, because in some countries there might be thousands of 
people who would be doing that sort of thing under the guidance of 
the public health service of the country involved. 


REPAYMENT TO COMMODITY CREDIT CORPORATION 


Mr. Montoya. When you contribute, say, $18 million worth of sur- 
plus commodities to this program, how is the Commodity Credit 
Corporation reimbursed ? 

Mr. Wniicox. I do not know that they are reimbursed. 
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Mr. Mcrreuy. Well, they get an appropriation, Mr. Montoya, under 


the Agricultural Appropriation Act to repair the capital of the 
C ommodity Credit Corporation. 
Mr. Montoya. That is what I mean. sney are reimbursed by 
dollars that we appropriate here in Congress ? 
Mr. Murrny. Yes, sir. 


Mr. Montoya. So, in effect, we are spending our own dollars for | 


that supplemental aid; is that correct ? 

Mr. Murrny. That is correct, as I understand it. 

Mr. Passman. Will the gentleman yield to me? 

Mr. Montoya. Yes, sir. 

Mr. Passman. That is why agriculture has become the whipping 
boy. Any person who understands agricultural conditions in the 
United States today knows that we are in a form of recession. The 
gross income is the lowest it has been in 18 years. And you knov, 
and I know, if you are giving $18 million worth of commodities to 
this one small program in fiscal 1959 and the Department of Agri- 
culture is not reimbursed, it is put down as an expense against ‘the 
farmer; isthat correct ? 


ACTUAL COST OF POWDERED MILK PROGRAM 


Mr. Monroya. That is correct. That is what I wanted to get in the 
record. I want to get this other information: Is it not true that the 
powdered milk that you say is represented in the $18 million of sup- 
plemental aid may have cost the American taxpayer $18 million as 
a book transaction, but that actually with the storage, overhead, and 
the original procurement cost that it would be double that figure of 
$18 million ? 

Mr. Wiicox. I do not have any estimate myself on the total cost 
of that. 

Mr. Montoya. According to the testimony last year the powdered 
milk was billed at 10 cents a pound. 

Mr. Witcox. Yes, sir. 

Mr. Montoya. And it actually cost the Government 20 cents a 
pound. 

Mr. Wircox. Yes, sir. I think the world market price, sir, runs 
about 10 cents, however. 

Mr. Monroyra. Yes, but the fact remains that this $18 million is 
exactly what the book transaction represents, but it actually amounts 
to an ultimate cost to the taxpayer of twice that sum, if last year’s 
figure in the hearings was correct. 

“Mr. Wiicox. That could be, but I am not sure what the total would 
be. The fact is that UNICEF is at at world market prices this 
vear about $10 million worth of goods. I do not know what the stor- 
age cost would be. 

Mr. Passman. Would the gentleman yield? 

Mr. Montoya. Yes, sir. 


PRICES USED FOR UNICEF PURCHASES 


Mr. Passman. Mr. Secretary, perhaps you would like to state also 
for the record whether or not you are getting insecticides, equipment. 
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and all the accessories in this program at the world market price, or 


whether they are listed at the U.S. cost¢ I think that information 
would be helpful, too, if you are going to use world prices in pricing 
Public Law 480 commodities. Let us establish a comparable figure 
on everything else used in the UNICEF program, such as insecticides, 
and so forth. 

Mr. Witcox. Yes, sir. 


DETERMINATION OF VALUE OF POWDERED MILK 


Mr. Anprews. Mr. Secretary, if you cannot do it now, will you 
supply for the record how you arrived at the value of $18 million for 
the powdered milk which the Commodity Credit Corporation fur- 
nished to UNICEF ?¢ 

Mr. Witcox. Yes, sir. 

(The information requested follows :) 

The Department of Agriculture has placed a value of $18.1 million on the 
99.9 million pounds of nonfat dry milk donated to UNICEF in fiscal year 1959 
The $18.1 figure includes the cost of the milk, warehousing costs, packaging 
costs, handling charges, and transportation to port of export. 


DOLLARS SPENT IN UNITED STATES BY UNICEF 


Mr. Wircox. If I may make one point in connection with the earlier 
comment you made and the question you raised, it is true that the 
Children’s Fund spends more dollars in the United States each year 
for commodities and supplies and drugs and things of that sort than 
we contribute in dollars. This gives you an indication of the need 
for hard currency as against the pos sibility of spending soft cur- 
rencies for the kind of supplies and equipment that they use. 

Mr. Monroya. That is very true, but the taxpayer is not getting 
that in the United States. The pharmaceutic al companies are get- 
ting it. 

Mr. Wiicox. That is true, but the pharmaceutical companies are 
taxpayers. 

Mr. Montoya. I mean the ordinary taxpayer—John Q. Citizen. 

Mr. Witcox. Yes, sir. 


PROPORTIONATE CONTRIBUTIONS OF UNICEF 


Mr. Montoya. Another question that I want to discuss or direct 
to you is this: I notice in the table on contributions by the respective 
governments who are participants in this program that the 4 
perous countries of Europe such as France, Germany, the U.S.S.R. 
and Britain are contributing these figures, respective ly, for the year 
1959: For France, $669, 809: Germany, $523,810; the U.S.S.R., 

*900,000; the United Kingdom, $658,000. 

Do you not think that this is very disproportionate to the con- 
tribution by the U.S. Government of $11 million ? 

Mr. Wircox. Yes, sir. I should like to see other states gradually 
assume a greater share of the burden for this program and ‘the »y will 
if we reduce our percentage contribution. 
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Mr. Montoya. Well, they are overall, but each country is not as- 
suming the burden that it could shoulder at the present time in view 
of its own economic situation. 

Mr. Wircox. I think that is right, sir. Generally speaking, the 
estimates are that the United States in terms of productivity and in 
terms of its capacity to pay can contribute somewhere between 40 
percent and 50 percent of these programs. I think we are gradually 
arriving at what I would consider a fair distribution of the funds. 


RECIPIENTS OF BENEFITS 


Mr. Montoya. You mentioned a few minutes ago that we have quite 
a few children who are within the borders of Europe who are recipi- 
ents of benefits under this program. 

Mr. Witcox. Not very many, sir; no. Only about 2.7 percent, I 
think, of the program goes to Europe. 

Mr. Montoya. And the others are in Africa? 

Mr. Wixcox. Primarily in Latin America, Asia, and to a lesser 
extent in Africa and the Mediterranean area. 


FORMULA OF CONTRIBUTIONS 


Mr. Montoya. How is this formula of contributions arrived at? 
Is it voluntary or by subscription ? 

Mr. Wircox. It is voluntary, sir. Each country contributes what 
it feels that it can and wants to contribute. There is an appeal made 
in the United Nations. The Director is very active in soliciting 
from governments additional contributions but, in general, each coun- 
try determines what it wants to contribute. 

Mr. Monroya. Is there any way you can start a concerted move, 
either through the United Nations or through the UNICEF organi- 
zation, to see if you can get these countries to contribute a little more 
to this program so as to lessen the load on the American taxp: yer / 

Mr. Wiicox. Well, sir, when we notified UNICEF that we were 
reducing our percentage contribution on a matching basis—and they 
would have to secure 52 percent of the program from other countries 
in order to replace the dollars that we had been making available, 
this put them very much on the spot. I know from my own personal 
conversations that their officials have worked very hard indeed to 
secure these extra contributions. 

As I have said, we would like to continue to reduce further our 
contribution if that can be done without lowering the total amount 
of the program or without jeopardizing the program. 

Mr. Monroya. Have you ever advised the United Nations of the 
$18 million additional that we contribute under Public Law 480? 


Mr. Wiicox. Yes. sir. 
PERCENT OF U.S. CONTRIBUTION 


Mr. Monroya. Do you not think it would be fair for your statistics 
here to reflect not a 48 percent contribution on the part of the United 
States, but to reflect the actual contribution represented by the $11 mil- 
lion or $12 million last year, plus the $18 million in Public Law 480 
commodities ? 
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Mr. Witcox. Yes, sir, I think that would be fair enough if you 
would also add in the contributions which the recipent countries 
make in terms of their own local currencies. That would run our 
percentage considerably lower than it is now. 

Mr. Montoya. But, those particular countries are actually con- 
tributing to benefits which they receive and we are not. 

Mr. Wixcox. That is correct, sir. We do not get any immediate 
benefit from the UNICEF program except the sale of pharmaceuticals 
and commodities and supplies and things of that sort in the United 
States. That is the only direct benefit we get from this program, ex- 
cept the satisfaction that comes from helping c hildren. 


PHARMACEUTICAL PRICES 


Mr. Anprews. Mr. Secretary, do you know anything about the 
prices that these pharmaceutical companies charge the UNICEF for 

medicine which they purchase ? 

Mr. Witcox. No, sir, I do not. 

Mr. Anprews. We have read a lot in the papers recently about phar- 
maceutical companies selling medicine higher in this country than they 
doin foreign countries. 

Mr. Witcox. Yes. 

Mr. Anprews. I wish you would make a check and insert in the rec- 
ord some of the prices that you pay for these pharmaceuticals and how 
they compare with what the pharmaceuticals cost in foreign countries. 
It might be that you would save some money if you would buy them in 
Paris instead of here, according to the newspapers. 

Mr. Wincox. Well, sir, I would be glad to do that. I know that 
the procurement people of the United Nations have had a good deal of 
experience in purchasing things in various parts of the world and I 
think in some cases the United States is about the only place you can 
get the types of commodity that are needed. 

Mr. ANprews. Well, I read in the paper not long ago that certain 
pills—I have forgoten what they were—could be bought in the same 
bottles—and the same pills—at a fraction of the cost overseas as com- 
pared to what Americans had to pay for them. 

Mr. Wiicox. Yes, sir. 

Mr. Anprews. I believe in trading at home, but I do not believe in 
being gouged. There was some very interesting testimony on the 
Senate side recently about what might be a racket in this business of 
pricing pharmaceuticals and medicine. 

Mr. Witcox. Yes, sir. 

Mr. Anprews. Will you dig into this thing and see what you can 
come up with for the record ? 

Mr. Witcox. I would be glad to do that. 

Mr. ANDREWS. And, let us know whether or not you are getting your 
money’s worth in what you buy. 

(The information requested follows :) 





It is difficult to generalize on the prices of pharmaceuticals purchased by 
UNICEF as the categories include thousands of items. However, in UNICEF 
experience, the present-day prices of pharmaceuticals would indicate that for- 
eign prices are lower generally than U.S. prices. The trend in that direction 
seems to be continuing as an increasing number of pharmaceuticals become ob- 
tainable outside of this country at prices lower than the U.S. prices. 
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UNICEF endeavors to buy all of its supplies at the lowest prices obtainable, 
with due regard to its currency holdings and to ultimate landed cost of supplies 
at ports in the recipient countries. When items are obtainable competitively 
in several countries (including the United States), bids are issued in those 
countries to determine the most advantageous market. 

UNICEF policy requires that it make the most prudent use of the numerous 
contributions, governmental and private. In carrying out this policy, it stresses 
the utilization of all currencies in its possession by endeavoring to make the best 
possible use of each currency, while at the same time meeting the specific 
requirement of the humerous programs. 


AWARDING CONTRACTS TO LOW BIDDERS 


Mr. Passman. Would you say now whether or not you are awarding 
contracts on the low-bid basis to the low bidder on insecticides and 
pharmaceuticals ? 

Mr. Wivcox. I assume that is correct. 

Mr. Passman. Let us not assume. Let us be sure. 

Mr. Witcox. We would be glad to check on that, sir. 

Mr. Passman. You do not know for sure whether you are or not ¢ 

Mr. Wixvcox,. That is correct. 

(The information referred to follows:) 

In the United States and most other countries, UNICEF supplies are purchased 
on the competitive bid system. The bids are issued by UNICEF and the award 
is made to the lowest bidder meeting specifications. In certain countries— 
e.g., Australia, Canada, New Zealand and Japan—the Government Department 
of Supply (or Trade) undertakes the purchase on UNICEF's behalf and, as is 
customary in Government purchasing, the competitive bid system prevails in 
these countries. 


ALLEGED PADDING OF ADMINISTRATION REQUEST 


Mr. Passman. I have here an excerpt from an article in the Wall 
Street Journal, dated November 2, 1959, entitled “Treasury-State 
Department Battle Looms Over Foreign Aid Outlay in Its Budget.” 

It appears from this article “if Congress follows its usual patter! 
of slashing the administration’s aid request by 10 to 20 percent, the 
$4.2 billion requested of Congress would produce well under $3 billion 
of new spending authority.” 

This is the paragraph which has caused this committee some con- 
cern, and I quote: 

The State Department—for oversea economic and military aid—is press 
ing for larger requests, officials disclose, on the ground that congressional par- 
ing may reduce the lower aid request to dangerous levels. 

Are you familiar with that situation ? 

Mr. Witcox. I am not familiar at all with it, sir. 

Mr. Passman. Thank you, sir. 

Mr. Witcox. Thank you, sir, for your courtesy. 
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Wepnespay, Marcu 30, 1960. 


OCEAN FREIGHT CHARGES (VOLUNTARY FOREIGN 
AID) 


WITNESSES 


WILLIAM H. McCAHON, CHIEF, VOLUNTARY FOREIGN AID STAFF, 
OFFICE OF DEPUTY DIRECTOR FOR OPERATIONS, INTERNA- 
TIONAL COOPERATION ADMINISTRATION 

JOHN E. MURPHY, INSPECTOR GENERAL AND COMPTROLLER, 
MUTUAL SECURITY, DEPARTMENT OF STATE 


Mr. Passman. We shall now consider the request for “Ocean 
freight.” for which the estimate for 1961 is $2 million and the 1960 
appropr lation was $1,910,000. This represents an increase of $90,000. 

Mr. McCahon, do you have a statement to make to the committee 4 

Mr. McCauon. Yes, sir; with your permission, Mr. Chairman. 

Mr. Passman. You may proceed. 

Mr. McCanon. I would like to read it into the record. The read- 
ing time is 4 minutes. 

(GENERAL STATEMENT 


Mr. eee and members of the committee, this request for $2 
million represents a reduction of $300,000 from the amount made 
aval lable for this purpose during the curent fiscal year. It is needed 
to defray ocean-freight costs of U.S. voluntary agency gift shipments 
to needy persons abroad. These gifts, whic th are distributed in the 
name of the American people, include food, clothing, medicine, hos- 
pital supplies, school supplies, hand tools, and other self-help items. 
The special features of this program are as follows: 

All supplies are obtained by the American voluntary agencies as 
donations either in cash or in kind. 

All costs up to and including delivery of the supplies to U.S. ports 
are borne by the voluntary agencies. 

For every appropri: ated dollar spent on ocean freight, roughly $18 
worth of these supplies are delivered to needy persons abroad, 

During the past 3 years, the value of these supplies has averaged 
close to $30 million annually. 

Eligible agencies are those registered with the Advisory Committee 
on Voluntary Foreign Aid. This committee was created in May 1946. 
It has 10 members at. present, all serving without compensation, and is 
chaired by Mr. Charles P. Taft. 

As a condition of such registration, the voluntary agencies keep the 
Committee fully informed of their activities. An annual pub lic audit 
is filed by each registrant. These are available for public inspection. 

The U.S. origin of the goods is made known to the recipients 
through labeling, special posters, and literature, as well as by personal 
contacts of the American-citizen field representatives maintained by 
the voluntary agencies. 

The authorities of the recipient countries exe mpt the supplies from 
all duties, tolls, and taxes. Inland transportation and related costs 
from port of entry abroad to ultimate distribution center are paid by 
the recipient countries or from other non-U.S.-Goverment sources. 
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This program is how operating in at countries and areas as shown 
In note 2, which follows. 

The above briefly outlines the special nature and accomplishments 
of this program. In addition, many of these same private organiza 
tions are moving substantial quantities of surplus agricultural foods 
donated unter title ITT of Public Law 480 which authority also pro- 
vides the financing for the ocean freight costs on these shipments, 
Qn a much smaller scale, they are also finding imaginative uses fot 
raw cotton furnished under title IT of Public Law 480. In coopera- 
tion with local groups, this raw cotton is converted into mattresses, 
and other useful items for use in hospitals, orphanages, and other 
charitable institutions. Also beyond their material aid shipments, 
these voluntary agencies are carrying out many other useful services 
in the fields of refugee care and resettlement, technical assistance, and 
self-help. The objective in this latter regard is to provide people in 
the less developed countries with the means by which they can become 
self-supporting. 

In conclusion I should like to say that we continue to look upon this 
people-to-people activity as a useful and important supplement to 
the government-to-government assistance programs. It provides a 
direct channel through which the traditional gene rosity and concer 
of our people for the less fortunate can find material expression, It 
is a good example of how Government and our private citizens can 
join hands to accomplish mutually desired ends. 

I am sure that if additional information regarding these activities 
is desired, representatives of the cooperating private groups would 
be ple: ased to appear before your committee, on request. 

(The matter referred to is as follows:) 


NoTE 1.—COoOpERATING VOLUNTARY AGENCIES 


American Friends Service Committee: American Jewish Joint Distribution 
Committee: American Medical Center for Burma; American Mission to Greeks 
American-Polish-National Relief for Poland: American Red Cross: Americal 
Relief for Poland: Assemblies of God—Foreign Service Committee: Brethret 
Service Commission: Catholic Relief Services—National Catholic Welfare Con- 
ference: Chureh World Service; Congregational-Christian Service Committee 
Cooperative for American Relief Everywhere (CARE); Foster Parents’ Plan 
Hadassah: Heifer Project; International Rescue Committee; Iran Foundation 
Little House of St. Pantaleon:; Lutheran World Relief: Medical International 
Cooperation (MEDICO); Mennonite Central Committee; Refuge des Petits 
Save the Children Federation: Seventh-day Adventists Welfare Service: Uni 
tarian Service Committee: World Relief Commission of the National Associatiol 
of Evangelicals and World University Service. 


Nore 2.—PARTICIPATING COUNTRIES AND AREAS 


Algeria: Austria; Belgian Congo: Bolivia: Brazil: British Honduras: Burma: | 


Cameroun: Ceylon; Chile; Colombia; Costa Rica; Cuba; Dahomey; Ecuador: 
Egypt: Ethiopia; France; Ghana; Greece; Guatemala; Haiti; Honduras; Hong 
Kong: India: Indonesia; Iran; Israel; Italy; Japan; Jordan; Korea; Laos 
Lebanon: Liberia; Libya: Macau; Malaya; Malgache Republic; Morocco; Ni 
veria: Pakistan: Paraguay; Peru: Philippines; Poland; Portugal; Sierra Leone: 
Singapore; Spain; Taiwan; Togo; Tunisia; Turkey; Uruguay; Vietnam, and 
Yugoslavia. 


Mr. Passman. Thank you, Mr. MeCahon. 
Mr. McCanon. Thank you, si 
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VALUE OF TITLE LI, PUBLIC LAW 480, COMMODITIES DONATED 


Mr. Passman. What is the value of the commodities donated under 


title LIT of Public Law 480 to these voluntary agencies in fiscal 1959? 


Mr. McCanon. The surplus foods, sir ? 

Mr. Passman. Well, 1 suppose they would be surplus, if they are 
nder Public Law 480. 

Mr. McCanon. Yes, sir. 

Mr. Passman. A lot of them are storable, and they would be usable 


2%) vyenrs from now, if vou did not disburse them. But what we want 


to know is the value of the commodities donated under that title of 
+} 


he act. 
Mr. MceCanon. Tam sorry, I do not have that figure, which is unre 


lated to this item. 


Mr. Passman. It is not unrelated, not if you take cotton, for ex- 
ample, or any other commodity and ship it out. 

Mr. McCarron. The use of the word “unrelated” was in error. It 
is related, of course, since many of the same private groups are in- 
volved but I meant it was not related to the ocean freight financing 
requested here. 

Mr. Passman. The question is asked because of your own statement 
that: 

In addition many of these same private organizations are moving substantial 
quantities of surplus agricultural foods donated under title IIIT of Public Law 
iS0, which authority also provides the financing for the ocean-freight costs on 
these shipments. 

We know in America the farmer today Ae Arp only about 10 
percent of the total population, and he is used as a whipping boy 
because of the surpluses. You have dozens of agencies drawing on 
Public Law 480 commodities, and we are trying to ascertain whether 
or not they are reimbursed for these commodities you are tuking out 
of reserves, and for this freight and related costs. Will you get that 
nformation for us ¢ 

Mr. McCatton. We will be very glad to. 

Mr. Axprews. When you insert the amount, please tell us how you 
urived at the value you el iced on it. 

Mr. McCanon. May I ask whether the committee is interested 
the total CCC eost ? 

Mr. Passman. We want to know the cost to the American tax- 
payer, whether it 1s transportation, interest, or whatever it is. We 
Want the total cost, and we want the American cost, not the world 
market, bee ‘ause We are doing business in U.S. dollars: if we are going 
to keep this in proper context we have to keep it on American cost 
ind not the world market. And we want this information for titles 


land IIT. 


USE OF OCEAN-FREIGHT APPROPRIATION 


Mr. Murreuy. Mr. Chairman, I want to be sure there is no confu- 
sion here, if possible. The money that Mr. McCahon is justifying the 
appropriation of is not used in any shape, form, or manner to trans- 
a any surplus agricultural commodities supplied under any title 

f Public Law 480. The money is used solely to transport gifts by 
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private individuals of food and clothing and other necessities of life 
which are given through either private individuals or private organi- 
zations. 

Mr. Gary. Such as CARE? 

Mr. Murpuy. Such as CARE; and this is used to pay freight costs 
of transporting these private gifts. 

Mr. Passman. I am looking at page 2 of Mr. McCahon’s statement. 
He says: 

On a much smaller scale, they are also finding imaginative uses for raw cotton 
furnished under title II of Public Law 480. 


COST AND AMOUNT OF PUBLIC LAW 480 DONATIONS 


So whatever it is, whether 2 pounds of cotton and a wheelbarrow for 
transportation, we want to know the cost and the amount being pro- 
vided to these agencies out of Public Law 480. 

Mr. Murpiuy. We will be happy to supply that. I just wanted to 
be sure there was no misunderstanding that any part of this appro- 
priation was involved. 

Mr. Anprews. We understand that. 

Mr. PassmMan. Yes. 

Mr. Murenuy. We can supply that, Mr. Chairman. 

(The following information was supplied for the record :) 

During fiscal year 1959, the eligible U.S. voluntary agencies obtained under the 
authority of title IIL of Public Law 480, 1.7 billion pounds of surplus foods 
valued at $190 million. This value is computed at CCC cost. Ocean trans 
portation costs totaling $28.3 million were paid with funds made available under 
title 1f of Public Law 480. The breakdown by commodity and quantity is as 
follows shown in millions of pounds: Flour 862.8; wheat 40.7; milk 443.3; corn- 
meal 276.3; corn 40.2; rice 54.1; and cheese 38.7. 

During fiscal! year 1959 and thus far in fiscal year 1960 raw cotton valued at 
$280,000 has been made available to voluntary agencies under the authority of 
title IL of Publie Law 480. Ocean freight costs totaling $24,000 were paid from 
the same authority to deliver this cotton overseas. 


TOTAL PERSONNEL AND ADMINISTRATIVE COSTS 


Mr. Passman. Of the total money requested, what would be the 
percentage or dollar amount for the personnel cost 4 

Mr. McCanon. You understand, Mr. Chairman, the Government 
does not carry forward any of these programs. It is the private 
agencies that do. Do you mean what the cost to the Government Is! 
~ Mr. Mureny. The money is used exclusively to pay bills for freight. 

Mr. Passman. Now tell us how much personnel is used to administer 
the program, to work up the estimates and make the presentation to 
Congress to get the monev ? 

Mr. McCanon. You are looking at two-thirds of our executive staf 
today. Miss Kain, the other executive, is tending the store this 
morning. 

With 58 cooperating agencies we have many calls and matters that 
need to be covered. 

We have three executives and two secretaries, a staff of five people. 

The total staff is five. 

Mr. Passman. What is it costing to administer the program? 

Mr. Mureny. Can wesupply that for the record ? 
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Mr. Passman. Yes, if you do not have it with you. But, I should 
think you would have that information with you. 

Mr. McCanon. I think we would have to break down what portion 
of the staff time is spent on this program as against the technical 
assistance projects, the resettlement projects, and so forth. 

Mr. Passman. If you will, inform us of the costs for the record. 

Mr. Anprews. Are the salaries paid by ICA? 

Mr. Murrny. Yes, they are a part of the ICA administrative 
expenses, 

(The following information was submitted for the record:) 


Funds appropriated for this purpose under the Mutual Security Act are used 
exclusively to pay ocean freight costs and are administered by the voluntary 
foreign aid staff of ICA. The total administrative cost, including salaries, 
travel, rent, office supplies, ete., for maintaining this staff of five persons is 
SOU.744. It is estimated that the staff time devoted to the administration 
of these ocean freight funds and on activities directly related 
20 percent of the total staff time or roughly $12,000. 


thereto re preselts 


JUSTIFICATION DATA 


Mr. Passman. We shall insert pages 95 and 96 of the justifications 
at this point in the record. 
(The pages follow :) 


OCEAN FREIGHT—VOLUNTARY RELIEF SUPPLIES 


U.S. INTERESTS 


The ocean freight program, by financing the movement overseas of supplies 
donated to American voluntary agencies, facilitates and encourages people-to- 
people gifts from Americans to needy persons abroad. It helps demonstrate the 
concern of individual Americans for people denied the basic necessities of life 
and thereby engenders good will toward the United States. 


PROGRAM OBJECTIVES AND OPERATIONS 


This program, which has been in existence since 1948, provides for the payment 
of ocean transportation costs of relief and rehabilitation supplies shipped by 
approved American nonprofit voluntary agencies in support of their relief 
operations abroad. Approved agencies are those registered with the Advisory 
Committee on Voluntary Foreign Aid of ICA as well as the American Red Cross.’ 
These agencies are supported by voluntary donations of cash and goods in kind 
from the American people. It is estimated that their combined constituencies 
comprise 75 percent of the total U.S. population. They act as a direct channel 
of aid and hence a material expression of good will from the people of America. 

Before expending funds appropriated for this purpose, firm assurances are 
obtained that the goods will be accorded duty-free entry and the costs of inland 
transportation from port of entry to the ultimate point of distribution will be 
borne by the host governments or from other non-U.S. Government sources. 
The American agencies for their part bear the cost of solicitation, processing, 
warehousing, packaging for export, and transportation to U.S. ports plus the 
_ 

Participating agencies include the following: American Friends Service Committee ; 
American Jewish Joint Distribution Committee; American Mission to Greeks ; American- 
Polish National Relief for Poland; American Red Cross; American Relief for Poland; 
Assemblies of God—Foreign Service Committee; Brethren Service Commission: Catholic 
Relief Services—National Catholic Welfare Conference; Chuch World Service; Congrega- 
tional-Christian Service Committee ; Cooperative for American Relief Everywhere (CARE) ; 
Foster Parents’ Plan; Hadassah; Heifer Project ; International Rescue Committee; Iran 
Foundation ; Little House of St. Pantaleon; Lutheran World Relief ; MEDICO ; Mennonite 
Central Committee: Refuge des Petits: Save the Children Federation: Seventh Day 
Adventist Welfare Service; Unitarian Service Committee; World Relief Commission of 
the National Association of Evangelicals, and World University Service 
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salaries and other administrative costs in maintaining field representatives in the | 


countries of reception to supervise distribution. 

The program represents a three-way cooperative arrangement between our 
American voluntary agencies, the U.S. Government, and foreign governments 
with each contributing materially to its success. The U.S. origin of the sup- 
plies is made known through labeling, special posters and literature, as well 
as by personal contacts of the American citizen field representatives of the 
participating voluntary agencies. These field representatives supervise distribu- 
tion and insure that the supplies reach the persons for whom they are intended, 


Program sunmary 


[In thousands ] 
Fiseal year 1959 ss ‘ Sean - ; . $1, 710 
Iestimate, fiscal year 1960 sas eine a : 2, 300 
Proposed, fiscal year 1961__- a a a 7 7 eS » OO) 
] / 
Lit ! ) pro 
| 

Ov n freig} it } ‘ 

Africa and Euro} $500 ERM) 

Far I t j 

| n An ( 2 

l ( 2 

Summar pr 

Weight of relief supplies (pound 6, 994 75. 00) 8 00 

Value of relief supplic S31, S4 $41, 000 S47. 

Econon C assistane 
It 
| Ve oO Ex tures T 

Actual, fisca year 1954 $1.710 SL, 20K 
Cumulative, June 30, 1959 41.816 $1. 32] ¢ 
Estimate, fiscal year 1960 2, 301 2. OOF 
Cumulative, June 30, 1960 44.11 $3. 411 
Estimate, fiscal vear 1961 2 O00 2 100 


ACCOMPLISHMENTS 


During fiscal year 1960 supplies valued at an estimated $41 million will be 
shipped and distributed at a cost to the Government of approximately $2.3 mil- 
lion. Each dollar appropriated for this purpose is multiplied nearly 20 times 
in terms of the value of relief goods delivered. These goods include specifically 
food, clothing, medical and hospital supplies, school supplies, handtools for 
trades and agriculture, and other self-help supplies. A substantial portion of 
these goods are donated in kind without any cash contribution to cover the 
necessary delivery costs to the country of destination. Thus, the provision of 
the missing minor fraction for transportation can be said to create the larger 
value which these gifts delivered overseas represent. 

These same agencies are also moving large quantities of U.S. Department of 
Agriculture surplus commodities into their relief channels abroad. The pay- 
ment of ocean freight charges on these surplus commodities is now funded undef 
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authority of title II, Public Law 480—the Agriculture Trade Development and 
Assistance Act of 1954, as amended. 


PROPOSED FISCAL YEAR 1961 PROGRAM 


The amount of $2 million requested to continue this support in the next fiscal 
year is based on a close review of all relevant factors including the program esti- 
mates submitted by the participating voluntary agencies. The request this year 
represents a decrease of $300,000 from the amount made available for this purpose 
in fiscal year 1960. The benefits of this program now encompass most of the 
friendly nations and areas of the world. Unsettled world conditions, and the 
direct relationship of such conditions to the need for continued aid of this kind, 
emphasizes the importance of continuing to support this people-to-people activity. 


ADMINISTRATIVE EXPENSE 


Mir. Passman. Returning briefly to the administrative expense, we 
want you to include ever ything, that is, the executive staff, the secre- 
tarial staff, the rent, stationery, stamps, transportation, representa- 
tion allowances. We want to know how much, in addition to the $2 
million you are requesting, we will have to spend to get the ultimate 
cost. because you get your salaries out of another _e ition. 

(The information furnished m: iy be found on p. 741. 


APPROPRIATIONS, OBLIGATIONS, AND UNOBLIGATED BALANCES 


How much money have you obligated to date out of the 1960 appro- 
priation 4 

Mr. McCanon. As of the close of business yesterday we had obli- 
gated $2.3 million. 

Mr. Passman. Out of an appropriation of $2 million ? 

Mr. Murrriy. Here, again, last year the C ongress reappropriated 
some unobligated balances of prior years. 

Mr. Passman. In prior years we gave you more money than you 
needed and we reappropriated the unobligated balances ? 

Mr. Murpny. Yes. 

Mr. Passman. What did we appropriate in fiscal year 1959? 

Mr. Mureny. $2.1 million. 

Mr. Passman. And what amount did you have unobligated at the 
end of that fiscal vear / 

Mr. Murrrry. The cumulative unobligated amount was $1,168,000. 
On June 30 of this year it is estimated there will be $500,000 un- 
obligated. 

Mr, Passman. Then, how can you justify a request for an increase ? 

Mr. Murruy. We do not request an increase. We request a de- 
crease, 

Mr. Passman. You are asking for $2 million in new funds? 


REAPPROPRIATION OF UNOBLIGATED BALANCE 


Mr. Murrny. That is right. If the committee or Congress should 
prefer, instead of appropriating $2 million, to reappropriate the 
estimated $500,000 that will be unobligated on June 30 
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Mr. PassmMaAn. In the past this committee has been lenient in going 
along with these small items. But now it seems we should go into 
them more carefully. 

Mr. Murpny. An appropriation of $1.5 million for 1961 would 
force a reduction of $800,000 in the program in 1 year. 

Mr. Passman. We gave you in the past what you asked for, and 
you built up a large surplus. 

Mr. Mureuy. We are happy to turn it back if it is not needed. 
Five hundred thousand dollars is available for lapses. 

Mr. Passman. Nevertheless, you had a surplus. 

Mr. McCanon. Mr. Chairman, could I say a word on that point? 

Mr. Passman. Certainly. 


REASONS FOR UNOBLIGATED BALANCES 


Mr. McCanon. I think this subject we are talking about is con- 
sistent with the testimony we have given to this committee in pre 
vious years. We have emphasized that in this particular program 
there are many variables. 

Mr. Passman. We understand that. 

Mr. McCanown. It is difficult to estimate. The performance up to 
this current fiscal year has been that the agencies have not spent what 
this committee has provided. 


OVERAPPROPRIATION BASED ON OVERSTATEMENTS OF NEEDS 


Mr. Passman. That is right, and I apologize for the error in giving 
you more money than you needed. We have done similarly all across 
the board, and we want to place ourselves in a position of not being 
so accused in the future. 

Mr. McCanon. However, our best judgment as to the current fiscal 
year is that not only the $2.3 million will be needed, but we have indica- 
tions that between now and June 30 we will have to dig into the un- 
obligated balance. 

Mr. Passman. In the past you have overstated your needs and we 
have overappropriated for your needs for several years. Would that 
be a fair statement ? 

Mr. McCanown. I think we have given you our best estimate. 

Mr. Passman. That I know to be true, and we made our best recom- 
mendation for funds; but the fact remains you have overstated your 
needs in prior years, and we have ov erappropriated. 

Mr. McCanon. This is based on our best estimates. 

Mr. Passman. It was based on your best estimates in prior years, 
too; was it not? 

Mr. McCanon. Yes. It is the best estimate of the cooperating pri- 

vate groups and our judgment on those estimates. 

Mr. Passman. But the fact remains that in prior years you have 
overestimated your needs, and we have overappropriated for your 
needs. Weare dealing with unknowns; are we not ‘ 

Mr. McCanon. Exe ept our experience indicates this year we are 
going over. 
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PAYMENT OF FREIGHT CHARGES BY VOLUNTARY AGENCIES 


Mr. PassMan. You say: 


For every appropriated dollar spent on ocean freight, roughly $18 worth of 
these supplies are delivered to needy persons abroad. 

During the past 3 years, the value of these supplies has averaged close to $30 
million annually. 

So, if we should give you a little less money, there is no law to prevent 
those who are making the gifts from paying the freight? There is 
nothing to preclude them from doing it ? 

Mr. McCanon. Most of these are contributions in kind. 

Mr. PassMAn. Some of the contributions are in cash; are they not? 

Mr. McCanon. Yes. 

Mr. Passman. As for every appropriated dollar spent on ocean 
freight $18 worth of supplies are delivered abroad, if we should one 
time recommend funds less than needed, they could take the cash 
contributed and pay the freight; could they not? Rather than lose 
$18 worth of commodities, they could take a dollar from the money 

that has been given to them and pay the freight? If they eer 
elect to do that there is nothing to prevent them from doing it; i 
there ¢ 

Mr. McCanon. No. I would like to call your attention to the state- 
ment in my prepared statement that these voluntary agencies bear 
the full cost for processing in the United States and all costs up to 

and including delivery of the supplies to the U.S. port, which we 
think is a fair share. ‘They are doing something. we are doing some- 
thing, and the host government is doing something. 

Mr. Passman. A lot of American taxpayers think we should 
tighten up on many of these programs. 


RECIPIENT NATIONS 


Do you have a list of the recipient nations ? 

Mr. McCanon. Yes, we do. 

Mr. Passman. Would you like to have that list inserted in the 
record ? 

Mr. McCanon. Yes. A part of my statement is an annex which 
has that information. I believe it has already been made a part of 
the record. 

Mr. Passman. Tf it has not, we should like for it to be made a part 
of the record at this point. 

(The information appears on p. 738.) 


DISTRIBUTION OF VOLUNTARY CONTRIBUTIONS 


These commodities and cash go directly to the individuals and 
nations, or how are they distributed ? 

Mr. McCanon. They go to the U.S. citizen representatives of the 
private groups, who arrange for proper warehousing and oversee the 
distribution in cooperation with the host government. 
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Mr. Passman. Do the host governments have warehouses ? 


Mr. McCanon. The 2¥ have warehouses and people who work closely 
with these private groups, and the U.S. citizen representatives of the 
private groups are responsible for seeing that the goods reach the 


persons for whom they are intended. 


Mr. Passman. But does the host government have paid personnel 


cooperating with the heads of the charitable agencies in carrying out 
the program, as we doin formulating the program ? 

Mr. McCanon. Yes, they do, and in many cases the governments 
are pay ing the tr: ansporti ition costs in their own ne: 

Mr. PASSMAN. If we shoul 1 run out of doll: ars the | host coun try May 
be willing to pay the freight ; do you not think 7 


ULTIMATE OBJECTIVE OF PRIVATE AGENCY PROGRAMS 


Mr. MeCatrionx. That is the ultimate objective. 

Mr. Passman. How close are we to that objective / 

Mr. McCanion. I would say it is pretty far away. 

Mr. Passman. When did vou reach the judement that would be the 
ultimate objective ¢ 

Mr. McCanon. That isthe ultimate objective of these private agency 
programs. They are not in business to help where they are not 
needed. They are working in self-help programs and the ultimate 
objective of this whole program—I am not talking specifically about 
the ocean freight item—but the overall philosophy of American giving 
and our desire to do something for less fortunate people is pegged to 
helping them when they need it and leaving when they are on their 
own feet. 

Mr. Passman. Who will determine when we have reached that 
time ¢ 


Mr. McCanon. I think the voluntary agencies would be the ones | 


to determine that. 

Mr. Passman. In general, the churches in my district, endorse th 
entire program of foreign aid because of the appropriation fol 
UNICEF. If you read the same books and papers T read, you shoul 
be frightened about what our oe is facing in the future. | 

‘annot imagine these agencies being in a particular hurry to get t 
the aon of saying, “We want to pay our own money for this freight.” 
But I do think it is time we try to see if we cannot relieve the Ameri- 
can taxpayer of some of the burden. 

I wonder if you would get us a brief statement for the record a 
to when you think this ultimate objective can be accomplished 7 

Mr. McCanon. To do that on a worldwide basis would be very 
difficult. 

Mr. Passman. I do not care if it is on a worldwide basis. If you 
cannot get the information for us this year, we shall put it in the 
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record next year. Mr. Dillon said some of these programs might 
co on for 50 years; before the committee he said maybe 20 years. If 
this program will go on for 20 years, tell us that. I think we are 
entitled to receive the information. 

Mr. McCanion. We shall be very glad to consult with the private 
eroups and ask if they can submit that. 

Mr. Passman. Thank you very much. 

(The following statement was submitted for the record :) 


OCEAN FREIGHT CHARGES—( VOLUNTARY FOREIGN AID) 


As indicated in the above testimony, the cooperating voluntary agencies will 
be consulted in this regard with a view to obtaining their considered reaction, 
which will be furnished at a later date. 

As stated in the executive branch presentation, this program is looked upon 
as a useful supplement to the programs of Government; one which at relatively 
low cost in appropriated funds has a multiplier effect in terms of the supplies de- 
livered abroad and the good will for the United States which it generates as a 
material expression of the concern of our American citizenry for the less fortu- 
nite. At the same time, the executive branch favors an orderly withdrawal 
and termination of the ocean freight subsidy when circumstances make this 
possible. In this regard, such terminations have occurred in the following 
countries: Belgium, United Kingdom, Norway, Netherlands, and Germany. As 
circumstances warrant, similar withdrawals in other countries are contemplated. 

A reduction or complete termination of Government appropriations for ocean 
freight would not in our view result in abandonment of these humanitarian 
activities by the American people. Such action would, however, most certainly 
act as a deterrent to discourage and reduce the volume and extent of this private 
assistance. The question to be decided is whether it is in the best interests of 
the United States to withdraw its encouragement of these activities. 


The ex- 
ecutive branch holds that it is not. 


TOTAL RELIEF EXPORTS OF VOLUNTARY AGENCIES 


Mr. Passman. How many countries will receive supplies ? 

Mr. McCanon, Fifty-seven countries. Some are rather small pro- 
grams. 

Mr. Passman. Is that an increase or decrease as compared with 
previous programs ¢ 

Mr. McCanon. This is an increase. There are a number of coun- 
tries in the African region that have been opened up and we think, 
ind the voluntary private groups do too, there is a need for help in 
that very Interesting area. 
Mr. Passman. Provide for the record a list of the classes of self- 
help supplies and the value of each class. 

Mr. McCanton. We will be glad to. 

(The following information was submitted for the record :) 


Set forth below are two 6-month tabulations covering the 12-month period 
ending June 380, 1959, which show by country and by category the total relief 
exports as recorded by registered voluntary agencies with the Advisory Com- 
littee on Voluntary Foreign Aid. Ocean freight costs were paid on supplies 
shipped to the countries indicated by asterisks. In the countries and areas 
hot so checked these freight costs were financed from other than U.S 
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REDUCTION IN NUMBER OF POUNDS SHIIPPED 


Mr. Passman. I note on page 95 that the total pounds of supplies 
to be delivered is down by approximately 20 percent but the value is 
up by $6 million. Could you comment on that situation 4 

Mr. McCanon. Yes. “I think that is a very interesting develop- 
ment and IT think the conclusion is that although they are shipping 
less quantitatively the value of the commodities has increased so that 
we are getting more for less money in terms of ocean freight. Sub- 
stantial quantities of surplus foods are being sent in. This means they 
do not have to « _ entrate so much on getting donations of food from 
private sources, but they are doing more in terms of clothing, medical 
supplies, and tools, which usually run a little lower in terms of ocean 
freight, drugs, for example. 

Mr. Passman. I understand: I am in a business where we have 
probably 40 different rates applying to what we move. But on ac- 
count of more clothing being shipped, the rate per pound would 
decline ? 

Mr. McCanon. Yes. 

Mr. Passman. That rate decline and the fact that you will move 20 
percent fewer pounds would certainly justify this committee in giv- 
ing some thought to reducing your request : would it not 

Mr. McCauon. I think our request is sound. 

Mr. Passman. A lower rate and 20 percent fewer pounds, the two 
are not consistent with the request. 

Mr. McCatton. The amount was estimated with this in mind, of 
course. 

Mr. Passman. It follows, nevertheless, that you will move commod- 
ities which take a lower freight rate and you will reduce the number of 
pounds by 20 percent. When you put the two together it follows there 
should be a lower request. 


Mr. Passman. Mr. Andrews? 
SHIPPING LINES USED FOR TRANSPORTATION 


Mr. Anprews. What information do you have about the use of 
American ships or foreign ships in the transportation of these articles ! 

Mr. McCanon. These shipments of the private agencies, as you 
undoubtedly are aware, are not subject. to the 50-50 shipping law. but 
in fact the performance of the agencies over the last 5 years or more 
has shown that they themselves as a matter of good business have 
shipped more than 50 percent on U.S. ships. 

Mr. Anprews. That is all. 


BASIS FOR AMOUNT OF REQUEST 


Mr. Gary. Do you have any explanation of why, with the lesser 
freight rates on the commodities being shipped and the decrease in 
pounds of commodities shipped, that you are still asking for this 
amount / 

Mr. McCanon. Actually, sir, the estimate that the agencies sub- 
mitted to us for fiscal year 1961 is considerably larger than the 52 
million that is being requested. We looked at this in terms of past 
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experience, to which the chairman has referred. We looked at it in 
terms of past experience and performance and reduced it to this $2 
million request. 

You must bear in mind that at the time we do this exercise of trying 
to determine what will be needed, that was last fall, and, as I men- 
tioned, there are many variables which cannot be predicted, but we do 
know that in this current fiscal year their performance is well above 
that of the previous vear. They had to service very substantial nat- 
ural disasters in Japan, Korea, and Taiwan, and ps recently the 
earthquake and tidal wave which leveled the city of Agadir in Mo- 
rocco. They make these supplies available promptly < emergency 
needs. That means they bring in replacements for these supplies. 
That is what I mean when I say it is difficult to plan ahead and to 
be precise and to give assurance to this committee as to exactly what 
will be spent in any given year. 

Mr. Passman. As good Americans—and I know you are good Amer- 
icans, doing your job well—you would expect this committee, and all 
other committees of the Congress, to seek information in order to 
understand these requests. And because this request is relatively 
small, that would not justify this committee in not going into detail 
as to how to bring the overall program of foreign aid under as much 
control as possible for a program of this magnitude. 

[ should like to thank vou for your forthr ight statement. 

Mr. McCanon. Thank you. 

Mr. Passman. And I want to indicate again for the record that in 
prior years you have overstated your needs, and the committee is just 
as guilty of overappropriating for your requirements. But we must 
go by some record somewhere: and when we refer to page 95 of the 
justifications, it is clear you have indicated that you are going to move 
more clothing, which would require fewer dollars per pound; and by 
the same token, where you estimated 75,000 pounds last year, when 
you made up the justification book it had been reduced to 58,000 
pounds. 

Now, if we are going to have the witnesses come before the committee 
and say certain things transpired between the time you made up the 
justifications and now, there would not be much purpose in going into 
these matters as we do. 

[ assure you you have a fair committee here. We do not always 
agree, but we disagree without being disagreeable: and the committee 
will arrive at what you need by your own statements, and by the statis- 
tics which you have furnished to us, and by the experience we have 
had of overappropriating in the past. 


COMPARATIVE FREIGHT RATES 


Mr. McCanton. One footnote on this very question of computing our 
requests. As you are undoubtedly aware, freight rates are on the 
upswing. There have been increases in freight rates during the current 
year. This is another element of cost, a practical one, which we have 
to take into consideration. 

Mr. Passman. Will you provide for the record a statement of what 
the freight rates have been in the past 5 years on commodities involved, 
so we can see whether this freight rate has been gradually upward, 
or not / 
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Mr. McCanon. Yes, sir. 

(The following information was submitted for the record:) 

In this program the cooperating voluntary agencies arrange for their own 
shipping. The following information responsive to the committee’s request has 


been supplied by the chairman of the Shipping and Purchasing Committee of the 
American Council of Voluntary Agencies for Foreign Service: 


Comparative average freight rate per ton as of Apr. 1, 1955, and Apr. 1, 1960, 
computed on the basis of types of supplies normally shipped and typical ports 
of entry abroad 


Mr. Passman. Thank you for appearing before the committee. 
Mr. McCanon. Thank you. 


Tuurspay, Marcu 31, 1960. 
ATOMS FOR PEACE 
WITNESSES 


PHILIP J. FARLEY, SPECIAL ASSISTANT TO THE SECRETARY FOR 
DISARMAMENT AND ATOMIC ENERGY, DEPARTMENT OF STATE 

WILLIAM A. CHAPIN, OFFICE OF THE SPECIAL ASSISTANT TO THE 
SECRETARY FOR DISARMAMENT AND ATOMIC ENERGY 

CHARLES W. THOMAS, OFFICE OF INTERNATIONAL ADMINISTRA- 
TION 

JOHN E. MURPHY, INSPECTOR GENERAL AND COMPTROLLER, 
MUTUAL SECURITY 

T. ROBERT BRUSKIN, REGIONAL COORDINATOR, OFFICE OF THE 
DEPUTY COORDINATOR FOR MUTUAL SECURITY, DEPARTMENT 
OF STATE; AND 

THOMAS JONES, ASSISTANT DIRECTOR FOR ADMINISTRATION 

EDWARD H. SCHNEIDER, BUDGET AND FISCAL OFFICER, ATOMIC 
ENERGY COMMISSION 

EDWARD F. TENNANT, ASSISTANT DEPUTY DIRECTOR, CONTROLLER 

JAMES C. MEEM, CHIEF, NUCLEAR ENERGY STAFF 

ADAM SMITH, PROJECT MANAGER, INDUSTRIAL TRAINING DIVI- 
SION, INTERNATIONAL COOPERATION ADMINISTRATION 


Mr. Passman. The committee will come to order. 

We shall consider this morning the request for appropriations for 
the atoms for peace program. 

I should like for the record to show that 10 witnesses are present. 

On behalf of the entire subcommittee, I want to say that we regret 
very much the passing of our esteemed and very able friend, Commis- 
sioner Vance. 

He was a dedicated public official. The committee will miss his wise 
counsel, and I am sure that the Atomic Energy Commission shares 
those views. 
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Mr. Vance was one high Government official who could work with 
both sides of the table. I shall never forget in 1958, and again in 1959, 
I asked the distinguisher Commissioner this question : 

Would you approve if this committee and the Congress should appropriate 
money for all departments, in the amount of $74 billion a year, on the basis 
of the type of justifications you have made this morning? Would you not 
feel a bit uncertain if we did not require agencies to justify their programs? 

Mr. VANCE. Yes, sir. You are very right. 

Do you have a statement to make, Mr. Farley ? 

Mr. Farry. Yes, sir. 

Mr. PAssman. Proceed in your own way. 


GENERAL STATEMENT 


Mr. Fartey. The sum proposed for the fiscal year 1961 Atoms for 
Peace program is $3,400,000, which is slightly less than the amount. 
appropriated for the current fiscal year. The request is broken down 
into the same five categories that have been used for the past 2 years. 
These are: (1) Research reactor grants, (2) equipment grants, (3) 
survey and development assistance, (4) support of the operational 
budget of the International Atomic E nergy Agency (IAEA), and 

(5) fellowships for the IAEA for training in “nuclear science and 
technology in the United States. 

I shall describe these programs briefly, indicating the estimated 
amount which it is proposed to apply to each. 

At the outset, however, I would like to state that the Atomic Energy 
Commission and the Department of State believe that the projects 
and services supported by the section 419 funds have made, and will 
continue to make, significant contributions to this country’s program 
of international cooperation in the field of advancing the peaceful 
uses of nuclear energy. 

The estimates are based on two criteria: (1) Maximizing benefits 
to the countries and international organizations affected, and (2) the 

value of these programs in sustaining the world leadership of the 
United States in nuclear energy development. I shall highlight these 
contributions as we discuss each item. 

TI might say that I am completely in your hands, and if you wish 
to discuss the items as we go through this 

Mr. Passman. It might “be better for you to complete your state- 
ment, and then we shall have certain questions to ask. 





RESEARCH REACTOR GRANTS——$ 350.000 


Mr. Fartey. Because we believe that most of the countries that can 
do so have taken advantage of the U.S. offer of financial assist- 
ance in acquiring reactor facilities, this program is being terminated. 

To provide a set date for terminating this offer, first made in 1955, a 
deadline of July 1, 1960, has been set * for receipt of further requests 
for grants under this program. 

Nineteen grants of $350,000 each have been made to date. Currently, 
We are processing the applications of Turkey and Iran. 

We also expect that, prior to the July 1, 1960, deadline, at least 
one more meritorious application for a reactor grant will come in and, 





therefore, have included $350,000 for this item in the 1961 budget. If 
more than one application qualifies for approval as a result of setting 
the termination date, it may be necesasry to seek additional funds in 
1962 to terminate the program. 

Interest in research reactor assistance has been noted in Chile, Indo- 
nesia, Pakistan, and Yugoslavia. 

Requests for reactor grants received after June 30, 1960, will be 
considered on a competitive basis with all other aid proposals for the 
particular country concerned and, if approved, would be funded from 
the regular country program funds of the mutual security appropria- 
tions. 

The research reactor grant program is provading a stimulus to a 
number of countries by promoting tr: uning, research, and application 
of the peace ful uses of the atom. We are a inning to get reports of 
work in progress from the four ‘ ‘orant” reactors that now are in full 
operation. 

These reactors are located in Brazil, Italy, Spain, and West Ger- 
many. By this time next year, eli of the other 19 reactors for which 
grants have been committed will be in operation, 

EQUIPMENT GRANTS—$1 


»50.000 


These grants make it possib le for a frie ndly country to procure lab- 
oratory equipment, subcritical assembles for basic training, teletherapy 
machines for medical centers, or other items such as gamma irradia- 
tion apparatus for work in applications of nuclear energy to agricul- 
ture, and constitute an important contribution to peaceful uses pro- 
grams. 

In the 1960 fiscal year, we are proposing a grant of $190,000 to Tur- 
key to provide fuel for a suberitcal assembly to be placed at the Uni- 
versity of Ankara and several cobalt-60 teletherapy machines to be 
used at medical centers in that country. Projects from other countries 
are still under review. 

The International Atomic Energy Agency also is receiving meri- 
torious requests for this type of assistance. The United States, at the 
Third [AEA Conference last fall, pledged financial assistance to the 
Agency for support of equipment grants. Accordingly, the U.S. Mis- 
sion to the [AEA has been authorized to place $200 000 at the disposal 
of the IAEA for this purpose. 


SYMPOSIA AND SURVEYS——$350,.000 


Allotments in this program have made possible the highly successful 
Inter-American Symposia on peaceful applications of nue lear energy, 
strong U.S. representation in other technical international meetings, 
and the use, on request, of U.S. experts to individual countries on 
survey-type assignments. 

In the 1960 fiscal year, we are planning an allocation of $50,000 for 
the third Inter-American Symposium, to be held in Brazil in early 
summer; U.S. participation was provided at specialized meetings such 
as the one sponsored by the IAEA and UNESCO at Saclay, France, 
on science education and training, and by the TAEA at Warsaw in 
November on industrial uses of large sources of radiation. 
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In response to requests, in the current fiscal year experts have been 
sent on technical missions to Germany, Iran, Lebanon, seven Latin 
American countries, and Yugoslavia. The reports we have on these 
missions and the continuing flow of requests is further recognition 
of the prestige and leadership of the United States. We expect that 
this activity will increase and are requesting that $350,000 be author- 
ized for its continuation. 


CONTRIBUTIONS TO THE IAEA OPERATING BUDGET $750,000 


A major U.S. policy announcement made at the IAEA General 
Conference in September 1959 was that the Agency had progressed 
to the point where the United States would use it more and more as 
a means to channel its assistance in the international cooperation pro- 
gram, particularly for underdeveloped areas. 

Consonant with that policy, the United States pledged its support 
to several programs which are financed in whole or in part through 
the Agency’s operational budget. Among these are expansion of 
technical assistance, giving priority to waste disposal problems in 
the Ageney health and safety programs, and increased efforts in 
nuclear research and ene applications. 

The administrative budget of the Agency is made up of assessments 
of the 70 members. It amounts to $5,800,000 for the 1960 calendar 
year. ‘This budget does not, however, provide for all of the technical 
assistance efforts of the LAE.A. The majority of the Agency's tech- 
nical programs are funded through the operational budget made up 
of voluntary contributions. The annual goal of this budget is $1,500,- 
000. The United States contributes half of this amount in the fol- 
lowing manner: $500,000 is pledged outright: another $250,000. is 
made available to match contributions paid in by member states 
after the $1 million mark is reached. 

We are proposing that the United States continue this support. 
The contributions of other nations are increasing, and for us to do 
less would be damaging to U.S. leadership in the Agency. 


U.S. FELLOWSHIPS FOR THE IAEA $7T00.000 


An outstanding success of the TAEA has been its fellowship pro- 
gram. The Agency received more than 800 applications in 1958 and 
1959. The large preference for training in the United States 1s 
another tribute to our leadership in the nuclear field. 

We have made 120 fellowships available to the LAEA and the 
U.S. mission has been authorized to offer an additional 80. The fiscal] 
year 1961 request is for the continuation of this program. 

To date, 107 of the fellowships provided by the United States for 
training in this country have been aw: arded. Thirteen have com- 
pleted their work and returned to their respective countries. Eighty- 
three now are pursuing their studies, and 11 more have not yet arrived. 
Ninety-six received or will receive all or a part of their training at 
Commission installations. Thirteen of the 51 graduate scientists and 
engineers enrolled in the current session of the International Institute 
of Nuclear Science and Engineering at the Commission’s Argonne 
National Laboratory are IAEA fellows. 
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The fellowship program is administered by the National Academy 
of Sciences with funds provided through the request now before you. 

It is our belief that the solid accomplishments to date of the pro- 
grams funded through section 419 of the mutual security appropria- 
tion constitute the best justification for their continuance at the level 
we are proposing. These funds provide the basis for continued US. 
leadership in the global atoms-for-peace effort—an effort that con- 
tributes significantly to the achievement of our foreign policy goal— 
world peace and security. 

I am ready to answer questions that you may have concerning these 
programs. 

WITNESSES TO JUSTIFY REQUESTS 


Mr. Passwan. Thank vou very much, Mr. Farley. Does your posi- 
tion rank with or above that of 2 Commissioner of the Atomic Energy 
(Commission ? 

Mr. Fartey. I believe my position ranks beneath that position. 

Mr. Passman. In the past, I think that every vear we have had a 
Commissioner who came to justify this request. Has Mr. Vance’s 
successor been appointed ? 

Mr. Faritry. He was appointed quite recently an. was confirmed, 
IT believe, earlier this month. This is Mr. Robert. Wilson. 

Mr. Passman. Has he assumed his duties? 

Mr. Fartry. Yes, he has just assumed his duties this month. 

Mr. Passman. Is there any reason why he could not have appeared 
hefore the committee ? 

Mr. Fartry. I think, Mr. Chairman, it was the hope that since I 
had been connected Ww th t] 1e cine for some time. I could perhaps 
answer your questions better. 

Mr. Passwan. We are always glad to have vou here, and we are 
proud of you: but if we continue in this way, they might be attempt- 
ing to justify this mutual security program by correspondence, rather 
than by appearances 

We should like for the record to show why these 10 witnesses are 
‘re, minus the Commissioner, as against 5 witnesses last year, plus 

‘Commissioner, 

oD; is has been one program where there has been a lot of admission 
that it was poorly administered. They overstated their needs, and 
they wound up with a lot of money. Actually, it was somewhat em- 
barrassin a TO the committee and to the witnesses when they ende: aAv- 
ored to justify this. 

We know vou will he ahle to answer the questions, hecause you have 
been a witness here before. 


OVERAPPROPRIATIONS BASED ON OVERSTATEMENT OF NEEDS 


You stated here that the sum proposed for the fiscal vear 1961 atoms 
for neace program is $3,400.000, which is slightly less than the amount 
appropriated for the current fiscal vear. 

Ts it not true that the new appropriation for the current fiscal year 
was $1.500,000 ? 

Mr. Farry. That is true. The balance was a reappropriation, the 
funds not used in the previous appropriation. 
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Mr. Passman. One year’s funds, which would have lapsed if we 
had not reappropriated ? 

Mr. Fartey. That is right. 

Mr. Passman. Would that fact indicate that you overstated your 
request in the previous year 4 

Mr. Fartey. I think that is the 

Mr. Passman. The committee is just as guilty, because we recom- 
mended an amount larger than you were able to utilize; is that a fair 
statement? Otherwise you would not have had the extra money. 

Mr. Fartey. I would not want to put the blame on the committee. 

Mr. PassMman. You overstated your request and we overfunded. 
Therefore, you had this money which would have lapsed if we had 
not reappropriated it ? 

Mr. Fartey. That is 2 years ago; that is correct: I think we have 
tried to learn from that experience. 

Mr. Passman. Or last year. 

Mr. Murry. He means the request was 2 years ago. 

Mr. Passman. Iam speaking of obligations. 

Mr. Murrny. It was last year, the year of obligation. 

Mr. Passman. It would have lapsed if we had not reappropriated it ? 

Mr. Murrny. That is correct. 

Mr. Passman. You had the $1,500,000 last year, plus the money in 
excess of your prior requirements that. would have lapsed. This 
vear you are asking for $3,400,000. 





BASIS OF REQUEST FOR NEW FUNDS 


What has transpired in such a brief period that would place this 
program where you could utilize the amount you have overrequested 
in the prior year and the new appropriation, to jump this up to $3.4 
million in new funds? 

Mr. Fartey. I think the primary difference, Mr. Chairman, is with 
the adjustments ae speak of during the hearing last year. We have 
a figure which we believe is what will be obligated this year and for 
the needs we anticipate next year we will require the new funds which 
are Prope sed here. 

Mr. Passman. Did you testify similarly 2 years ago when you re- 
quested funds? Did you make just about the same case the year we 
gave you too much money ? 

Mr. Farry. I think we said at that time that we were forecasting 
in particular requests for research reactor grants on the basis of very 
poor evidence. I think we have a more solid estimate this time. 

Mr. Passman. There is no forecasting in this? Is this documented 
as to the need; or are we not going a little bit far afield with new 
agencies and new departments? 

Mr. Faruey. It still represents forecasting but. it represents fore- 
casting now on the basis of several years experience and much closer 
contact with the programs of other countries where the needs will 
arise. 

Mr. Passman. You have the same personnel who worked up these 

justifications that you had in prior years? 

Mr. Farry. Essentially the same, yes. 

Mr. Passman. Thank you. 
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JUSTIFICATION MATERIAL 


We shall insert justification pages 85, 86, and 87. 
(The pages follow :) 
ATOMS FOR PEACE 


DESCRIPTION AND OBJECTIVES OF PROGRAM 


The objective of the atoms-for-peace program is to encourage friendly nations, 
particularly the poor ones, to develop programs in the peaceful uses of atomic 
energy consistent with their resources. American assistance may be given di- 
rectly, through international consultation or through regional atomic energy 
organizations. 

Assistance under this program originally consisted of the provision for the 
training of foreign nationals in the United States under the technical coopera- 
tion program. ‘The program was expanded to carry out President Eisenliower’s 
offer of June 1955 to assist friendly nations in acquiring research reactors. 
More recently it was expanded further to provide equipment of a more modest 
nature than reactors, such as subcritical assemblies and various medical facili- 
ties, surveys of friendly nations’ atomic energy programs and resources, sup 
port of symposia and conferences in the field of atomie energy and contributions 
to the International Atomic Energy Agency's (IAEA) operational budget and 
scholarship program, 

U.S. INTERESTS 


Assistance given under this program 
and engineering prestige 
Soviet Union. 


helps to maintain American scientific 
at a time when it is being strongly challenged by the 
It contirms statements by the President expressing our wish to 
see the peaceful potential of the atoms exploited for the benefit of all mankind. 
Furthermore, it is believed that our strong encouragement of such organizations 
as the LAEA will do much to prevent the misuse of atomic energy. 


ACCOMPLISHMENTS OF THE PROGRAM 


Under the atoms-for-peace program the United States has obligated funds for 
19 research reactor grants to Brazil, Denmark, West Germany, Greece. Israel, 
Italy, Japan, the Netherlands, Portugal, Spain, Sweden, Venezuela, Belgium, 
Norway, China, Austria, Korea, Thailand, and Vietnam ($6,650,000). 

Four reactors acquired in part through these grants are in operation and a 
number are due to be completed during 1960. A deadline of June 30, 1960, has 
been set for receipt of new grant applications under this section of the Mutual 
Security Act. Most of the nations that can take advantage of this assistance 
have by now done so. 

Program summary 


[In thousands] 
Fiscal year 1959 


. Peel tale chiaky $3, 449 
Estimated, fiscal year 1960 be 3, 600 
Proposed, fiscal year 1961 peace, ares >, 400 


Detail of program—proposed fiscal year 1961 program 


{In thousands] 
Foreign research reactors ean aes 
Equipment grants Be Se a ia 2 ee Ba 1, 250 
Symposia and surveys ; ee : Ss m 300 
Contributions to the LAE A_ Aeetdios es TOO 


Scholarship programs- en en ee eee ra eae. 700 
MIN caps oe a ae a : : F E 3. 400 
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Economic assistance 


In thousands] 





Obligations | Expenditures! Unliquidated 
Actual fiscal year 1959 $3, 449 $1, 938 | 
Cumulative June 30, 1959 10, 285 2 354 $7 93] 
| te fiscal year 1960 ‘ | 3, H00 § SOO 
Cumulative June 30, 1960 7 13, 885 | 5, S54 &, O31 
Estimate fiscal year 1961 | 3,400 | 5 Ooo 


Numerous surveys of national atomic energy programs and resources have 
been conducted by the Atomic Energy Commission or by U.S. scientists under 
jovernment contract in Latin America, Asia, and Europe. Such surveys have 
been helpful to other governments in planning their atomic energy programs. 

Equipment grants consisting of radiation therapy units, subcritical assemblies 
aud nuclear training aids have been made to 16 countries in Latin America, Asia, 
and Europe. 

The United States also contributed $500,000 to the IAEA’s operating budget 
for the calendar years 1959 and 1960 and in each case offered to pledge an 
additional $250,000 on a matching basis after the $500,000 contribution had 
been Inet by other countries. It is hoped that the TAEA’s operating budget will 
perinit it, to an increasing degree, to take over functions now being assumed 
by the United States on a bilateral basis such as surveys of member state pro- 
grams, providing expert consultants, and equipment grants. (See (d) below.) 


PROPOSED PROGRAM FOR FISCAL YEAR 1961 


(a) Foreign Research Reactors—One reactor grant, $350,000.—While only one 
request for a reactor grant is currently anticipated in fiscal year 1961, a larger 
number of requests may be received as a result of the decision to terminate the 
research reactor grant program on June 30, 1960. If it is not possible to 
finance all approved requests from the atoms-for-peace budget for fiscal year 
1961, additional funds may be requested in fiscal year 1962. 

(b) Equipment grants, $1, 250,000.—The equipment grant program is designed 
to provide integrated assistance for specific programs consisting of laboratory, 
teaching, and field equipment to institutions in friendly countries to improve 
training in basic and applied nuclear science and technology, enlarge nuclear 
therapy and research facilities in hospitals and medical centers, and encourage 
the agricultural applications of nuclear energy. 

(¢) Symposia and surveys, $350,000.—This activity is designed to provide: 
(1) Consultant and advisory services to friendly foreign countries and interna- 
tional organizations in all aspects of the peaceful uses of atomic energy; (2) 
financial support and assistance for symposia sponsored or jointly sponsored by 
the IAEA or other international or regional organizations similar to those at 
Brookhaven, Buenos Aires, Puerto Rico, and the one planned for Brazil for 1960; 
(3) funds for the donation of a modest number of professional level nuclear 
training films to friendly foreign Countries. 

(d) Contributions to the [AEA—For the IAEA’s 1961 operating budget, the 
United States plans to continue the level of support provided during the past 2 
years—the $500,000 principal sum and $250,000 on a 50-percent matching basis 
after other members have pledged $500,000. It is believed that activities 
financed by these contributions will increase the IAEA’s prestige and capacity to 
encourage further development of peaceful uses of nuclear energy and permit it 
to assume responsibility for carrying out some of the assistance now being given 
under the bilateral program. 

The U.S. contribution to the IAEA operating budget of the TAKA for calendar 
year 1959 was $561,000 or 50 percent of the total. Other major contributors to 
the calendar year 1959 fund were: U.S.S.R., $125,000 (tied to use in the 
US.S.R.) ; United Kingdom, $125,000; Canada, $50,000; France, $35,000; Japan 
and Germany, $20,000. 

The United States offer for the calendar year 1960 budget is the same as in 
calendar year 1959—a contribution of $500,000 and an additional $250,000 on a 50 
percent matching basis after other members have pledged $500,000. The con 
tributions of other members as of this writing are incomplete. However, the 
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United Kingdom and Canada repeated last year’s offer. Germany and Japan 
raised their contributions respectively to $40,000 and $22,000 and France of- 
fered $30,000. The U.S.S.R. has not yet made its pledge. 

In addition to the U.S. contribution to the IAEA operating budget, the U.S. 
contribution to the IAEA regular administrative budget for calendar year 1960 
(fiscal year 1961) is 32.51 percent of $5,843,000 or $1,899,560. The U.S.S.R.'s 
assessment is 12.64 percent or $738,555. 

(ce) Scholarship program.—In order to provide educational opportunities in 
atomic energy and also to offer free world students an alternative to training in 
the U.S.S.R. the American representatives stated at the IAEA Board of 
Governors meeting in Vienna in January 1958 that scholarships would be made 
available for training in atomic science in the United States. The scholarship 
program is administered by the National Academy of Sciences under a contract 
with ICA, The contract was initially made to cover the 1958-59 and 1959-60 
academic years and was funded with $840,000 of fiscal year 1958 atoms-for-peace 
funds. In fiscal year 1961 an additional $700,000 is required during the 1960-61 
academic year for about 100 scholarships. 


RELATED ACTIVITIES IN ICA’S COUNTRY TECHNICAL PROGRAM NOT INCLUDED IN THE 
ATOMS-FOR-PEACE BUDGET 


Training of foreign nationals.—The central purpose of ICA’s sponsorship of 
training for foreign nations in the peaceful uses of atomic energy is to enable 
them to carry out key assignments in the economic development of their own 
countries. The training in this field is being financed under the technical co- 
operation program, which affords opportunities to qualified foreign engineers 
and scientists to come to the United States for training in one of the many areas 
of nuclear technology. 

Training opportunities are provided in Government and private installations 
in the nuclear energy field. Tailored programs are also arranged for industrial 
representatives, Government officials, university professors, and medical experts 
to visit appropriate installations related to atomic energy in their respective 
fields. 

It is contemplated that the following amounts will be utilized for technical 
cooperation programs in fiscal year 1961 for the general purposes of training in 
the field of peaceful uses of atomic energy : 


Near East and south Asia 
Europe and Africa_. 
Latin America ; 
Par Dast.......... owe 


$169, 000 
86, 000 
91, 000 
29, 000 


Total_- 566, 000 


ALLOCATION OF 1960 FUNDS 


Mr. Passman. How much have you allocated in fiscal year 1960 
to each of the five programs for which you are requesting funds for 
fiscal year 1961? 

Mr. Farry. First, we have not obligated as yet—— 

Mr. Mureny. He said “allocated.” 

How much have you approved ? 

Mr. Fartey. We have as yet allocated funds for research reactors 
in 1960— , 

Mr. Passman. How much is that? 

Mr. Fartey. That was $1,050,000. 

Mr. Passman. What date are you using on that ? 

Mr. Murreny. Today ? 

Mr. Farry. I was speaking of the situation as of now. 

Mr. Passman. You had $1,050,000 in that program which was not 
allocated 4 
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Mr. Farzey. I was saying we have not allocated to a specific re- 
actor project. 

Mr. PassMan. In the amount of $1,050,000 ¢ 

Mr. Fartey. That is correct. 


UNOBLIGATED BALANCES 


Mr. PassMan. Would it follow that the same amount would be 
unobligated as of this date ? 

Mr. Murpuy. The answer is “ Yes.” 

Mr. Passman. Is that right or not? 

Mr. Mcurpnuy. If it has not been allocated and approved, we could 
not have entered into an agreement. 

Mr. Passman. What is the total amount of unobligated funds in 
the overall program ¢ 

Mr. Fartry. Can you answer that / 

Mr. Murruy. The obligations as of the end of February—which 
are the latest dates we have, today being the last day of March and 
we do not have the March reports yet—were $800,000 out of the 
$3.600 000. 

Mr. Passman. That makes it confusing enough. You have 
$1,050,000 unallocated and it would naturally follow that would be 
unobligated but when you get to the total obligation, then it drops 
down to $800,000. 

Mr. Murruy. That is right; which means that there is $2.8 million 
not obligated which includes the $1,050,000 for the reactor. 

Mr. Passman. Is any of this $2.8 million in prior year funds un- 
obligated as of February ’ 

Mr. Murrny. No, current year money, Mr. Chairman. The 1960 
money of $3.6 million as of F ebruary 28 is $2.8 million unobligated. 

Mr. Passman. That follows, which means that you have obli- 
rated 

Mr. Murrnry. $800,000. 

Mr. Passman. Out of prior year funds? 

Mr. Murrny. No, sir. We cannot say out of prior year funds. 

Mr. Passman. You say in the beginning of your statement that 
vou had $3,400,000, which was $1.5 million plus the reappropriation. 

Mr. Murruy. We do not, Mr. Chairman. These get merged. 

Mr. Passman. I know, but I am going to keep them separated for 
the record, because vou have a new appropriation plus a reappropria- 
tion for funds you did not require, and the committee authorized 
those funds to be reappropriated. Out of the $3.4 million, on Febru 
ary 28 you had $2.8 million unobligated 4 

Mr. Murriy. Correction ; $3.6 million. 

Mr. Passman. Let us get that straight. 

The statement says $3.4 million. 

Mr. Murrny. That is for 1961. 

Mr. Fartry. That is for next year. 

Mr. Murrny. I would say this: If you want to treat it on a first-in. 
first-out basis, your point is right. Two million one hundred thousand 
dollars of old money reappropriated, there is $800,000 of that obligated 
and $1.3 million of it is unobligated. In addition, the brand new 
money of $1.5 million would make a total of $2.8 million. 
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Mr. Passman. On February 28 it was $2.8 million unobligated, 
unalloeated 4 

Mr. Murrny. Yes, sir. 

Mr. Gary. How much did you have for this fiseal year / 

Mr. Mcurrny. We had a total of $3.6 million, which consisted of 
new appropriations of $1.5 million, and the reappropriation of $2.1 
mullion. 

Mr. Chairman, there is one correction here, You sald unobligated 
and unallocated, $2.8 million. That is not exactly correct. The 
$1,050,000 for the reactors is both unobligated and unallocated. Out 
of the $3.6 million, allocations of $1.6 million have been made and 
$800,000 of that had been obligated, so that there is $800,000 allocated 
but not yet obligated. 

Mr. Passman. I thought you said earlier you could not allocate 
until you had obligated 4 

What amount did you have on hand unobligated as of February 28? 

Mr. Murpny. $2.8 million. 

Mr. Anprews. Of that $2.8 million you have allocated $800,000 ? 

Mr. Murrpiuy. Yes, sir. 

Mr. Anprews. So as of the first of February you had unattached— 
let us put it that way—S$2 million 4 

Mr. Murruy. That is correct. 


ANTICIPATED OBLIGATIONS AS OF JULY 1, 1960 


Mr. Anprews. How much of that do you anticipate will be spent, 
either obligated or allocated, or whatever you want to call it, by the 
first of July ¢ 

Mr. Fartry. Could I speak to that ? 

Mr. PassmMan. Certainly. 

Mr. Fartry. We had anticipated that the full $38.6 million would 
be allocated by the first of July. 

Mr. Passman. You would have spent it all by the first of July? 

Mr. Farney. Yes, sir. 

Mr. Anprews. As of the first of February, you had not spent $2 
million of it? 

Mr. Fartry. Yes, sir. 

Mr. Passman. You will have obligated, not spent $ 

Mr. Fartey. That is correct. 


TOTAL UNEXPENDED FUNDS SINCE PROGRAM INCEPTION 


Mr. Passman. What total will you have in the entire program, from 
its Inception, in unexpended funds? 

Mr. Murrnuy. Our estimate is $8 million. 

Mr. Passman. Unexpended / 

Mr. Murpny. That is correct. 


CONTRIBUTION TO IAFA 


Mr. Passman. You have here a contribution to the IAEA operat- 
ing budget of $750,000, Is not that Agency about to be abolished ? 

Mr. Fartry. No, sir. This Agency, I believe, is now established 
and continuing as a useful international organization. 
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Mr. Murrny. It is the U.S. research reactor program which is about 
to be abolished. 

Mr. Passman. How much are you asking for that one? 

Mr. Murruy. This year, as Mr. Farley indicated, we would use 
three reactors. At $350,000 each, that would make a total of $1,050,- 
000 and the request for 1961 contemplates one additional reactor for 
$350,000, 


TAEA ACCOMPLISHMENTS 


Mr. Passman. What have been the accomplishments to date of the 
International Atomie Energy Agency, to which the United States 
has contributed funds 4 

Mr. Fartry. The International Atomic Energy Agency is now the 
world center for atomic energy cooperation. The very concept of 
having such a program of international cooperation in peaceful uses 
was a U.S. proposal. The specific offer was that of the President in 
December 1953. Its accomplishments relate primarily, I would say, to 
two fields: one is the important work it is doing in setting up and 
correlating standards for safety in the handling of atomic energy 
materials which are both very useful, but also very dangerous. It is 
important that there be a common international approach to this. 
This is also true of such problems as liability where nuclear inci- 
dents can very easily cut across government lines. 

The second main area has been in the general program of exchange 
of information, bringing together of scientists and accelerating the 
knowledge of, and application of, atomic energy, particularly in the 
countries which did not previously have major programs. 


PROGRAM FOR PEACEFUL USES 


Mr. Passman. This program has no connection with war prepara- 
tion’ Itisstrictly for peaceful uses ? 

Mr. Fartry. The statute of the agency excludes it from military 
application. 

Mr. Passmax. Who came up with this name, Atoms for Peace? 
It has no connection whatsoever with war or the preparations for 
war? 

Mr. Murruy. Mr. Chairman, that is why they put the word “peace” 
inthe title. It means peaceful uses of atomic energy. 


NUMBER OF REACTORS IN OPERATION 


Mr. Passman. How many reactors are in operation, and in what 
countries ? 

Mr. Farry. There are four, Mr. Chairman. The countries are 
Brazil, Italy, Spain, and West Germany. 

Mr. Passman. How many reactors, and in what countries will re- 
actors be completed during 1960? 

Mr. Fartry. I wonder if I could ask Mr. Schneider of the Atomic 
Energy Commission to answer? 


Mr. Passwan. We shall be pleased to hear from you on that, Mr. 
Schneider. 


53909 60 19 
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Mr. Scunewer. We are anticipating that during this fiscal year, 
Denmark, Israel, and Venezuela 
Mr. PassMAn. You are anticipating those will be the countries ? 
Mr. Scuneiper. Yes, sir; three countries—Denmark, Israel, and 
Venezuela. 
COMPLETION TIME OF REACTORS 


Mr. Passman. There is some question as to whether or not they will 
be completed at this time ¢ 

Mr. Scuneiper. In addition to programs which will be “going 
critical,” I believe your specific question was, What countries will 
receive reactors from this year’s program ? 

Mr, Passman. What countries will be completed during 1960? 

Mr. Scunermper. These three country reactors are expected to be 
completed this fiscal year, by July. 

Mr. Passman. What is the percentage of completion of these three 
reactors at this time‘ Give us the total allocation and the amount 
of money that is unexpended. 

Mr. Mu RPHY. Nothing is spent until the reactor goes eritical. 

Mr. Fartey. Comes into operation. 


OTHER NATIONS EXPECTED TO APPLY FOR REACTOR GRANTS 


Mr. Passman. From what countries are you anticipating a request 
for a reactor grant in 1960 ¢ 

Mr. Fartey. We currently have applications under study from 
Turkey and Iran. The additional ones, which we hi ave had indica- 
tions may come in during the balance of 1961, include Chile, Indonesia, 
Pakistan, and Yugoslavia. 

Mr. Passman. On the basis of solicitation, or do they come in 
voluntarily ? 

Mr. Fartey. They come in voluntarily. You must recognize that 
we did make the original offer very publicly by the President in 1955, 
so that it has been well publicized. 


FUNDING FOR ADDITIONAL REACTORS 


Mr. Passman. Did I read somewhere that there would be only one 
which would come in during fiseal vear 1961 ? 

Mr. Fartey. We asked for funds in fiscal year 1961 budget for only 
one reactor because we did not want to overestimate. As I indicated 
in the statement, if sound requests come in, we would then submit 
those requests in subsequent budgets. 

Mr. Passman. You are requesting funds for more, in case requests 
come in ? 

Mr. Fariey. No, sir; we are requesting funds for one. If more do 
come in, we would save to come back to the committee in a later appro- 
priation request. 

Mr. Passman. If this year turns out similarly to prior years, vou 
wind up with unappropriated funds. If you should get requests, they 
could very easily be funded ? 
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Mr. Faruey. I think that the data we have in hand makes it pos- 
sible for us to be quite confident we will use the funds we have for the 
current fiscal year and the one which we are asking for for the next 
fiscal year. 

REQUEST FOR SYMPOSIA AND SURVEYS 


Mr. Passman. Under the item of “Symposia (conferences) and 
surveys,” you are requesting $350,000. 1 note that you are providing 
consultant and advisory services in all aspects of the peaceful uses of 
atomic energy. 

How are those services provided ¢ 

Mr. Fartey. They are provided through qualified scientists who 
come, for the most. part, from educational institutions or industrial 
firms in this country who are skilled in the atomic field. We obtain 
people on a temporary reimbursable basis who can go to a particular 
country and assess its program and advise on particular problems of 
safety, training, and so forth. 

Mr. Passman. You have $350,000 for that item. It is also just 
anticipated vou will require that sum? You may or may not need that 
much money 4 

Mr. Fartey. That is correct. 

Mr. Passman. Where are these people brought from, and where do 
you take them / 

Mr. Fartey. They come, for the most part, either from the Atomic 
Energy Commission laboratories, whether Argonne in Chicago, Oak 
Ridge in Tennessee, or others, or from the universities. There, I 
believe, we draw on all of the distinguished universities throughout the 
country. They could come from the industrial firms who do have 
experience. As to where they go, I gave examples in my testimony. 
For instance, the ones that are going this year, are going to Germany, 
Iran, Lebanon, seven Latin American countries, and Yugoslavia. 


BASIS OF PAYMENT FOR CONSULTANTS 


Mr. Passman. On what basis are they paid, in addition to regular 
salaries ¢ 

Mr. Faruey. My understanding is that they are paid their travel and 
per diem. 

Mr. Passmax. What is the amount of the per diem pay / 

Mr. Fartey. Otherwise, just the regular salary. 


VARIANCE IN PER DIEM RATE 


Mr. Scuneiper. If they are employees of a contractor, they travel in 
awcordance with travel policies of their employer; the travel policies 
ire quite similar to the travel allowances under the standardized 
Government allowances. 

Mr. Passman. What does the Government pay / 

Mr. Scunemer. The per diem rate is established by the Bureau of 
the Budget for each specific country. 

Mr. Passman. Let us take one country, so we shall know how it 
operates, 


Mr. Scuneriwer. I think that in Germany at the present time the per 
diem rate is $12 a dav. 
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Mr. Passman. If the per diem rate is 830 a day, and then this seien- 
tist is paid $30 a day, he does not operate by Government standards, 
but rather standards oper: ated by his own company: is that correct? 

Mr. Scurxeiper. That is correct. 

Mr. Passman. Who pays the difference between $12 and $304 Does 
it all come out of this? 

Mr. Scuneiper. It does. 

Mr. Passmawn. Does that not make for a little dissatisfaction among 
those people? You have two of them traveling together, and one is 
vetting 330 a day and one $12.) What kind of a reaction do you have 
from such a condition ? 

Mr. Scuneiper. It would be a rarity, I believe, where we would 
have direct rment employees participating or traveling with 
an employee of a AEC contractor. 

Mr. PassMaAn. [20 request that they travel separately / 

Mr. Scunetwer. Not necessarily: but drawing on past experience, 
I do not think we would 

Mr. PAssM iN. | ask that question hecause you are the one who sug- 
vested they either Ope rate under Government per chiem. if - is a Gov- 
ernment scientist, or, 1f from some company, the ‘\ ao ite by the poli- 
cies of the company. I just thought we should clear it up, as you do 
have two stand: irds hereon per diem. 

Am I correct / 

Mr. Murruy. Yes, sir; you are. 

Mr. PASSMA Bis What would be the reaction, in your opinion, if you 
have one getting $12 a day and the other $30 ? 

Mr. Scuneiper. I do not knew whether we would ever have 
a& Situation. I believe that the per diem allowances for most of cues 
people, if they are not direct Government employees, we draw them 
from the national ohm atories and the national laboratories, for ex- 
ample, are operated in connection with universities. The per diem 
paid by these Saccane are very, very similar, to the per diem allow- 
ances paid to Government employees. 

Mr. PassmMan. If it is higher, regardless of what it may be, it comes 
out of this appropriation, and you have to pay according to the stand- 
ards and policies of the universities or laboratories: is that correct ! 

Mr. Scuneiper. That is correct. 

Mr. Murpny. I think the correct answer to your question is that the 
Government employee, in that instance, would probably have another 
important indication that he must get his satisfaction from working 
for the Government; and that his benefits are not going to be equivalent 
to those in private industry. 

Mr. Passman. Patriotism and appreciation for his Government job, 
retirement, and things that go along with it which would offset the 
lack of per diem? 

Mr. Murrny. I am sure he would hope so, Mr. Chairman. 


REQUEST FOR FUNDS FROM DLF FOR REACTOR GRANTS 


Mr. Passman. Is it not possib le that these services could lead to 
requests for reactor grants on a request for funds from the DLF! 

Mr. Farrer. It is my understanding that with regard to the DLF 
that they have not funded any projects in the atomic energy field and, 
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in general, they anticipate, without having had occasion actually to 
take a decision that they would find other needs because there are 
appropriations for the atomic energy field here. 

We would try not to have competing Government sources. 

Mr. Passman. You would not expect that later, if some of these 
nations would request a loan from the DLF for reactors, they 
would 

Mr. Fartey. I think they might. 

Mr. Passaran. Has it been mentioned ? 

Mr. Fartey. Yes. On those occasions, I, at least, have discouraged 
them. 

Mr. Passman. Was there encouragement from other quarters / 

Mr. Fartey. No. 

Mr. Passman. Where did it start? Somebody must have had the 
lea, or it would not have been discussed. 

Mr. Fartey. I think it is only a man in another country who has a 
project that is close to his heart and who looks at the various pockets 
that money might come from. 

Mr. Passman. You would not exclude the possibility that they 
might come to the DLF for this reactor ? 

Mr. Fartry. I would not exclude the possibility. I would say it is 
my understanding of our policy we would not be interested in them. 

The first part of your question, Mr. Chairman, was with regard to 
research reactor grants. It could well be that following such a survey, 
a mission research reactor grant ete would come in. In 
general, we consider it important as a part of our review process to 
have competent American people become acquainted with the scien- 
tists ind the economie and technical capabilities of the country. 

Before we award a grant we are sure they are able to use it to gain 
benefit from it, and are capable of operating it safely. 


OTHER GOVERN MENTAL REACTOR RESEARCH PROGRAMS 


Mr. Passman. Mr. Farley, do you have similar programs going out 
of any other agency of Government ? 

Mr. Faruey. I might say, Mr. Chairman, that one reason you have 
so many Witnesses with you today is that we attempt, in this program, 
to bring the interests of Government agencies together; the State De- 
partment, the Atomic Energy Commission and ICA. We do not— 

Mr. Passman. I am speaking of the AEC and, of course, other 
Government departments. 

Do you have a similar program working in any other field? I am 
not speaking of the administrative part, but I am speaking of the re- 
actors, the finished product ? 

Mr. Fartey. This is the only source of funds from which we give 
assistance to other countries in constructing reactors. I hope I have 
understood your question. 

Mr. Passman. Let me put it this way: We have a Defense appro- 
priation of $45 billion annually- 

Mr. Farry. No, sir; funds from those—— 
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Mr. Passman. My question is this: We have a Defense request for 
Y 4 


$45 billion annually; other nations have their defense, and they have 
the International AEC. 

Is your agency the only one in this field, atoms for peaceful use, 
where there is research in reactors ¢ 

Mr. Faritry. We have identified one other place in the justifiea- 
tions. We have pointed out that ICA does include some training in 
the atomic energy field under its country programs. Those people, 
in part, are men who would work on research reactor projects when 
they return to their countries. We have identified here also the funds 
which we place at the disposal of the AEC Agency. That we have 
included here so that the committee would be able to see in one place 
where funds are put into atomic energy from moneys appropriated 
by the Congress. 


DECISIONS AND BASIS FOR U.S. PERCENTAGE CONTRIBUTION 


Mr. Passman. What is the basis for our contribution of 50 percent 
of the operating budget of the International Atomic Energy Agency, 
and who made the decision ? 

Mr. Fartey. Who made the decision ? 

Mr. Passman. Who made the decision and what is the basis for our 
country providing 50 percent of the total funds for the operating 
budget ? 

Mr. Fartey. The decision is the decision of the Department of 
State. The reason for it is the great importance attached to the 
effective operation of the International Atomic Energy Agency and 
the objectives set forth by the President. 

Mr. Passman. How many member nations are in that? 

Mr. Fartry. Seventy. There are additional ones joining. I know 
that Ghana had an application in this week. The number may have 
gone up. 

Mr. Passman. I imagine Ghana will know a lot about it. 

Out of 70 nations, we are putting up 50 percent of the total? 

Mr. Fartry. That is with regard to the part of the budget which 
is called the operational budget. 

Mr. Passman. I know, but I am speaking of the International 
Atomic Energy Agency. 

Mr. Farrer. Of the assessed budget of the Agency, we put up 32 
percent. The budget is divided into two parts, the assessed budget 
and the voluntary budget. We contribute 50 percent of the volun- 
tary budget. 

Mr. Passman. It is too bad we could not put that on an assessment 
basis. Wecould have saved some money. 

Who made the decision for us to put up 50 percent, when the other 
70 nations are putt ing up only 50 percent ¢ ¢ 

Mr. Fartry. That was a decision of the Department of State and 
the reason is, both the importance we attach to the Agency and our 
belief that, by putting up the money in the manner I outlined with an 
epee pledge of $500,000 and a matching additional amount of 

250,000, we would encourage contr atians from other countries. 
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REDUCTION IN U.S. CONTRIBUTION 


Mr. Passman. Can you not get other nations to do a little bit of 
encouraging? Sitting here for weeks, as we have on this committee, 
_ hear somebody every day saying that we have to encourage people 
by this nation making a ‘larger contribution. 

What would happen to this agenc y if we did not put up 50 percent 
of the second part of the operating budget ? 

Mr. Fartry. I think probably now the level of the other countries 
would be kept up fairly well. 

Mr. Passman. If we reduced ours ¢ 

Mr. Fartry. If we reduced ours to a proportionate amount 

Mr. Passman. A proportionate amount would possibly give us 2.5 
to} percent. 

Upon what basis are you going to reach a proportionate amount ? 

Mr. Fartey. I was speaking on the proportions we have used gen- 
erally in international organizations which is more nearly the 32 
percent, which is our share of the assessed budget. 

Mr. Passman. You are perfectly fair in answering that question. 
You feel, then, that the International Atomic Energy Agency would 
continue in operation, and maybe effectively, if the committee and 
the Congress, in its wisdom, should place a limitation of one-third or 
25 percent 4 

Mr. Farutry. I would say myself, sir, that it would be less effective 
This is an Ageney which the United States is particularly closely 
associated with. 

Mr. Passman. Are not the other nations equally interested in this? 

Mr. Fartrey. There is no other single nation which has the com- 
manding position we do in the atomic energy field. Our participation 
and our contribution is essential to the role the Agency plays. 

Mr. Passman. I think that maybe the State Department, or those 
responsible for working up these budgets and reaching aoe: agree- 
ments, would stop taking Uncle Sam for these night raids on the 
Treasury, and let some of these people put up their oe of it. 

The picture always looks like 72 percent, 48 percent, or 50 percent 
from the United States; and I guess that is jus t the ws Ly it works. 


RUSSIAN CONTRIBUTION 


[ note that Russia made a contribution last year of $125,000 but 
that it was tied to use in the U.S.S.R. 

Of what value was Russia’s contribution on such a basis? 

Mr. Fartey. My understanding is it proved not very valuable. 
So far as I know, it is not called on to make those funds available. 

Mr. Passman. It is sort of a counterproposition, you do certain 
things for me and I will do certain things for you, and if not it is 
out. I suppose the publicity is the only thing they got out of it. 

Mr. Faruey. I think the publicity was bad. 


TOTAL OPERATING BUDGET OF AGENCY 


Mr. Passman. What is the total amount of the Agency’s operating 
budget ? F : 
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Mr. FARLEY. The assessed budget is SO. million. The so-called 
voluntary budget, which is also termed the operating budget, 1s $1.5 
million. 

Mr. Passman. Do the two budgets provide for the same work / 

Mr. Fariey. The statute of the Agency provides that activities 
such as technical assistance cannot be assessed against the members 
but must be on a voluntary contributed basis. So ‘the assessed budget 
is devoted to the continuing activities of the Agency in the fields I 
referred to earlier, the general program of merging scientific research 
and exchanges and so forth. The voluntary or operating part 1s con- 
cerned with fellowship programs and some projects in health and 
safety and technical assistance fields. 


NUMBER OF SIMILAR PROGRAMS 


Mr. Passman. Technical assistance’ How many programs do we 
have similar to this under the bilateral technical aid program and the 
United Nations expanded technical aid program / 

Mr. Fartey. The Agency works in cooperation with the United 
Nations expanded tec hnical assistance program. The thought is there 
should be a single place in the United Nations system where atomic 
energy assistance is handled so that there are not conipe ting r agencies, 

Mr. Passman. There isa similarity bet ween the technic al aid under 
this appropriation and the technical aid under the other appropria- 
tion. 

Mr. Fartey. Only the funds which go through the other appropria- 
tion for atomic energy assistance are allocated to the International 
Atomic Energy Agence iv. 

Mr. Passman. But after it gets out in the field it is the same/ 

Mr. Fartey. In technical assistance / 

Mr. Passman. Yes. 

Mr. Fartey. Yes. 

Mr. Passman. And there is a similarity between this and the other 
technical assistance programs, once the allocations have been made 
and they get out into the field, working / 

Mr. Fartry. Yes. 

Mr. Passman. They have that technical aid in a lot of different 
funds. It comes in so many directions that I do not see how the com- 
mittee will ever know what we are actually expending for technical 
ald. Tam talking about the different facets of this technical aid pro- 
grams. It is scattered in every direction. 

Mr. Fartey. I think we could give you the amount allocated from 
the United Nations program to the International Atomic Energy 
Agency. That is $638,000. 

Mr. Passman. So you are getting money out of the United Nations 
expanded technical aid program into this program / 

Mr. Fartey. That is correct. 

Mr. Moureny. The contribution is made to the United Nations ex- 
panded technical aid program, but the way it operates, it allots money 
to the pi ialized agencies such as the World Health Organization, the 
Food and Agriculture Organization, and so forth, the so-called 
specialized agencies. 
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Mr. Passman. Do any of our bilateral agencies get an allocation 
out of that ? 

Mr. Murrny. No. 

Mr. Passman. We put in, but we do not take out / 

Mr. Murreuy. You mean so far as the benefits are concerned ? 

Mr. Passman. So far as the allocations. We put money in and 
others get it, but we do not get it 4 


TECHNICAL ASSISTANCE TO A SOUTHERN STATI 


Mr. Murprny. I heard of one instance where one specialized agency 
cave technical aid to one of the Southern States in a fisheries matter. 

Mr. Anprews. To one of the Southern States / 

Mr. Murpnuy. Yes. 

Mr. Passman. That is interesting. The United Nations expanded 
technical aid program made an allocation to a Southern State for 
technical aid to the fish indust ry: 

Mr. Anprews. If that was done, I hope the State was Alabama. 

Mr. Murrny. I think a technican working with one of the special- 
ized agencies gave some technical assistance in regard to fisheries to 
one of the Southern States. IJ can find out more about that. 

Mr. Passman. I wish you would give us all the information you 
canon that. It sounds inte resting. 

Mr. Gary. Itsounds like a eood fish story. 

Mr. Merrny. Your point is well taken, Mr. Chairman. But the 
vast part of it is in underdeveloped countries. 

Mr. Passman. This is the first time I have heard of a Southern 
State getting an allocation from foreign aid. I wish you would do 
some research on that and supply us all the information you can. 

Mr. Mureny. I will, si 


(The following information was submitted for the record :) 
FAO LOANS FISH FARMING EXPERT TO FISH AND WILDLIFE SERVIC! 


In spite of the widespread practice of fish culture in foreign countries, the idea 
never took hold in the United States until in recent years when the rice farmers 
of Arkansas became interested in fish farming almost by accident. In bringing 
new rice acreage into production, it was customary to build levees around a 
tract of land, filling the resulting reservoir with water and letting it stand for 
a couple of years until the timber died and the decaying vegetation enriched 
the soil. 

Following the procedure, farmers soon found that the water in the reservoirs 
always contained abundant supplies of the local species of fish. Presently the 
question arose as to whether better breeds of fish might be raised to bring a 
greater vield and a more lucrative cash crop to the farmer 

To find the answer to this question, the Congress authorized the Fish and 
Wildlife Service of the Department of the Interior to establish a laboratory and 
experiment station. 

Upon request of the Department of the Interior’s Fish and Wildlife Service, 
the Food and Agriculture Organization of the United Nations assigned Dr. 
Shaowen Ling, one of the world’s leading pond-fish culturists, to the Bureau 
of Sport Fisheries and Wildlife for a 3-month period, from February to April 
1959 

Dr. Ling, who has his doctor’s degree in limnology from Cornell University, 
is a native of China. He acted as consultant for the Bureau of Sport Fisheries 
and Wildlife on the establishment of a research laboratory and experimental 
station in Arkansas to study fish propagation problems in rice-growing areas. 

Before beginning his assignment in the rice-growing area, Dr. Ling surveyed 
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research stations and warm-water fish hatcheries in the South and consulted 
with one of America’s leading fish culturists, Dr. H. S. Swingle of Alabama 
Polytechnic Institute at Auburn. 

His main task was to visit possible experimental sites, recommend pond lay- 
outs and develop plans for research in the fields of warm-water fish diseases and 
parasites, genetics, selective breeding, nutrition, and other physiological require- 
ments, and to make recommendations on fish-crop rotations. 

Mutual security funds were not involved in the financing of this project. The 
Fish and Wildlife Service of the Department of the Interior paid the UN Food 
and Agriculture Organization for the services performed by Dr. Ling. 


INTERNATIONAL ATomic ENERGY SCHOLARSHIP PROGRAM 


Mr. Passman. Will you supply for the record a list of the scholar- 
ship students who are in school this year, the school year 1959-60, 
giving their country of origin, and the cost of training / 

Mr. Fartey. We will do that. 

(The information follows :) 











International Atomic Energy Age ney scholarsi p progran 1959-60 fy pe ll 
Country Name Place of training Tern Cost 
(TI nt? 
Argentina. _-_- ‘ J. M. Feola ; University of Rochester 12 $5, 12 
H. C. Praddaude Brookhaven National Labor 12 f 
tory 
R. H. Rodriguez Oak Ridge National Labora 12 4, 705 
tory 
A. Ferrari l niversity of Roche ter lt 4, 104 
Austria Peter Guenther Argonne Natio! I 2 1 
Burn M. M. Sein M assachusett li { 
Persea 
{ H. Nyo Brookhaven National Lat 12 - ORT 
tory. 
Czechoslovak Massachusett Institute of 12 4, 645 
rechnology 
Egypt Univ itv of ¢ J 2? 
g College of Er ti é 1s 
York Unive 
Unive I s 
Argonne Natior I 
University of ¢ 
i71 Argonne National Laborator 12 5, 8 
Brookhaven Natio 1 Lab 12 4. 56. 
tory. 
M. Souka Moustafa University of California 12 5 694 
D. F. Hamouda University of Wisconsin 12 5, 442 
Ceylon..... ee S. Visuvanathan Purdne University l 6, 27¢ 
China Kuang-hsin Teng Penn State-Argonne ; 11, 131 
Ss. H. Chen ISNSE Extension, Unive ty 22 11, 961 
of Michigar 
Lun Han Tang ISNSE-Argonne 12 6, 82 
Cheng-vuan Chin North Carolina Stat« 12 5, 911 
Finland.___-- Sedeul P. O. Lipas Rensselar Polytechnic Inst 21 9, 704 
tute 
B. H. Kyrklund ISNSE-Argonn 12 6, 54 
A. Hellsten Brookhaven National Labor 12 5, 114 
tory. 
Ecuador -__._- sana B. L. Orozo-Lopez_-- University of Puerto Rico 12 4, 706 
France__. E a E. Tyszkiewicz University of California 12 4, G08 
M. Gutbub ISNSE-Argonne 12 5, 283 
Greece...--- ._...| 5. Amarantos Oak Ridge 12 5, 2t 
E, D. Demosthen- Vanderbilt University 12 5, 221 
opoulos 
E. Tsinga ---«s--| Cornell 12 5, 490 
C. Miras University of California 6 3, 687 
Guatemala ‘ M.A. Rosenbaum Purdue University 12 5, 27 
Korea J. S. Lee University of Rochester 12 6, S89 
Tong-Suk Yun North Carolina College 12 +) 
Dai Han Bai Oak Ridge 12 5, Ole 
B. W. Lee IINSE-Argonne 12 5, 565 
C.C. Yook Oak Ridge 12 5, 936 
Soo Young Choi North Carolina State 12 4, 877 
Iran... M. Rashti Oak Ridge 12 4, 67 
Z. Maleki-Rai do 12 4, Yoo 


R. Javahari Michigan State 12 5, 300 
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International Atomic Enerqy Aye ney scholarship program, 1959-60 


rf eu: 


erm 


(months) 


Country Name } Place of training 
Iceland Orn S. Gardarsson-. Brookhaven National Labora- 
tory. 
Indonesia : 8. Atmosukarto--_- Penn State and IINSE- 
Argonne, 
P. i. Siahaen......- Oak Ridge National Labora- 
tory. 
S$. Joedoatmodjo-_-_-..- aa 
S. Soepadi- -.-.-- ISNSE-Argonne and Exten- 
sion, University of Michi 
gan. 
Italy G.I. Bruscia ISNSE and Oak Ridge 
. G. Cudkowicz.- --- Oak Ridge 
par < ..| A. Fukugaki ...---| University of Michigan 
Takahiro Morita......| ISNSE/Argonne 
I. Michiyoshi_ .......- ISNSE/Argonne 
Shoziro Ishii.........- Department of Agriculture, 
Beltsville, Md. 
Kiyoshi Tensho_-_.--_-- ices e 
Y. Wakuta._____..-...| Brookhaven National Labora- 
tory. 
M. Tsuda_. ...| ISNSE-Argonne 
Netherlands F. W. A. Habermann_| ISNSE-Argonne 3 
Peru E. Jibaya Oak Ridge National Labora- 
tory. 
O. R. Gifford Univer ity of Puerto Rico 
ppines : t. Florentino Vanderbilt University 
4. Dancewicz University of Rochester 
W. J. Riedl New York University 
P. Przewtocki_....-- U.S. Geological Survey-__-- 
Z. Bieguszewski-__-_-- Massachusetts Institute of 
Technology. 
4. J. Modrzejewski-_ -_ .!- do 
tuga A.J. G. Ramalho. University of Michigan 
lani Ioan Ursu ....| Cornell University 
F. de Benavant Oak Ridge National Labora 
tory and University of 
Arizona 
P. Pansuwana. - --- IINSE-Argonne 
L. Koysooko---- .-| Oak Ridge and New York 
University 
P. Sidisunthon_.-.--- Oak Ridge National Labora- 
tory. 
B. Panyarjun University cf Rochester 
D. Yanasugondha..- University of Chicago- 
M. Srivanik_..........| Oak Ridge National Labora- 
tory. 
J, P, Denton. > Massachusetts Institute of 


Technology 
North Carolina College-Ar- 
gonne National Laboratory. 
Turkey pee a ROR eeiain come Columbia University -- 
] of South Africa..| J. Devilliers......._-- ISNSE-Argonne National 
Labcratory. 
Massachusetts Institute of 
Technology 
nezuela___- pea Romer A. Nava...-.--| University of California 
£osiavia - J. Milosavizevie.......| ISNSE-Argonne National 
Laboratory 
cae ..-| Cleveland Clinic Foundation 


A. Livolsi 


P. K. A. Predecki 


S. Kveder 


Cost 
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Ty fe national Ati ” 4 Enerqu Aa ney scholar 3}, Dp program, ] 159-80 Tr’ pe I (fund 
are disbursed hy the LAR \ in V enna 


( int Na I ‘ rm 
Vl the 
\ust K NI LINS! \ n il i J 10 
3 Emili »de V. Pa Univer f Mich 12 
| k Per Ot Frederik Oak R Natic1 I ) 
Het J ‘ lo . 
Hi i Peter Hedv niversity of Llino f 
M iC. V Oak Ridge National La 12 
J iN Argor N ial I 12 
Nit i ] Park Nhe ] 12 
I _ N.Y 

Shi uW i NI setts | 1 J 12 

iN I echi \ ) \ I 
I \iaricarmen A. H Univ Rochest 24 
Roberto Turnbu S. B NI 3 
Ruben G, vel I 1 \ « 
Maria C. I ( { ( i 12 
in Ching Tang Chen 7 B ve Nat L tory 10 
Afric Werner A. Schumann. NI husetts Institut f Techi 12 
Purkey- Osman V. Muderrisoglu Oak Ridge National Laboratory 12 
Yugoslav Dusan B, Djuri Universit f Rochest 12 


Mr. Passman. Let us discuss it briefly now. 

Mr. Fartry. I believe Mr. Smith can give you that. 

Mr. Passman. All right, Mr. Smith. 

Mr. Sarru. The country of origin ? 

Mr. Passman. Yes. The question is to supply a list - the scholar- 
ship students who are in school this year, the school \ mar 1959-60, 
giving their country of origin and the cost of training. 

Mr. Smirn. Let us cover the cost of training. We do not keep it on 
the basis of the country of origin. 

Mr. Passman. How do you keep it? 

Mr. Smirn. On an individual basis, not on a country basis. 
find that information for you. 

Mr. PASSMAN. It is import: unt to this committee to | know the number 
of students, and what country they are from, and what it is costing. 

I do not know how we shall be able to recommend funds unless we 
ean get that information, because we are dealing with an important 
part of this overall program. 

Mr. Farry. I have this tabulation which we could use for purposes 
of discussion, and then perhaps we could verify it with Mr. Smith and 
submit it for the record. This relates to the fellows sent to this 
country, type I and type ‘. 

Mr. Passman. This is exactly what we want, except we want to 
know the cost. 


We can 


NUMBER OF COMMUNIST BLOC NATIONS INVOLVED 


How many Communist bloc nations are involved ? 
Mr. Fartey. There are 5 countries and 20 students. 


Mr. Passman. Five Communist countries ? 
Mr. Farwry. 
Mr. PassmMan. 
Mr. Farry. 


That is correct. 
And 20 students? 
That is correct. 
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Mr. Passman. Coming to the United States for training under this 
International Atomic Energy Agency 4 

Mr. Faruey. Yes. That is shown on the tabulation under Eastern 
Europe. 

Mr. Passman. But nevertheless, there are 5 Communist countries 
with 20 students coming to America with their expenses paid under 
this program ¢ 

Mr. Fartey. That is correct. 

Mr. Anprews. Are any of our students going to Russia for training ¢ 

Mr. Fartry. None that I know of. I am confident there are none 
under this program. 

Mr. Anprews. I do not mean this program, but any other program / 

Mr. Farry. I understand under the general cultural exchange pro- 
gram there are American university students who are in universities 
in the Soviet Union. I am afraid I could not tell you whether that 
is under any Government financing or whether it is under private 
financing. 


DIFFERENCE BETWEEN TYPE I AND TYPE II SCHOLARSHIPS 


Mr. Passman. What is the difference between type I and type II 
scholarships ¢ 

Mr. Fartey. I will ask Mr. Meem to answer that. 

Mr. Mrem. Type I is IAEA itself, the Agency itself, using their 
budget to supply the funds for the man, while in the case of type II 
the payment of the expenses is taken out of this program grant of 
$700,000. 

Mr. Fartry. So the type II scholarships are the ones for which 
funds are requested specifically in the submission before you. Type I 
is the program of the International Atomic Energy Agency which is 
drawn from the operating budget. Type II scholarships are funded 
solely from U.S. funds. The difference is purely how they are ad 
ministered. 

Mr. Passman. The scholarships are the same, but they are funded 
out of two different appropriations / 

Mr. Fartry. Yes. 

Mr. Passman. The scholarships are identical, the training is identi 
cal ? 

Mr. Mer. Yes. 

Mr. PassmMAN. But the expenses are paid out of two different ap- 
propriations ? 

Mr. Fartry. The difference is that the type II scholarships are 
funded solely from U.S. funds. They are the $700,000 requested as 
the fifth section of this budget request. Type I scholarships are 
funded from the operating budget of the TAKA which is 50 percent 
US. contributed and 50 percent contributed by other countries. 

Mr. Gary. Will the gentleman yield ? 

Mr. Passman. I shall be happy to yield. 


CONTRIBUTIONS FROM COMMUNIST BLOC COUNTRIES 


Mr. Gary. Do any of the Communist countries contribute to the 
TAKA operating budget ? 
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Mr. Faruey. Yes. All the countries which are named in this list 
from which students come to this country are members of the IAEA. 
They all have an assessed contribution to the basic budget of the 
Agency. As regards the voluntary contributions, the main Commu- 
nist country, the Soviet Union, makes its contribution in tied funds. 
It does, in addition, place a considerable number of scholarships at the 
disposal of the Agency the same as our type Il ones. We could supply 
the number the Soviet Union has made available the same as our type 
Il. 

Mr. Passman. Would you not agree that this should cause the com- 
mittee some concern? Let us consider these five Communist countries. 
Under type I IAEA scholarships, for which we are putting up 50 per- 
eent of the funds, you have eight scholarships. You are not satis- 
fied with that. You have to step it up and get over to the Atoms for 
Peace allocation under type II, where we put up 100 percent, and 
there you ask for 12 more. 

W hy do we have to gO into all of these things Sor apidly ? No doubt 
it was intended to work it out of [AEA funds, and then some ‘body de- 
cided to step it up and bring in more under the Atoms for Peace pro- 
gram. Do you not think we should have some explanation as to why 
we need to do that? W hy could we not go along with what was no 
doubt intended to be a workable program unde r TAF. a oe whie *h we 
contribute 50 percent? W hy do we have to step over and bring more 
in under another program? And that is, assuming it is re: asonable 
to bring Communists in at all. T doubt that you agree it is reasonable, 
but that comes under another dise avers We should like to have you 
discuss why we cannot go along with the regular program which ‘has 
been worked out under [AEA funds, where we contribute 50 percent, 
and why we have to go over to where the American taxpayer is paying 
100 percent and increase the number you are bringing in / 

Mr. Fartey. One field in which the Soviet Union has contributed 
in the atomic field has been in the fe ‘Howship field, where I think for 
obvious reasons they have wanted to bring the people who will be the 
scientific leaders of the world to the Soviet Union, and the vy have the 
same kind of 100 percent schol: arship progr: am we have here. 

Mr. Gary. Have they brought any of our people into the Soviet 
Union for training? 

Mr. Fariry. Not from the United States: no. This is in effect 
competition for other areas of the world. 


RUSSIAN CONTRIBUTION 


Mr. Anprews. You say the Russians are anxious to get into this 
program? On page 6 I read that the U.S.S.R. has not yet made its 
pledge. And in the next paragraph you state that the U.S. contribu- 
tion is so much and the U.S.S.R.’s assessment is 12.64 percent. So if 
looks like they have not done anything but been assessed. They have 
not paid anything? 

Mr. Farry. They pay their assessment. The amount for which 
they did not pledge was the so-called voluntary or operating budget. 
On that they did make a tied pledge last year but not this year. But 
they pay their assessments. 

Mr. Anprews. Their assessment is 12.64 percent? 
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Mr. Farry. Yes. 

Mr. Anprews. And ours is over 50 percent and we pay ours and 
they do not pay theirs ? 

Mr. Farrer. I understand they pay their assessment under the as- 
sessed budget. 


SCHOLARSHIPS FOR STUDENTS FROM COMMUNIST BLOC COUNTRIES 


Mr. Passman. I am speaking as an individual, and not for the 
committee; but I say right here and now I shall not recommend or 
defend one dime of this particular request, because if I should I 
would be supporting to some extent the cause of communism. When 
you bring these people from the Communist bloc nations into the 
United States for training with our funds, I want the record clear 
that IL shall not recommend one dime for this. 

Under the type I [AEA scholarships, for which we are contributing 
50 percent, you are bringing in from the Communist bloc nations 
eloht students ? 

Mr. Fartey. That is correct. 

Mr. Passman. Then under type II, the Atoms for Peace program, 
you are bringing in 12 from the Communist bloc nations, and the 
American ti ixpayers pay 100 percent. Is that a statement of fact ? 

Mr. Fartey. That is correct. 

Mr. Anprews. May I ask one question right there, Mr. Chairman ? 

Mr. Passman. Yes. 


ACCESS OF COMMUNIST BLOC STUDENTS TO ATOMIC INSTALLATIONS 


Mr. Anprews. Are these students that come to this country from 


the Communist bloc countries given access to all our atomic instal- 


aoe 
lations 4 


Mr. Fartey. They come to spec ific training institutions such as the 
one at the Atomic Energy Commission’s Argonne Laboratory near 
Chicago. They are circumscribed to unclassified areas which are solely 
of nonmilitary interest. 

Mav | Sav a word about the reason we have recommended and 
supported this? 

Mr. Passman. Certainly. 

Mr. Fartey. The students in question are postgraduate scientists. 
They are men who have been established as the scientific leaders of 
their countries. We think it is in the interest of the United States 
to brine these men for their scientific training to the United States 
where they ’ can see our way of life and see and talk with our people, 
and we try to expose them to the ideas of freedom and what it means 
not only spiritually but materially in their way of living. 

Mr. Passwan. How m: ny have you converted over to our way of 
thinking, out of the schol: urships we have given? 

Mr. Fartry. Tam sure they would be very discreet about any overt 
signs of conversion. 

Mr. Passman. If they had been converted they would not b>» so 
discreet : they would be willing to talk about it: would they not? 

Mr. Kartey. I do not think I should testify on that. 

Mr. Passman. That is all right. The record speaks for itself. 
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) 
BASIS FOR BRINGING COMMUNIST BLOC STUDENTS TO UNLTED STATES 


Who recommended bringing these scholars from the Communist bloc 
countries in here? Is that a United Nations proposal / 

Mr. Fartey. The basic proposal here for an atomic agency which 
would work between the two halves of the world, the Communists 
and the free world, that was done at U.S. initiative. 

Mr. Passman. Youare bringing in the intellectuals from these Com- 


munist bloc nations for this study in the nature of a postgraduate 
course / 

Mr. Farury. Yes. 

Mr. Passman. And they are acquiring knowledge, and not impart- 
ing knowledge, while here / 

Mr. Faritey. That is correct. 

Mr. Passman. And if you do not convert them to our way of think- 
ing, then you are returning to nee Communist bloe countries pos- 
sibly dangerous agents against U.S. interests 

Mr. Fartey. These are men a ook would get equivalent 
training from the Soviet Union. 

Mr. Passman. But they are here to acquire knowledge, and not to 
impart knowledge ? 

Mr. Fartey. That is true. 

Mr. Passman. And if they come here as confirmed believers in the 
Soviet philosophy, and if you do not convert them to the American 
philosophy while they are here, then we have imparted certain knowl- 
edge to them that is valuable knowledge | Ih an Import: int fiele |? 

Mr. Farury. Yes. 

Mr. Passman. And if they go back to their countries confirmed be- 
hevers of the Soviet philosophy, as we suspect they are when they 
come here, we can assume that the knowledge they have acquired at 
American expense can be used against us / 

Mr. Fartey. Under that assumption: yes. 


TOTAL NUMBER OF COMMUNISTS ASSISTED AND RELATED COSTS 


Mr. Passman. How many have been assisted under this scholarship 
program, and what is the total cost to date 4 

Mr. Farury. I believe the total number so far has been 107. I do 
not know the total cost. 

Mr. Saurir. $840,000 has been obligated so far for this purpose. 

Mr. Passman. How much has been expended / 

Mr. Fartey. I would have tosubmit that for the record. 

Mr. Passman. You have eight or nine people here with you. Is 
there nobody here who can give us that information ? 

Mr. Sarrru. Not an accurate record because it is handled through 
a contractor who submits a voucher and his statements are about 6 
months behind. The last statement I had was October 31. 

Mr. Passman. You should get a little better reporting on it: do you 
not think? That is quite a time lag. 


AVERAGE COST OF SCHOLARSHIP AND ITEMS COVERED 


What is the average cost per scholarship, and what items are cov- 
ered by the grant ? 


Cou 


the 


It \ 


jus 
ave 


O\ 


, 


Wy 


CES 


bloc 


Thich 
usts 


4 


om- 
luate 


part- 
hink- 

pos- 
alent 
ot to 
n the 


rican 
iowl- 


cd be- 
they 
ed at 


rship 


I do 


1. Is 


‘ough 
out 6 


o you 


» COV- 


783 


Mr. Smiru. The average cost of a scholarship depends first on the 
country of origin as to international travel cost. It also depends on 

the length of the course, the tuition, the maintenance, and so forth. 
It will run from $5,000 to $8,500. 

Mr. Passman. I believe if we work it out according to your own 
| justifications on page 87, on the 107 se hol: arships the cost has been an 
| average of about $7,800 per scholarship. 

Mr. Murrny. The total cost is $840,000. That averages $7,800. 
Mr. Passman. It averages $7,800 across the board. What items are 
covered by the grant ? 
Mr. Smiru. International travel, U.S. travel, tuition, maintenance, 
insurance, miscellaneous. 
| Mr. Passman. How much do you have for miscellaneous purposes ? 
| Mr. Smrrx. $70 for miscellaneous, covering technical manuals, and 

S580 for administration costs. 

Mr. Passman. What does administration cover ? 

Mr. Smiru. That is the cost of operating the project at the National 
Academy of Sciences, housekeeping expenditures. 

Mr. Passman. Are there any representation allowances for these 

scholars 4 

Mr. Smirnu. I do not understand that. 

Mr. Passman. A little whisky money, a little side money ? 

Mr. Smiru. Maintenance covers food and rent and so on. 

Mr. Passman. And a little fun while he is here? 

| Mr. Smiry. It runs $8 or $10 a day, depending on the location. 

Mr. Passman. And if he is where he can live on a few dollars a day 
he can spend the rest for anything he wishes. You make an outright 
grant, and that is it? 

Mr. Smiru. Yes. 

Mr. Passman. Any clothing allowances? 

Mr. Surru. No. 

SUPERVISION OF STUDENTS 


Mr. Passman. Are they under any type of supervision while here? 

Mr. Swarru. At the National Acade my of Sciences / 

Mr. Passman. They can travel anywhere they want to; can they not ? 

Mr. Smirnu. Travel has to be authorized. 

Mr. Passman. But if it is authorized, they can go anywhere they 
Want to 4 . : 

Mr. Sarru. If it isin conjunction with their training. 

Mr. Passman. Off the record. 

(Discussion off the record. ) 


Mr. Passwan. In addition to this program, I note there is a total 
Of SH66,000 budgeted under technical cooper: ation for tr: ining in the 
leld of peaceful uses of atomic energy. We discussed that briefly 
before, but what countries and what amount per country ? 

Mr. Meem. I think I can answerthat. The following countries are 
Programing funds from their technical — ation country funds. 


| 
Mr. Passman. Is that under the bilateral or United Nations 
program 4 


COUNTRIES PROGRAMING FUNDS FROM TECHNICAL COOPERATION 
| 


OSG oo nO 
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Mr. Merem. Bilateral. 
Mr. Passman. Do you have the countries ? 


Mr. Merrem. Yes. Vietnam, the Philippines, Japan, Thailand, 


Greece, Pakistan, Egypt, Brazil, Argentina, Ecuador, Cuba, Costa 
Rica, Mexico, Peru, Colombia, and Spain. 

Mr. Passman. Egypt ? 

Mr. Meem. $25,000 for participants. 

Mr. Passman. And how much for Cuba 4 

Mr. Mrem. $4,000 for one participant and the possibility of a tech- 
nician going out there. 

Mr. Passman. The program calls for one technician to go to Cuba! 

Mr. Mrem. Yes. 


DELAY SENDING AID TO CUBA 


Mr. Passman. Do you think any great harm would be done if we 
were to delay sending this technician to Cuba, and maybe withholding 
any American taxpayers’ nt ney until a little bit better arrangement 
ean be worked out with Mr. Castro ? 

an Merrem. ‘To my knowledge there is nothing specific vet. 

Mr. Passman. But you are requesting funds for it ? 

Mr. Mrem. The program was initiated some time back. 

Mr. Passman. Gentlemen, you are dedicated men, and are doing 
the best you can: but somewhere down the line, whi do you not 
challenge the higher echelon and say you cannot go before Congress 
and defend funds for Cuba or Egypt’ All the way through you have 
money for countries that are trying to cut our throats. It is just not 
right to be} imparting kn owledge to these people, when we do not know 
whether we can convert them or not, and to be ovine aid to nations 
which are cutting our throats. This is about the fifth time money 
has popped up in this bill for Cuba, and I think some of my constitu- 
ents will give thought to involuntary retirement for their Member if I 
do not object to things such as this. We have to go over these items 
W it ha fine-tooth comb: and I do not. be lie ve vou ge ntleme nw ill qui irre! 
with us if we assist you in cleaning up some of these things in this 
bill that, without a doubt. ought to be cleaned up. 

The committee wants to be fair, but when we think about. foreign 
central governments and foreign nationals and international institu- 
tions holding in excess of $19 billion in American dollar credits, and 
when we think of our dwindling gold reserves, maybe you can under- 
stand the committee’s position. The Nation is like the individual, 1 
we continue too long spending more than we take in, the first thing 
you know we shall be as poor as the recipients of our generosity. 

We just have to get into these things, but we mean to be courteous, 
and there is nothing personal about it, gentlemen: it is Just a matter 
of trying to do the right thing for you and for the American tax- 
payers. 

Mr. Gary 4 

CUBAN PROGRAM 


Mr. Gary. Have you given or do you plan to give under this pro- 
gram any reac tors to ( ‘aba’ sP eb hk? s bad boy ? ¢ 

Mr. Farry. We have not. I do not believe we have a bilateral 
agreement with Cuba. 
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Mr. Gary. —s why are you bringing in a technician from Cuba? 

Mr. Fartry. I understood Mr. Meem was saying that in the general 
country programs there had been $25,000 set aside for activities in 
Cuba. 

Mr. Mreem. I assume this particular phase of the program will be 
presented under the Cuban program. It is for training in particular 
fields, agriculture and all the rest, along with atomic energy. 

Mr. Gary. They have $7,000 set up for Cuba under the title “Atomic 
Energy.” Do you know what that is for? 

Mr. Mera. $4,000, I believe, is for partic ipants, bringing one person 
to the United States for training, and $3,000 is for the possibility of a 
technician going there and helping them in the peaceful use of atomic 
energy. But as I understand there has not been.a specific program 
deve loped 3 vet. 

Mr. Gary. If we train them in a program like that, in view of 
Castro's hatred of the United States any atomic energy project de- 
ve loped there would be used against the United States to the fullest 
extent, would it not ? 

You do not have to answer that 

Mr. Mrem. Anyone who would come here I assume would come for 
peaceful purposes of atomic energy. 

Mr. Gary. I am speaking about bringing technicians here to im- 
prove their techniques. 

Mr. Murpiry. I might say, Mr. Gary, the « nui has this group 
t a disadvantage on this’ Rae question. When Under Secretary 
Rubottom comes here I assume the committee will ask him about the 
policy phase. 

Mr. Gary. I shall be very happy to do so. 


} 
a 


RESEARCH ON RADIATION 


Have vou conducted any research whatever on atomic or nuclear 
fallout a , 

Mr. Fartey. Hasthe United States? 

Mr. Gary. No, has your organization, under the atoms for peace pro- 
cram or under the International Atomic E nergy Agency ? 

Mr. Fartey. The International Atomic Energy Age ney is concerned 
with radiation levels and with the effect of radiation on human health. 
On the specific question of measuring how much fallout, they have not 
gotten into that. There is currently before the Agency a request from 
one or two members for equipment which might be used for monitor- 
ing fallout in the atmosphere. But, in general, that has been con- 
neers by a United Nations committee which is se parate from this 

gency because it is related primarily to weapons testing rather than 
peace ful efforts. 

Mr. Gary. Our Atomic Energy Commission has done a good deal 
if work on this? 

Mr. Farury. Yes. 

Mr. Gary. And your Agency, the TAEA, is not duplicating that 
effort 4 

Mr. KARLEY. No. They have gener: ally ke »prt out of this field be- 
cause their concern is with peaceful uses. 

Mr. Gary. Does radiation occur from peaceful uses 7 
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Mr. Faruey. Yes; there is dangerous radiation given out from a 
reactor, and one of the concerns of the International Atomic nergy 
Agency is how one designs and operates reactors safely to insure that 
these reactors are not harmful either to the country where they are 
built or, due to size, to surrounding countries. 

Mr. Gary. I suppose those subjects are also discussed at your 
symposiums ¢ 

Mr. Fartey. That is correct. 

Mr. Gary. And scientists exchange views with respect to radiation 
at those symposiums ¢ 

Mr. Fartey. That is correct. 

Mr. Gary. That is all Ihave, Mr. Chairman. 


ALLOCATION TO EGYPT 


Mr. Passman. Did the recommendation for the allocation to Egypt 
develop in those conferences 4 

Mr. Fartey. No,sir. 

Mr. Passman. Where was that decision reached ? 

Mr. Fartey. Youare referring tothe list Mr. Meem read ? 

Mr. Passman. Yes: under the technical aid part of it. 

Mr. Fartey. Mr. Meem’s list of possible allocations was from the 
country programs and not from this program. 

Mr. Passman. What amount did you indicate / 

Mr. Mrem. $25,000. 

Mr. Passman. Out of the bilateral technical aid ? 

Mr. Meem. Yes. 

Mr. Passman. Do you know whether or not they are getting money 
out of the United Nations expanded technical aid program ? 

Mr. Murruy. I am sure some of the United Nations agencies are 
operating in this field. The situation between the United States and 
Egypt has changed considerably since 1956, since the Suez crisis. We 
are much more active in this area now than we were at that time. 

Mr. Passman. We are trying to get them to take more money ? 

Mr. Murruy. Here, again, I be lieve when we bri ing Assistant See- 
retary Jones up here 

Mr. PassmMan. Secretary Jones? 

Mr. Mureuy. Yes, of the State Department, who is the Assistant 
Secretary for the Near East and south Asia. 


TIARA FELLOWSHIPS 


Mr. Gary. I notice you are asking for $750,000 as a contribution to 
the IAEA operating budget. That budget includes certain fellow- 
ships, does it not / 

Mr. Fartey. Those are the type I fellowships. 

Mr. Gary. Then you ask for $700,000 for United States fellowships 
forthe IAEA. Does that mean the fe llowships for which the STOO,000 
is appropriated and for which we pay the entire cost, that the users of 
these fellowships are selected by LAE A / 

Mr. Fartey. They are nominated. They are selected by the United 
States. 

Mr. Gary. They are nominated by IAEA / 
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Mir. Fartey. That is correct. That is the type II. 

Mr. Gary. And we simply have the approval or disapproval of 
them ¢ 

Mr. Fartey. That is correct. 

Mr. Gary. We do not have the ap yproval or disapproval of the 
fellowships which are paid out of [AEA funds? | 

Mr. Smirn. On type I the final selection is with the university 
where they are being placed. 

Mr. Fartey. But the answer is we do have the final selection in the 
United States in both types. 

Mr. Gary. You have the approval, not the selection / 

Mr. Fartey. That is correct. 

Mr. Gary. The selection 1s made in both eases by the TAKA / You 
have the approval of them / 

Mr. Farney. That iscorrect. 

Mr. Gary. Thank you. 

Mr. Passman. Mr. Andrews / 


TRAINING OF FOREIGN NATIONALS 


Mr. Anprews. On ‘ps ST you have a program of training foreign 
nationals at a cost of $566,000. Have you discussed that program 
with the committee / 

Mr. Fartey. This page, sir, was given to the committee as back- 
ground to give moneys for training foreign nationals that come from 
country programs. This $566,000 is not included in the $3.4 million 
before you today, but we gave you that so you would see where else 
money is being requested to do this. 

Mr. Anprews. You have an ICA technical program, and your 
scholarship program, and the [AKA program 4 

Mr. Fartey. The one in the $566,000 is purely bilateral. The 
other is operated through the International Atomic Energy Agency. 

Mr. Anprews. But the overall purpose of all programs is the 
same ¢ 

Mr. Fartry. That is correct. 

Mr. Anprews. Namely, bringing people in this country to show 
them how to use atoms for peace / 

Mr. Fartey. That is correct. 


TOTAL FUNDS FOR TRAINING IN USE OF ATOMS FOR PEACE 


Reps Anprews. So we find under the [AEA program we are spend- 

ig 8750,000, under the scholarship program $700,000, and under the 
training of foreign nationals under ICA’s country technical pro- 
gram, $566,000, for a total of $2,016,000 7 

Mr. F ARLEY. The one qualification I would make is that the first 
figure of $750,000 was not devoted solely to training. That is the 
contribution to the various operating activities of LAF.A. 

Mr. Anprews. But the main purpose is to train students in the 
use of atoms for peace ? 

Mr. Fartey. That is the principal purpose. 

Mr. Anxprews. Do you know of any other means we are using to 
train people in this country ? 





Mr. Fartey. In atomic energy ? 

Mr. Anprews. Yes. Does the United Nations have funds to bring 
people here for training ¢ 

Mr. Fartey. As Mr. Murphy explained, funds under the United 


Nations expanded technical aid program are allocated to them as 
the operating agency. 


OTHER PROGRAMS FOR ATOMIC ENERGY TRAINING 


Mr. Anprews. We have three identified programs. Would it be 
possible to put in the record at this point any other programs to 
which we make a contribution, either through the United Nations or 
other organizations, that is used for bringing people into this country 
for training? 

Mr. Murruy. Yes. 

Mr. Anprews. And give us the total amount, whether for training 
in this country or sending our people to other countries. 

Mr. Mcurreuy. We will do that. 


(The information follows:) 


Based on information received from local offices of the organizations con 
cerned, the following organizations to which the United States makes a contri- 
bution have sponsored the following fellowships in the United States relating to 
atomic enregy during the academic year 1959-60: 

The Food and Agriculture Organization has sponsored 18 fellowships for study 
in the United States relating to the application of atomic energy techniques 
to agriculture at a cost of $17,822.58. 

The World Health Organization has sponsored four students for study in the 
general field of the applications of atomic energy to medicine, health and safety 
and radiation at a cost of $15,500. 

The Organization of American States and the Pan American Health Organi- 
zation have each sponsored two students for study of nuclear science in the 
United States at a cost of $5,210 and $3,990, respectively.—S$9,200. 

Under the educational exchange program of the Department of State for the 
academic year 1959-60, 17 foreign students received grants for study in the 
general field of nuclear science in the United States at an estimated cost of 
$37,400. No American students received grants for study abroad under this 
program for the 1959-60 academic year. 

In addition, the NATO Science Fellowship program, to which the United 
States makes a contribution, covers the whole range of natural sciences, and is 
administered by the 15 member countries in accordance with this general cri- 
terion. Its major purpose is to enable advanced students of NATO countries to 
pursue their studies further in other countries of the Alliance. Nuclear science 
is not excluded, but it is not stressed in any way. Furthermore, the NATO 
Science Committee, which is responsible under the North Atlantic Council for 
advancing NATO scientific cooperation, has not undertaken or recommended 
any projects in the field of nuclear science, on the grounds that this field is 
being specifically dealt with by various other organizations. It is a fair pre 
sumption therefore that NATO fellowship awards to nuclear scientists would 
constitute only a small percentage of the total. We do not yet have complete 
returns from the participating countries, but the presumption is borne out by 
the fact that of the 202 fellowship holders on whom we have some information, 
only five seem to be carrying out studies in the nuclear field. Since the fellow- 
ships are administered at the country level by the responsible ministry of the 
NATO country concerned, it is not possible to provide a precise figure for 
the total amount of the five fellowships. However, the normal range for fel- 
lowship aw: eo is from $1,200 to $3.600 per vear. 

Total cost, $79,922,582 


1Excludes NATO science fellowship program 
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Mr. Anprews. That isall, Mr. Chairman. 
INSPECTION OF SITES 


PassMan. You gentlemen occasionally go out of the country 
on this program, inspecting some of the sites where reactors are being 
built ; do you not ¢ 

Mr. Faritry. The Atomic Energy Commission does this. For in- 
stance, one of the requirements of our program is that the reactors be 
subject to periodic inspection to ascertain they are not being used for 
military purposes. 

TELEVISION STATION IN CAIRO 


Mr. Passman. I notice an item in the newspaper that the United 
States gave $12 million for the first television station in Cairo. Do 
you know if that television station has been completed ? 

Mr. Murreuy. No, sir. I had not heard about it. 

Mr. Passman. This isan Associated Press dispatch. We are bring- 
ing out a number of things you have not heard about. 

Mr. Mcureny. Mr. Chairman, I have never pretended to be familiar 

with every individu: ' project and its details. 

Mr. Passman. Off the record. 

(Discussion off the record. ) 


ATOMIC PROJECT FOR UNITED ARAB REPUBLIC 


Mr. Passman. We cannot identify this $25,000 for the atomic en 
ergy project in the United Arab Republic. We wish you would get 
us some information as to the details of this item. 


Mr. Murpny. We will dig that out. 
(The following information was supplied for the record :) 


The atomic project in the amount of $25,000 proposed for the United Arab 
fepublie (southern region) is shown in the technical cooperation functional 
presentation, volume No. 1, page 197, under the heading “General and Miscel- 
laneous—Total” and is identified as “Miscellaneous Technical Training.” It is 
proposed to program $25,000 in fiscal year 1961 to cover the cost of training in 
the United States of five United Arab Republic citizens in the field of atomic en 
ergy as follows: Two in reactor physics (12 months’ training, beginning August 
1960, total cost $11,100) ; two in the operation of nuclear reaction apparatus (12 
months’ training, beginning August 1960, total cost $11,100); and one in the 
diagnosis of radiation diseases (4 months’ training, beginning July 1960, total 
cost $2,800). The United Arab Republic atomic energy establishment at Inshas 
Village has a light-water reactor which is expected to become operational late 
this vear, a Van Der Graaf 2-Mev. unit, and an isotope production unit 

The United Arab Republic contribution will consist of the payment of the 
participants’ salaries during the training period, payment of salaries for replace- 
ment during the period, and international travel cost for the round trip from 
Cairo to Frankfurt. 


Mr. Passman. Thank you very much, gentlemen. 
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Truespay, Aprit 12, 1960, <p 
Request ror INFORMATION ON Devetopment Loan Funpb Provsecr on 
IN Morocco Ve 


oll 


Mr. Passman. The committee will come to order. 

We shall resume hearings after having had a brief recess. 

l should like the record to show a previous otf-the-record request | 
for information ona Development Loan Fund project in Morocco, so | 
that the committee might determine whervher the project was evalu- 
ated in compliance with section 103 of the Appropriation Act of 1960, | 
We requested the names of the engineers, whether they were United | 
States or foreign, who employed them, the fees, and other pertinent L th 
data on this project. We trust that the De ‘partment will e comply with 


the committee’s request and make it possible for us to see the files, the 
correspondence, and to receive a report on the engineers who evaluated | 
the project. } 
i op 
U.S. Treascry Goip Srocks ano Dotiar Crepitrs or ForriGN C2 
3 "TR .< Mi: 
OUNTRIES \L 
° ° ° = ° . ( 
I should like to insert in the record at this point a corrected copy M 
of the U.S. Treasury gold stocks and dollar credits of foreign coun- Cc 
tries. The table which we shall now insert shows that as of Mareh C 
21, our gold reserves were $19,408 million, and in January of 1960, | : 
foreign dollar credits had increased to $19,283,S00,000, 7 
(Thetabulation referred to follows :) 
U.S. Treasury gold stocks and dollar credits of foreign countries (1945-60) 
U.S. Treasury gold stocks (end of year) ; Foreign dollar credits’ (end of year) 
Year: (In millions) | Year: (Tn millions 
1945 _ gn S20, O65 1945 S6, 857. 6 
1946 ae | 1946 6, 439.7 
1947 Poe a Ses ae 1947 7. 066.7 Ri 
1948 es _ 24, 244 1948 7, 6AT.6 ( 
1949 i 24, 427 1949 7. 567.0 M 
1850 . 22 FOE 1950 8, 599.9 
1D51 ee 29 695 1951 9, 230.0 C; 
1952 : 23 187 | 1952 10, 484.7 
1953 ; 29 030 1953 11, 604.7 Lt 
1954 ecm Gg AT 1954 12, 875.4 
155 : Fe one anes 21, 690 1955 13, 560.4 4 
1956 ; is 21,949 1956 14, 890.3 
1957 Sr =~ az. 2es 1957 15, 099.3 
RR eres os ae ee 20,53 1958 16, 099. 7 \ 
1959 a _ 19,456 1959 19, 247.8 . 
1960 (Mar. 24)_- ee 19, 408 1960 (January ~) - 19, 283.8 | N 
1 Short-term banking liabilities to foreigners payable in dollars. Includes U.S.S.R. and ) 
international institutions. ta 
2 Preliminary. : 


OVERSEA HEARINGS ON MILITARY ASSISTANCE PROGRAMS | 


Mr. Passmawn. I should like to indicate for the record the reasol 
for the recess of the committee. It was in order to permit an on-the- 
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spot, factual check of the military assistance program in several 
European countries. The committee was composed of myself; Con 

» i r ‘ S . ° 2 “é ‘ = a 
gressman John J. Rhodes; Kenneth Sprankle, staff director; Frank 
Merrill, staff assistant to the subcommmittee; and Raymond Lushiin 
ollicial committee reporter. 


. 


DEN MARIS 


I want the record to show that the comimittee departed from New 
York Friday night, —— 1, arriving the following day in Denmark. 
It was rather unusual, but the committee held hearings on Sunday on 
the Military Assistance Program for Denmark. We should like to 
insert the record the names of the witnesses testifying concerning 
the program in Denmark; 12 witnesses testified, including the Ambas 
sador, Governor Peterson. 

(The list of witnesses referred to follows :) 


MAAG DENMARK PERSONNEL ATTENDING CONFERENCE, 10 A.M., APRIL 3, 1960 


Brig. Gen. William M. Gross, Chief of MAAG. 
Capt. Julian T. Bollinger, USN, Executive Officer 
Maj. William Fitzge rald,. Operation Officer. 
Mr. George Carlson, DAC, Defense Production Officer. 
1, Harald S. Sundt, Chief of Army Section. 
Maj. Dale P. Stockstill, Materiel Programing Officer, Army Section 
Capt. Charles M. Holeombe, Chief of Navy Section. 
Comdr. Don C. Christensen, Supply and Programing Officer, Navy Section. 
Col. Maurice F. Casey, Chief of Air Force Section. 
Lt. Col. Mario A. Ciccone, Programing Officer, Air Force Section. 
Lt. Col. Bruce W. Gillanders, Executive Officer, Air Force Section. 


NORWAY 


Mr. Passman. After hearings were completed Sunday afternoon, 
we resumed hearings Monday morning. We then heard five official 
Witnesses, including the MAAG chief from Norway. 

(The list of witnesses referred to follows :) 

Rear Adm. Ira H. Nunn, USN, Chief, MAAG-Norway. 

1, Joseph O. Fletcher, USAF, Chief, Air Force Section, MAAG-Norway 
Maj. James A. Hill, U.S. Army, Chief, Program Branch, Army Section, MAAG 

Norway. 

Cat. Stephen H. MacGregor, Jr., NSN, Plans and Programs Officer, Navy Section, 

MAAG-Norway. 

Lt. Homer O. Mains, Jr., USN, aide-de-camp to Chief, MAAG-Norway. 


THE NETHERLANDS 


Mr. Passwan. At the conclusion of hearings on the program for 
Norway, we then enplaned for the Netherlands, setting up our hear- 
ings at The Hague. Ten witnesses, including the Honorable Philip 
Young, Ambassador to the Netherlands, testified concerning the Mili 
tary Assistance Program at The Hague. We shall insert that list in 
the record. 
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The | SI of W itn sses referred Lo follows: 


MEMBERS OF THE NETHERLANDS’ MAAG AND AMERICAN EMBASSY PRESENT AT 
CONFERENCE, MORNING, APRIL 6, 1960 


The American Ambassador, the Honorable Philip Young. 

Rear Adm. John A. Snackenberg, USN, Chief, MAAG Netherlands 

Lt. Col. Jerome F. Lieblich, USA, Logistics Branch, Army section, MAAG 
Netherlands. 

Col. Lowell D. Pearch, USAF, Chief, Air Force section, MAAG Netherlands. 

Lt. Col. Alma R. Flake, USAF, plans officer, Air Force section, MAAG Nether 
lands 

Capt. Henry C. Spicer, Jr., USN, Chief, Navy section, MAAG Netherlands 

Lt. Comdr. Charles E. Whiteside, SC, USN, Material Branch, Navy section 
MAAG Netherlands. 

John M. Kavanaugh, first secretary, Political section, American Embassy. 

Joel W. Biller, second secretary, Economic section, American Embassy. 


BELGIUM AND LUXEMBOURG 


Mr. Passmwan. At the conelusion of the hearings for the Nether- 
lands, we then conducted hearings on the program for Belgium and 
Luxembourg. We had seven witnesses present for that conference. 

( The list of witnesses referred to follows :) 


MEMBERS OF MAAG BELGIUM-LUXEMBOURG PRESENT AT CONFERENCE APRIL 6, 1960 


Brig. Gen. Tom V. Stayton, USA, Chief, MAAG Belgium-Luxembourg. 

Lt. Col. Joseph W. Moore, USA, joint project officer, MAAG Belgium-Luxembourg 

Capt. William W. Gentry, USN, Chief, Navy section, MAAG Belgium-Luxembourg 

Col. Harvey C. Dorney, USAF, Chief, Air Force section, MAAG Belgium-Luxem 

bourg. 

aj. Arthur R. Turner, USAF, assistant logistics officer, Air Force section, 

MAAG Belgium-Luxembourg. 

Lt. Col. Salvo Rizza, USA, Acting Chief, Army section, MAAG Belgium-Luxen- 
bourg 

Maj. Alford Mallow, USA, programing officer, Army section, MAAG Belgium 
Luxembourg. 


M 


FRANCE 


Mr. Passmawn. At the conclusion of the Belgium-Luxembourg heat 
ing, we then went to Paris, where we had official hearings in the con- 
ference room at the Embassy. The former Assistant Secretary of 
Defense, Mr. Shuff, testified concerning the weapons development pro- 
gram. 

At a subsequent date, the record of these hearings will be made a 
part of this record. 

We heard 35 witnesses, and the conferences and the official time ot 
the hearings consumed approximately 35 hours. We conducted hear 
ings on the programs in five countries. 

The committee arrived back in New York on Friday night, April § 

[ thought the other members would like to have a brief résumé of 
what can be accomplished in 1 week’s time. 
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Turspay, Apri 12, 1960, 


STATEMENT OF THE INSPECTOR GENERAL AND 
COMPTROLLER 


WITNESSES 


JOHN E. MURPHY, INSPECTOR GENERAL AND COMPTROLLER, 
MUTUAL SECURITY, DEPARTMENT OF STATE 

WOODROW W. STOREY, DIRECTOR, FINANCIAL MANAGEMENT 
DIVISION, OFFICE OF THE INSPECTOR GENERAL AND COMPTROL- 
LER, MUTUAL SECURITY 

ROBERT E. STUFFLEBEAM, EXECUTIVE ASSISTANT, OFFICE OF THE 
INSPECTOR GENERAL AND COMPTROLLER, MUTUAL SECURITY 

ODIE R. HOWELL, JR., DEPUTY EXECUTIVE ASSISTANT, OFFICE 
OF THE INSPECTOR GENERAL AND COMPTROLLER, MUTUAL 
SECURITY 


Mr. Passman. This afternoon we shall hear our friend, John E. 
Murphy, Inspector General and Comptroller. Mr. Murphy, have you 
a statement to the cominittee / 

Mr. Murpuy. I do have, Mr. Chairman. 

Mr. Passman. We shall be glad to hear from you, sir. 


(GFENERAL STATEMENT 


Mr. Murreuy. Mr. Chairman and members of the committee, I am 
grateful for this opportunity to discuss with you the implementa- 
tion of the provisions of Section 533A of the Mutual Security Act 
of 1954, as amended, which established a new Office of Inspector Gen- 
eral and Comptroller within the Department of State, reporting d1- 
rectly to the Under Secretary of State. This section assigned broad 
responsibilities to the new Office for strengthening the financial man- 
agement of the Mutual Security program, for investigating Improper 
activities in connection with the program, and for evaluating the ef- 
fectiveness of the program in the attainment of its objectives. 

The Mutual Security Act of 1959 was signed by the President on 
July 24,1959. I was appointed Inspector General and Comptroller 
on August 5, 1959. As you are aware, prior to mv appointment to 
this Office I served as Assistant Deputy Director-Controller of the 
International Cooperation Administration. In that position, in ad- 
(ition to my responsibilities relative to the financial management of 
ICA, I assisted Mr. Dillon, Under Secretary of State, in his capacity 
as coordinator of the Mutual Security program in the development 
and presentation to the Congress of the proposed Mutual Security 
program legislation and appropriations. At the time of my appoint- 
ment, the appropriation requests for fiscal year 1960 were still un- 
(er active consideration by the Appropriations Committees of the 
Congress, and it was not until the adjournment of Congress on Sep- 
tember 16, 1959, that I was able to turn my full attention to the new 
responsibilities which had devolved upon me. The ensuing period 
has been devoted to preparation for the full assumption of those re- 
sponsibilities. 
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At the outset, it seemed clear to me that the attainment of the 
objectives envisaged by the Congress in establishing the new Office 
would require the promulg ration of broad terms of reference for my 
oflice, a staff of the highest caliber obtainable, and the development 
of a cooperative working relationship with the several agencies ad 
ministering mutual security programs. My efforts during the last 
several months have therefore been directed along these lines. L am 
happy to be able to report on the progress which has been made. 

On August 26, 1959, the Under Secretary of State approved the 
proposed organization and terms of reference of the new Office. These 
were published as Departmental Circular No. 339. A copy of that 
circular is sical for Incorporation in the record if the Coninittee 
so desires. In accordance with this cireular there have been es 
tablished within my office three divisions, each concerned with one 


of the three major functions assigned by section 533A. They are: 
(1) the Din islon oft Mutual Security Finanetal Min agement; (2) 
the Division of Mutual Security Investigations: and (3) the Di 


vision of Mutual Security Evaluations. 
FINANCIAL MANAGEMEN' 


The Division of Mutual Security Financial Management has beet 
assigned responsibility for those functions oft 1i\ otlice which relate 
to the financial and budgetary aspects of Mutual Security program 
administration. A more cet: tiled statement of these responsibilities is 
included on page 94 of the prese ntation book before you. 

The staff of this Division, if it is to be effective, must include per- 
sonnel with broad expe ‘rience and joni: Seoresga competence in the spe- 
clalized fields of audit, accounting, budgeting, and financial analysis. 
Such personne! are not easy to recruit and this Division is still sa 
partially staffed. I was particularly concerned that the Director 
the Division should be of a stature which would insure ettective eaaie 
ship in the improvement of financial management of the various 
assistance programs. 

After extensive appraisal of possible incumbents for the position, 
Mr. Woodrow W. Storey was appointed Director of the Division of 
Mutual Security Financial Management and entered on duty Novem- 
ber 16,1959. Mr. Storey served for ap proxim: ately 5 vears as a con- 
tract examiner, attorney, and auditor for the General Accounting 
Office. Since 1941 and prior to joining my staff, he was engaged con 
tinuously in financial management activities in the Department of 
the Army. From 1950 to November of 1959, he was Comptroller 
and Special Assistant to the Chief of Ordnance, responsible m8 all 
matters relating to the financial operations of the Ordnance Corps. 

The Divi ision of Mutual Security Financial Management, under Mr. 
Storey’s direction, is assuming an increasing role in the financial 
management of the Mutual oe program. It is my goal that 
early in the new fiscal year, it will be fully staffed and in ‘ position 
to carry out effectively all of the responsibilities which have been 
assigned to it. 
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INVESTIGATIONS 


The Division of Mutual Security Investigations is responsible for 
seeking out improper activities and investigating allegations of such 
improper activities in connection with mutual security programs. 
These functions are set forth in more detail on the left-hand side of 
page 95 of the presentation book. The Division has been partially 
staffed through the transfer to it from the International Cooperation 
Administration of personnel of that agency engaged in the investiga- 
tion of alleged irregularities in connection with programs adminis- 
tered by ICA. Such investigative work has continued without in- 
terruption under my direction. The Division now has a staff of 30 
employees, 16 of whom are professional investigators, and the re- 
mainder are administrative and supporting staff. Nine of the pro- 
fessional staff are stationed at oversea posts. 

[ have in mind for this Division a program of action which will 
enable it on its own initiative to identify organizational, geographic, 
or program areas in which improper activities may be taking place 
and in whieh investigative activities should be initiated, as well 
a program which responds promptly in instances where spec ifie allega- 
tions of improper activities are brought to its attention. ‘This pro- 
gram will be administered in such manner as to produce perspective 
on deficiency trends geographically, that is, by individual country 
and area, and functionally, that is, by type of program or transaction. 
nes I envisage for the Division a positive role in the evaluation 

facts developed through its investigative activities, since it seems 
ae the Congress not only contemplated that the office would be 
responsible for the “seeking out of improper activities” but also 
for recommending corrective action to the program-administering 
agencies, 

The personnel currently on board have been unable to keep pace 
with the workload. In fact, the past year has seen a steady rise in 
the number of uncompleted investigation cases in the files, all 

which have related to ICA-administered programs. Furthermore, 
it Is apparent the Congress contempl: ited that the seeking out process 
would inelude improper activities occurring in connection with any 
mutual security program, not just those administered by the ICA. 
This of course means additional workload. While I hope that part 
: this increase can be offset by exercising some selectivity in matters 

) be investigated and by giving priority to the investigation of 
oa irregularities having serious program implications, some 

Increase in staff will be necessary. 

sXefore final determination can be made as to the total staff re- 
quired it is essential that there be a plan which would contemplate 
coverage of the entire Mutual Security Program on a systematic 
basis, bearing in mind the staff resources already applied to this 
effort by the Department of Defense and by the service departments. 
I have, therefore, been undergoing briefings by the Inspectors Gen- 
eral of the Army, the Navy, and the Air Force, and in addition I 
have visited the Military Assistance Division at EUCOM. in France 
to develop firsthand information as to the investigative activities 
of that Division, which has as its area of responsibility or NATO 
countries, plus certain countries in the Near East and Afric It is 
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Thi\ hope that in the immediate future | shal! be able Lo Visit with 
Admiral Felt’s staff in Hawaii. to obtain a firsthand picture of the 
activities of that staff with respect to military assistance programs in 
Asia and southeast Asia. I believe it essential that cooperative ar- 
rangements be worked out with the Department of Defense, which 
will insure complete coverage of the Mutual Security Program, avoid 
unnecessary duplication of effort in the investigation of Improper 
activities relating to the Military Assistance Program, and insure 
the flow of ce euitin regarding deficiencies detected and corrective 
action taken to all levels of management concerned. 

Such a positive program will require the best talent available in 
this field. After seeking assistance from many areas, including the 
FRI . the ivil Service Commission, ete., I hi ave chosen Mr. James E, 
Nugent, a mav be known to some of you, to be Director of the Divi- 
sion of Mutual Security Investigations. Mr. Nugent was a member 
of the staff of the Federal Burean of Investigation continuously from 
1931 to November 1959, except for approximately 2 vears bet ween 
1951 and 1953 when he was employed directly on the st: aff of the Com- 
mittee on Ap arson of the House of Represent: itives During 
his more than 25 years experience in the FBI, he held progressively 
responsible penitions, including approximately 4 years as Clef of 
the Accounting and Fraud Division and 6 years as an aa, one 
of the highest echelons in the Bureau. During his direct employ 
ment by the House Appropriations Committee, he acted as Director 
of the Surveys and Investigations Staff of that committee and on 
various other oceasions during his employment by the FBI, he was 
loaned to the House Appropriations Committee to undertake specific 
investigative assignments. Mr. Nugent assumed the rd 
of the Division of Mutual Security Investigations on March 21, 1960, 


EVALUATIONS 


While the functions performed by the Office of Evaluations in the 
International Cooperation Administration were specifically trans 
ferred to my Office by section 533A of the Mutual Security Act of 
1954. as amended, there was no actual transfer of professional staff, 
since at the time of the transfer no professional personnel were 
assigned to this function by ICA. It has therefore been necessary 
for me to develop an entirely new staff to carry out the progr: amwide 
evaluation function contemplated by the Congress. Good progress 
has been made in this area. Pending the assignment of a permanent 
Director. Mr. Edward C. Crouch has been named Acting Director 
of the Division. He is a Foreign Service officer, Class 1, who has 
served as Consul General in Barcelona, Spain, and previous to that as 
Deputy Assistant Secretary of State for Budget and Finance. 

A plan of operation has been developed and agreements reached 
with the International Cooperation Administration, the Department 
of Defense, and the Development Loan Fund on the application of 
this plan to the evaluation of the programs administered by those 
agencies. Evaluation in accordance with this plan will be under 
taken by teams. Each team will be headed by a permanent staff 
member of the Division of Mutual Security Evaluations, who will bea 
Class 1 Foreign Service officer assigned to that Division for a regular 
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tour of duty. The team will normally include a senior officer from 
the Department of Defense, either of general or flag rank. and a 
senior officer from the International Cooperation Administration of 
. rank equivalent to mission director. — specialized personnel 
may be included as required. While it is not intended that these 
| teams will evaluate the military assistance program’s success in attain- 
ng strictly military objectives, it is intended that in all other respects, 
hey will make complete evaluations of economic and military pro- 
grams. They will work as a group and not as individual specialists, 
but, of course, will bring to bear their specialized training and back- 
| ground in arriving at a joint appraisal of each program under review. 
The Division of Mutual Security Evaluations will be stated on the 
basis of having in continuous operation five evaluation teams. Four 
Class 1 Foreign Service officers are already on duty to act as officers 
n charge. The first evaluation undertaken is that of the Mutual 
Security Program in Turkey. The team undertaking this evaluation 
onsists of Mr. Willard F. Barber as officer in charge, Brig. Gen. 
| George 'T. Dunean, who has been made available by the Department 
| of Defense: and Mr. Lloyd K. Larson, former ICA mission director, 
vho has been made available by that Administration, together with 
istaff assistant to be provided from the Division of Mutual Security 
Evaluations permanent staff. This group is alre — in Turkey for 
on-the-spot study. It is intended that this, as well as future evalu- 
itions, will seek to determine whether the program is properly con- 
eived in terms of the U.S. objectives sought and whether it is being 
{in a manner which results in the attainment of such 
objectives. As examples of the scope of its interest the evaluation 
team will appraise- = 
(1) the adequacy of forward program planning: 
(2) the efficiency and effectiveness of program implementation : 
(3) the adequacy of country team relationships and executive 
Management 5 


dministered 


(4) the adequacy of host country cooperation and contribution 
tothe achievement of program objectives: 
(5) the ability or willingness of the aid recipient countries to 
assume a larger portion of the burden of the program: 
(6) the probable trend of future aid requirements. including 
the possible elimination of all or a part of current programs: and 
(7) the attitudes of host country people as distinguished from 
host country governments toward the program and the manner 
in which it is being administered. 
) At the conclusion of the evaluation the team in making its report 
vill include specifie recommendations for actions to be taken where 
t believes corrective action is indicated. The Division of Mutual 
Security Evaluations will undertake to see that these recommenda- 
ions are considered by the appropriate levels of program manage- 
nent, that decisions are reached thereon, and appropriate action is 
nitiated, 


EXPENSES—INSPECTOR GENERAL AND COMPTROLLER 
| Section 533A provides that the expenses of the Office of Inspector 


| General and ( ‘omptroller shall be charged to program appropriations. 
The report of the Foreign Affairs Committee on the bill (H.R. 7500) 
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which first proposed the establishment of the Office indicated this was 
done on the premis e that the activities of the Office should not be un- 
desirably restricted because of limited availability of funds. There- 
fore, no specific appropriation to finance the expenses of the Office is 
required. 

The plan of action which I have outlined to you is based on this same 
premise. The personnel, travel, and other costs of the Otlice will be 
held to the minimum consistent with effective performance. ‘The esti- 
mate of these costs included in the fiscal year 1961 presentation books 
is $767,000 for fiscal vear 1960 and $1,250,000 for fiscal vear 1961. The 
distribution of these estimates by object class of expe mnditure is shown 
on page 96 of the presentation book. L should like to e mphasize that 
these estimates had to be prepared before the Office could be either fully 
organized or staffed and they are based on a less-complete program of 
action than I have outlined to you today. It is now apparent that 
actual requirements for both fisc al years 1960 and 1961 will exceed the 
amounts shown in the presentation book. 

With respect to fiscal year 1960 our present estimate is approximately 
$900,000, which represents an increase over the original estimate of 
$133,000. This increase is accounted for largely because the rate at 
which we have been able to statf the Office, partic ular ly the Evaluations 
Division, has exceeded our expectations of late 1959 and the conse- 
quent requirement for more travel funds than had been anticipated. 
In addition, the absence of precise data on oversea administrative Sup- 


port. costs led to an underestimate in this category. We now have sub- | 


stantially complete data in hand. 

Insofar as fiscal year 1961 is concerned, here again the accelerated 
stafling in fiseal vear 1960 has its effect. With more people than had 
been anticipated on board at the beginning of the fiscal year, salary 
requirements increase. More important, however, is the requirement 
for a larger staff and provision for more travel than had been originally 
contemplated. As I indicated earlier, additional investigators an 
required. Important programs involving substantial sums of money 
are not now under adequate surveillance. 

This situation cannot be allowed to continue without possible serious 
consequences and I have, therefore, authorized the employment of five 
additional investigators, three of whom together with stenographer 
will be stationed at strategic locations overseas. And, of course, wit! 
respect to the military assistance program only the completion of the 


overall review I have already undertaken will enable me to de termine | 
whether the activities of the Office can be limited to liaison with th : 


Office of Military Assistance, the Service Inspectors General, and tht 


theater commanders, or whether a more active role will be required. | 


With respect to the Evaluations Division, we have found that if wil 
not be practicable to borrow staff assistants for the evaluation teams 
If we are to have efficiency and continuity in the activities of thes 
teams, not only will the team leaders have to be assigned for full tour 
of duty but also the staff assistants. The decision resulted in increas 
ing the evaluation staff from the 12 originally estimated to 1i 
Finally, I envisage the need for some assistant inspectors general whi 
would spend a large percentage of their time traveling, concentr ating 
in a given year on countries where no audit or evaluation is planned. 
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The committee will note that the financing plan for fiscal year 1961 
contemplates that the expenses of the Office would be prov ided from 
the five major appropriation accounts and that the smaller appropria- 
tions would not be assessed. This is because the vast bulk of the activi- 
ties of the Office is expected to be associated with functions carried out 
under these five major accounts. During fiscal year 1960, however, the 
bulk of the expenses have been met from unobligated prior year funds 
which were continued available during fiscal year 1960. The use of 
these funds kept the strain on the five major accounts to a minimum, 
although each of the five major accounts did contribute to the expenses 
of the Office as shown in the table on page 93. 

In its report (No. 712) to the House last year this committee said 
with respect to this Office : 

The committee has not included a limitation on the expenses of the proposed 
Office of Inspector General and Comptroller since this is a newly created Office. 
The committee will receive testimony next year on the financial requirements 
therefor. 

The forbearance of the committee has permitted the Office to pro- 
ceed without hesitation in implementing congressional intent as ex- 
pressed in section 533A of the Mutual Security Act of 1954, as 
amended, and its legislative history. This freedom from a financial 
limitation has been extremely helpful. As the committee will observe 
from my previous remarks, the Office still is in the process of evolution 
and even at this time it would be premature because of certain im- 
ponderables to attempt to specify precisely the resources which may 
be required in fiscal year 1961. To the extent actual expenses during 
fiscal year 1961 exceed the estimate contained in the presentation 
books they will require program adjustments. I, therefore, urge the 
continued forbearance of the committee in the matter of the applic a- 
tion of a limitation. Without at least a minimum of a full year’s 
operational experience with full staff the application of a limitation, 
no matter how reasonable it would appear at the time faiieied could 
conceivably spell the difference between an imaginative, hard-hitting 
approach in the performance by this office of its responsibilities and a 
holding back in the latter stages of fiscal year 1961 because of financial 
limitations which did not contemplate such a result. 

I do not make this request lightly, Mr. Chairman. TI make it fully 
realizing the trust implied and fully prepared to accept the tremen- 
dous responsibility involved. Given reasonable time, I am convinced 
that the program of evaluations, audits, investigations, and inspec- 
tions which I have outlined to you has real potenti: ality insofar as im- 
provement in the effectiveness of the use of aid resources made avail- 
able by the Congress in the Mutual Sec urity appropriations is 
concerned. By this I do not mean that the savings involved in such 
effective use will be measurable in terms of dollars and cents. In- 
stead the measurement will, of necessity, be in terms of more prompt 
detection and correction of deficiencies, more rapid punishment of 
wrongdoers and the implicit deterrent effects, fewer critical head- 
lines and audit reports. In short, if the efforts of the office are a suc 


cess the Mutual See urity Program will be a more effective instrument 
of U.S. policy. 
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CONCLUSION 


In conelusion I should like to advert to the legish: ative history le: ad- 
ing to the establishment of this Office. In House Report No. 440, 
dated June 5, 1959, the Foreign Affairs Committee stated : 


oO 


The purpose of the new section 533A is to give a single individual with the 
necessary supporting personnel a_ sufficiently high place in the executive 
hierarchy, sufficient independence from control by operating officials, together 
with sufficient authority and money to assure that he will be able to detect short- 
comings in the mutual security program and to make recommendations for 
correction which cannot be disregarded by those administering the program and 
to suspend particular Operations pending a decision by the Under Secretary. 

In addition, the committee of conference on the authorization bill 
indicated their convictions that 

* * * it is essential that there be an independent review and approval of 
military assistance administration and control by an official outside the Defense 
Department hierarchy but at the same time having responsibility to see that the 
mutual security program works effectively. 

I should like to assure the committee that the plans for the conduct 
of the Office are fully consistent with congressional intent. 1 report 
directly to the Under Secretary of State in his capacity as coordina- 
tor of the Mutual Security Program. My staff is completely inde- 
pendent of the operating agencies. We are approaching our tasks un- 
inhibited and with objectivity. The Office will be fully operational by 
fiscal year 1961. When I next appear before you to report on the 
activities of this Office 1 hope that you will agree that it has at least 
in some small measure achieved the purposes which the Congress had 
in mind when it enacted section 533.4. 


Mr. Passman. Thank you, Mr. Murphy. 


FINDINGS TO DATE INDICATING POSSIBLE PROGRAM REDUCTIONS 


Since your Office has been in operation, beginning on August 26, 
1959, have you found any instances of waste or places or programs 
where this committee could make reductions and be on safe footing? 

Mr. Murrnuy. No: Lhave not, Mr. Chairman. As I tried to explain 
In my statement, I have three particular divisions in my Office. One 
Division I had to build e ‘xactly from scratch. I found I had no staff 
at all. This meant getting personnel from the Foreign Service, from 
the military departments, from the ICA. Here I pate had better luck 
and more speed than I had or ign: ally anticipated, | nut nevertheless it 
is a slow process. The first evaluation team arrived in Turkey on 
March 29, less than 1 month avo. The second one leaves this after- 
noon, and a couple more will be out before the end of the fiseal year. 
Until such time as the »V have completed their re ports and made their 
recommendations, it is hard to say what they will find. 

With respect to the Financial Management Division, here again we 
had to start from zero. The building of the staff with the kind of 
talent we need in this particular Division is a slow process. I did 
manage to get Mr. Storey by the middle of November, which is 2 
months after I myself was able to start focusing full time on the opera- 
tion. He in turn has been attempting to recruit the staff necessary to 
perform the functions of that Division. As I said in my statement, 
is still only partially staffed. So his Division will not he fully cae 
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tional until 1961; and their impact will be in the fiscal 1962 budget 
und thereafter. 

The one division, the one set of responsibilities which I inherited, 
Mr. Chairman, which carried with it some people to do some work—— 

Mr. PassMan. Are you repeating your statement for the record 
now, or are you answering my question / 

Mr. Murrny. Lam attempting to answer your question. 

This is by way of background, Mr. Chairman, to explain the short 
answer I already gave you, which was “No.” 

The Division of Investigations did carry with it a transfer of 
personnel from the ICA. ‘Tt was the only one of the three sets of 
functions that had any personnel on board at all. These personnel 
were transferred. They have continued to operate. But in the mean- 
time. I have had the job, of course, of selecting the people to run the 
Division, of analyzing the program they have been carrying out, trying 
to find out what I thought was wrong with it, what they were not 
doing that they should be doing, what they might be doing that they 
should not be doing, and so forth. I finished my preliminary analysis 
on this on February 16. I managed to hire a director of the Division 
m March 21, less than 1 month ago. So I expect that this outfit will 
be off the ground before the end of this fiscal year. 


ACCOUNTING FOR 1960 EXPENDITURE 


Mr. Passman. Could you tell the committee, before we get back 
to this question, for what purposes you spent $700,000 ¢ 

Mr. Mcrruy. That is a perfectly reason: able question, Mr. Chair- 
man. ‘The hiring of people of course costs money. Even though they 
may not—— 

Mr. Passman. What do you mean, the hiring of people costs money / 
You have to pay their salaries. 

Mr. Murruy. Yes, sir. 

Mr. Passmanx. Do you mean that you spent $700,000 or $800,000 
inthe process of hiring people 4 

Mr. Murruy. No. I mean that the $700,000 which I referred to 
in my statement, which now is estimated to be $900,000 this year, is 
largely for salaries of personnel. There were 30 people on the payroll 
when I took office. I was the first appointee in theory, but in fact 
there were 80 people on the payroll before me who h: id to anaes 
tobe paid. There was the Division of Evaluations to be staffed from 
scratch, a staff of 17 people. I think of the 17 people, 15 are now on 
board. The first report of this division will be sometime in June of 
this ve: ar. So we will be in process- 

Mr. Passman. The first what ? 


SUBMISSION OF FIRST REPORT OF TILE EVALUATION TEAM 


Mr. Murpuy. The first report. 
Mr. Passman. You mean so far as miaybe finding places to save 
money / 


Mr. Murruy. The evaluation team in Turkey 
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Mr. Passman. Could they not give you a preliminary report prior 
to the marking up of this bill?) Why do you have to spend a million 
dollars, and postpone any type of pre ‘liminary a until after the 
Congress has finished the app ropriation bill for fiscal 1961? 

Mr. Murrny. This, of course, is contemplated to be a continuing 
activitv, Mr. Chairman. 

Mr. Passman. You do not think you could give us any information 
as to what they have found, whereby savings might be recommended 
in the new year / 

Mr. Murrny. Mr. Chairman, I have not made myself clear, ob- 
viously. This is the 12th of April. The first evaluation team arrived 
in the country to do the evaluation job on the 29th of March. That 
was 14 daysago. Itis much too early to start telling you whether they 
found anyplace where you can save money or not. They will be back 
and will make a report before the fiscal year is over. 


REPORT ON FINDINGS OF INVESTIGATIVE STAFF 


Mr. Passman. What did you do with the 30 people in that office 
prior to the latter part of March ? 

Mr. Murrny. I was coming to that. The 30 people on the investi- 
gative staff of ICA which transferred have continued the activities 
that they had underway. There have been numerous instances where 
improprieties have been detected in the program, where people have 
been penalized for these improprieties either through fines or jail 
sentences. They have found instances where American personnel have 
been guilty of misconduct and have had to be terminated, as they have 
been going along. 

Mr. Passman. Could you give the committee a report on how many 
have been sent to jail and for what reasons, and whether or not we are 
going to be able to recover any of the money, if they scuaneaalaae 
any ¢ 

Mr. Murrny. I havea few examples with me. 

Mr. Passman. Would you give the committee a written report, up 
to date? 

Mr. Murrny. I can give you a written report of the activities of this 
division. 

Mr. Passman. That would be valuable to the committee. 

Mr. Murpny. I shall be glad to do that. There is one thing about 
it, Mr. Chairman, which I would like to tell you in advance. Any 
such report would inevitably have to contain a lot of information 
which would be sensitive information, not from the standpoint of 
security but from the standpoint of the fact that it has to do with 
criminal prosecutions and investigations that are underway at the 
moment, and which therefore in no sense could be allowed to be put 
on the public record. 

Mr. Passman. I do not think this committee will divulge classified 
information. 

Mr. Murrny. T did not mean in any way, Mr. Chairman, to imply 
that. I meant merely to say if I were to give you a report, I could 
not put a security classification on it in good conscience because it 
would not necessarily involve security material, but it would be mate- 
rial which would have to be held very closely because it might other- 
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wise prejudice these investigations which the FBI or my own office 
are conducting on current cases. 

Mr. Passman. I certainly hope members of this committee may 
have the opportunity of meeting some of your investigators. This 
committee early this month went out and in one week’s time, we 
believe, pinned down, or firmed up, positive information that will 
bring about substantial savings. So if we can do that in one week’s 
time, it looks as if your team, with $900,000, and about 6 or 7 months’ 
time, should be able to supply some information that would help 
ls save some money. 


COOPERATION WITH. FBI 


Did you say the Division of Investigations or tlle FBI were doing 
this work 4 

Mr. Murreuy. I said in a number of instances the cases we are 
working on have reached the sti ige where we have turned them over 
to the FBI or we are still working with the FB I on the Mh. In other 
words, any case involving what appears to be a criminal offense, Mr. 
Chairman, we report immediately to the Federal Bureau of Inves- 
tigat ion and cooperate with them. 


PRIMARY INTEREST IN RECOMMENDATIONS FOR SAVINGS 


Mr. Passman. Do you have any team working on programs in 
which you may indicate to the committee there will be some substan 
tial savings’ We regret that there is dishonesty in the program. 
That is something that, no doubt, the FBI will investigate and make 
areport. Weare very interested, however, in the progr: ams for which 
the committee has been 1 rec ‘omnunending hioney in excess of the actual 
need to carry out the work. 


Mr. Murpuy. As I said— 
SUSPENSION OF OPERATIONS 


Mr. PassmMan. We might go to page 15 of your general statement, 
which says: 

* * * Disregarded by those administering the program and to suspend particular 
operations pending a decision by the Under Secretary. 

Would you care to elaborate on that last part ¢ 

Mr. Murrenuy. That is a quotation, Mr. Chairman, from the House 
Foreign Affairs Committee report of last vear. 

Mr. Passman. Have you suspended any operations / 

Mr. Murrny. We have not suspended any operations yet, Mr. 
Chairman. <As I tried to explain, we are just getting the office staffed 
= teams underway. We obviously would not do anything like 
that 


TRANSFER OF ICA DIVISION OF INSPECTION 
Mr. Passman. Did you not have some type of program of investi- 


fation voOIne Ol) under the old system. before this new office was 
created 7 
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Mr. Murruy. The ICA had a Division of Inspections, Mr. Chair- 
man, the bulk of which has been transferred over to my office as a 
result of this action. 


REPORTS ON YVINDINGS OF ICA INVESTIGATIONS 


Mr. Passman. So they did have that phase of the operat ion. Have 
you ever submitted a report on that operation to this committee / 

Mr. Murrny. No. This is my first appearance before vou in this 
new capacity, Mr. Chairman. 

Mr. Passman. I am speaking now of prior years, when you had 
these investigations going on in the ICA. Tlave you ever submitted 
a report to this committee show ing their findings / 

Mr. Murpny. No, | do not believe so. 

Mr. Passman. Why not? 

Mr. Mucrpny. I believe the GAO reported to you last vear. 

Mr. Passman. Since you had such a staff, why did vou not report 
to this committee so we could take into account your findings? 

Mr. Merrrry. I do not know the answer to that. J] was not respon- 
sible for that. 

Mr. Passman. You worked under Mr. Dillon prior to your present 
assignment. 

Mr. Murreny. In asense. 

Mr. Passman. Youstill work under Mr. Dillon. 

Mr. Mcurreriy. Inasense. I worked directly in the ICA, Mr. Chair- 
man, but I had what they called a dual assignment. In addition to 
being Controller of ICA, I was also assisting Mr. Dillon in his ¢a- 
pacity as coordinator of the Mutual Security Program. 

Mr. Passman. And reported to Mr. Dillon as the Under Secretary 
in charge of the overall] program. 

Mr. Murprry. On some things I reported to him directly, and on 
other things I reported through the ICA Director. 

Mr. Passman. Indirectly. 

Mr. Murrny. That is right. 

Mr. Passman. Youstill report to Mr. Dillon? 

Mr. Murrriy. I still report to Mr. Dillon in all respects. 


CLEARANCE OF INFORMATION FURNISHED COMMITTEE BY UNDER 
SECRETARY 


Mr. Passman. Before this committee could get any information, 
would it be the policy that this first go to Mr. Dillon, and he would 
decide what would be proper for the committee to see and hear? 

Mr. Mureuy. There may be instances, Mr. Chairman, where that 
would be necessary. 

Mr. Passman. Would you divulge that information without his 
permission 4 

Mr. Murpny. I was about to give you a few examples of cases that 
we have in hand, Mr. Chairman. Frankly, I have not consulted Mr. 
Dillon as to whether I could or not. It did not think it was necessary. 

Mr. Passman. What was that? 

Mr. Murrny. Earlier when you asked me if I would make a report 
and I said I had a few examples of instances of cases that we were 
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handling, I say I did not request Mr. Dillon’s permission to reveal 
that to the committee, and I did not think it was necessary. J am 
sure you would have no problem there. 


AVAILABILITY OF REPORTS OF OFFICE OF EVALUATIONS TO CONGRESSIONAL 
COMMITTEES 


Mr. Passman. Will the report of the different teams in the Office 
of Evaluations be made available to the committees of Congress, if 
thes clesire to receive them 2 

Mr. Murpiry. The short answer to that question, Mr. Chairman, is 
that they will not be made available in their entirety under current 
ground rules. 

Mr. Passman. We could hold hearings for 2 weeks and you could 
hot reveal any more definite information than you have there. In my 
opinion, if we ever get the information, it will be the hard w: ay. 

Mr. Murriy. Mr. Chairman, I should like to be sure my answer 
is complete on the record and explain the reason for my answer. 

Mr. Passman. You may give the reasons. 

Mr. Murruy. It gets into the area of so-called executive privilege, 
on which I do not make the ground rules. 

Mr. Passman. We understand. It means that this committee in 
the future, as in the past, will have to go out and dig up this informa- 
LlOn itself. 

Mr. Murriry. All matters of fact will be made available on request. 

Mr. Passman. After they have been cleared with Ma. Dillon. 

Mr. Murriy. No. There would not be any necessity for prereview 

it by Mr. Dillon so far as it involved findings of fact, and conclu- 
sions of facet. and so forth. 

Mir. Passman. It is customary for you to work through Mr. Dillon; 
Is it not ? 

Mr. Murruy. In a broad policy sense. I am sure you realize I do 
not check with Mr. Dillon every time I make a move. 

Mr. Passman. We would not expect you to have to go that far with 


DIVISION OF INVESTIGATIONS RESPONSIBILITIES 


What is the Division of Investigations investigating ? 

Mr. Mcreuy. They are the Division which has been assigned re- 
sponsibility for seeking out improprieties, Mr. Chairman. They in- 
vestigate any allegations or any suspicion which occurs to them as a 
result of their observation of the programs in the field. 

[ suppose you realize that we operate on an open door policy in 
this Division, and anybody, whether he be connected with the pro- 
gram. or not, who has a story to tell, who thinks there is anything 
Wrong in the way of an impropriety, malfeasance, concerned with the 
program, gets an attentive ear. 

If these allegations appear to be serious they are investigated from 
beginning to end. Sometimes they are investigated at considerable 
expense, involv ing tr ips overseas and t] 1e like. 
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CONSIDERATION OF RECOMMENDATIONS OF INDIVIDUALS 


Mr. Passwawn. For peop le such as former Congressman Coon, who 
‘ame back ee Peru. did you vive il sympathetic ear to his findings ¢ 
or do you possibly attempt to establish that perhaps he was dlis- 
eruntled or erroneous / 

Mir. Mcereny. We do both, Mr. Chairman. 

Mr. Passman. Heavy on either side of it 

oe Murruy. As I said we try to be objective, independent. In 

the: attentive ear had been elven to Mr. Coon be fore hee ‘ver Came 

es aaas asnsieenitage ted vear. In fact, as you were told last year, 
an investigation Was pete conducted as to his allegations which also 
had been made to 1C as well as to your committee. 


CONSIDERATION OF RECOMMENDATIONS OF STAFF ON COUNTRY FUND 


Mr. Passmawn. Is it customary to follow the recommendations of 
vour staff on a country level as to whether a project should be con- 
tinued or discontinued / 

Mr. Mureny. That would depend on the circumstances, Mar. Chair- 
man. I would say it would be customary to follow their recommenda- 
tions unless we have reasons to believe their recommendations might 
be off base. 


CONSIDERATION OF RECOMMENDATIONS OF MEMBERS OF CONGRESS 


Mr. PassM AN. Recommendations of Members of the Congress 
would not be one of the considerations: would it / 

Mr. Murrrry. Any recommendations from a Congressman would 
be seriously considered. 

Mr. Passman. I understood it was that way. 


FINANCING OF EXPENSES OF OFFICE OF INSPECTOR GENERAL 


Why should not the expense of your office be considered as admin- 
istrative expense, to en: able the C ongress to keep an eve on the ex- 
penses of your office, rather than having the office financed by pro- 
gram funds with no control by the Congress on the amount ¢ 

Mr. Murruy. The Foreign Affairs Committee originated this plan. 

Mr. Passman. I want your opinion. 

Why should it not be / 

Mr. Mcrrity. I do not believe it should be. 

Mr. Passman. Why should not the Congress have control and w] 
should it not be considered administrative expense ? 

Mr. Murrny. I do not think one necessarily excludes the other. I 
hope to be completely frank and forthright with you on the matter. 
I hope you realize that any recommendations or reactions that you 
evidence would be se riously conside red by me, 

Mr. Passmax. You do understand there is nothing person: al about 
these hearings. We are all very fond of you, and that is why we ask 
for your judgment, = see what kind of a case you can make as to 
why this should not be administrative e cay nse and why it should not 
be set up with a limitation placed on it. 
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Mr. Murruy. The reason I do not think it should be governed by 

limitation, Mr. Chairman, principally at this time, is because the 
office is in the process of evolution, 9 there is nobody, including me, 
and I have made as close a study of this as I can, who can say with 
any authority exactly what the eueentis for carrying out a 
thorough and responsive program of this office would be for a full 
fiscal year bec ause Wi e simply do not have the experience 
Mr. Passman. Then why should it not be under the heading of 
administrative expenses / 

Mr. Murpiny. That makes little import, Mr. Chairman, what you 
eall it. 

Mir. Passmaan. What if the committee should feel differently 4 

Mr. Murry. I do not think it makes any differe sp whether you 
call them administrative expenses or whether you ¢ = hem \ progr: am 
expenses or what as long as you do not put the office in a position 
where it cannot carry out a vigorous and 

Mr. Passman. What if you should have $1 million to carry out a 
specific program to benefit a particular country, and we left this up 
to you and you took $800,000 out of that particular program for your 
expenses’ Would you not be reducing the country program by that 
amount 4 

Mr. Murpuy. Yes, Mr. Chairman, but as I indicated in my state- 
ment, the plan is to assess the cost of the office against the five major 
accounts. As you know, the requests for those are $2 billion, S700 
million, $724 million, and not million dollar requests where $800,000 
would be siphoned off. They are very large programs. 

Mr. Passman. Would it hamper your operation if this should be 
under aciministrative expenses / 

Mr. Murruy. [t depends on exactly what you mean by that. I 
don't care what the expenses are called. 

Mi. J PASSMAN. | belie ‘ve Vou know exactly to what [ refer, 

Mr. Murpriy. No, I do not. 

Mir. Passman. You have administrative expenses in the State De- 
partment and in the ICA. 

Mr. Mourriry. Now I do know. 

Mr. Passman. And in military. 

Mr. Mureny. Now I do know. T thought you meant what we eall 


them. | kept saying it didn’t really mutter. 
Mr. Passaan. You do know that yours is handled differently from 
the othe rs 4 


Mr. Murriy. I certainly do. If you meant do I see any reason why 
they should not be included in the appropriation for administrative 
expel SECS - 

Mr. Passman. Not included in. We shall not do that 

Mr. Merprny. I do not understand. 


EPFECT OF ESTABLISHING DIRECT APPROPRIATION VERSUS FINANCING FROM 
PROGRAM FUNDS 


Mr. Passman. We want it under administrative expenses, and to 
appropriate specifically for your office, so as not to take it out of 
programs. 

Mr. Murrvnuy. In other words, instead of a limitation an appropri- 
ation 4 
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Mr. Passman. There still might be a limitation. 

What I am trying to find out is whether we should set up in the bill 
administrative expenses from your office, and appropriate money for 
the administrative expenses, and not take it out of specific programs, 
Would that procedure hamper your operation / 

Mr. Murry. Not if they were adequate and if that were possible. 
I am not a lawyer, as you know, and I do not know whether that kind 
of action would be in line with the act or not. I would have to con- 
sult on that. 

If the amount of money provided were adequate to meet the re- 
quirements of the office during fiscal year 1961 it would not hamper 
the operation of the office. 

Mr. Passman. Why did you not submit it to Congress as an admin- 
istrative expense / 

Mr. Murpny. Congress specifically directed in the law that they 
wanted it handled otherwise. 


PROGRAMS FROM WHICH EXPENSE FUNDS TO BE DERIVED 


Mr. Passman. We never know from what program you will take 
it; is that correct ? 

Mr. Mcurrny. As long as I am in this job you will always be able 
to look at it. Be assured of that. 

Mr. Passman. You could not say at this time the particular appro- 
priation from which you will take funds for this expense? 

Mr. Mourpuy. I can tell you which of the five it will be taken out of. 

Mr. Passman. How much out of each one? 

Mr. Mureny. No, I cannot tell you that. 

Mr. Passman. That is exactly what we are trying to find out. You 
do not know how much is coming out of each program ¢ 

Mr. Murpny. I have a plan b: ised on the or iginal estimate that was 
made and which is set forth in the—— 


ESTIMATE OF REQUIREMENTS FOR FISCAL YEAR 1961 INDEFINITE 


Mr. Passman. What is your best estimate as to the requirements in 
fiscal 1961¢ Originally it was $1,250,000. I notice in your statement 
that you now expect it to be more. 

Would you give us some explanation / 

Mr. Merrny. The original estimate had to be made before the end 
of calendar 1959 when nobody had any real idea what it would cost 
to run the office. Nevertheless we had to conform with the require- 
ments and put in an estimate. We did the best we could. 

At this moment, because of this big question, Mr. Chairman, about 
exactly what we will be able to work out with the military on this 
investigations question, and I do not know the answer to it, [ am un- 
able to give you a precise estimate. 

On the other hand I do not want to appear to be evading your ques- 
tion, and I will tell you that aside from that imponderable, which I can- 


not put a price tag on for obvious reasons, my current estimate is that 
the office would cost about $134 million. 
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RELATIONSHIP WITH MILITARY ASSISTANCE PROGRAM 


Mr. Passman. Is that without the military ¢ 

Mr. Murruy. Without just the one aspect, the question of how do 
we tie in the investigative activities with the service inspectors gen- 
eral, the theater commanders, and the Office of Military Assistance in 
the Pentagon. 

Until we have a complete and clear understanding of everything 
they are doing themselves with respect to the military assistance pro- 
crams it is impossible to determine whether you have an adequate in- 
vestigative program in that area, whether it will have to be supple- 
mented or not, whether in supplementing it you are able to persuade 
the services that they should do it and not you, whether you yourself 
would have to do it. 

Until I can get the answers to that pinned down I cannot put a price 
tagonit. That isthe big imponderable at the moment. 

Mr. Passman. Believe me, this is a surpr ise. Iintended to ask why 
you would want an increase from last year’s program of $767,000 up 
to $1,250,000, which was an increase of $483,000. 

Before I ever got around to asking the question I learned from your 
statement that you want $1,750,000, and that you intend to spend 
£900,000 for fiscal 1960, which would be an $850,000 increase. 


JUSTIFICATION MATERIAL 


We shall insert at this point in the record justification pages 95 
through 96. 
(The justification pages referred to follow :) 


EXPENSES, INSPECTOR GENERAL AND COMPTROLLER 


AUTHORITY FOR ESTABLISHMENT OF OFFICE 


The Office of Inspector General and Comptroller was established in the De- 
partment of State by the Mutual Security Act of 1959 (Public Law 86-108), 
Which became effective on July 24, 1959. Section 401(h) of Public Law 86—108 
adds section 533A to the Mutual Security Act of 1954, as amended, and provides 
or an Office of Inspector General and Comptroller to assume responsibility 
or (1) systems of financial controls and reports, and audit programs relating 
0 all programs of assistance under the Mutual Security Act of 1954, as amended 
(hereinafter referred to as mutual security programs); (2) evaluations of the 
effectiveness of mutual security programs in achieving their objectives (other 
than strictly military objectives under the military assistance program), and 
procedures designed to insure that recommendations to correct mutual security 
program deficiencies are promptly considered and acted upon; and (3) investi- 
gations to seek out improper activities in connection with mutual security pro- 
grams. 

Organizationally, the Inspector General and Comptroller reports directly to 
the Under Secretary, assisting the Under Secretary in carrying out his respon- 
sibilities as coordinator of the mutual security program, 


f 
f 
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SUMMARY OF ESTIMATE 


For 1961, it is estimated that $1,250,000 will be required for expenses of the 
Office of Inspector General and Comptroller. This represents an increase of 
MS3.000 over the $767,000 estimated for 1960, the increase being due to staff 
buildup and the resulting increased man-years and related costs in 1961. 
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For 1960, the amounts charged to each program appropriation are identified 
in the congressional presentation volumes under the program titles shown below: 
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Title of program and appropriation charged 
Fiscal year 
1960 amount 
Development Loan Fund Volume: Program and financing schedule: 


Other expenses........-...<. i echibhas argh buna in tanto mai emebinokes eee ws ee $80, 000 
Nonregional volume: 
Military assistance: Miscellaneous nonregional_____--_----_--~ 50, OOO 
Interregional expenses: 
EPI SIs a Sch a ewe Sivan tescan 75, 000 
Technical cooperation, general authorization- L 20, OOO 
Other special assistance programs: Special assistance, general 
aR I a a ennai annie _ 25, 000 
President’s fund for Asian economic development ates 139, OOO 
Special programs other than military: 
President’s special authority and contingency fund ; 100, 000 
Ocean freight charges, U.S. voluntary relief agencies 278, 000 
NTR sa a an eae meas nial cn cea easin 767, 000 


For 1961, specific amounts from specific appropriations are not shown else- 
where in the congressional presentation. However, it is anticipated that the 
expenses of the Oflice of Inspector General and Comptroller will be funded as 
follows: 

MSP appropriation 
Fiscal year 
1960 amount 


Defense support__--.-----~-- be hie ea ete tease $400, 000 
Special assistance, general authorization_- a 150, OOO 
Technical cooperation, general authorization sed LOO, O00 
RES ERT nis a sss era tence a eso 800, OOO 
Development Loan Fund_----------~--- . . 300, OOO 

FR aw NE IL 1, 250, OOO 


EXPLANATION OF FUNCTIONS AND STAFFING 


In addition to the immediate office of the Inspector General and Comtproller, 
which numbers 15 positions including an executive staff, the organization is 
composed of three divisions. The functions of these divisions are outlined 
below. 

DIVISION OF MUTUAL SECURITY FINANCIAL MANAGEMENT 


This Division, having 3S positions, is responsible for: 

(a) Establishing or reviewing and approving a system for the financial cor 
trol of mutual security programs in order to insure compliance with applicable 
laws, regulations, and established policies. 

(b) Reviewing mutual security programs for the purpose of advising the 
Under Secretary and other appropriate officials on the budgetary and fiscal 
aspects of such programs. 

(c) Establishing or reviewing and approving a system of financial and statis 
tical reporting with respect to mutual security programs. 

(d) Establishing or reviewing and approving policies and standards providing 
for extensive internal audits of mutual security programs, and reviewing and 
approving such programs and coordinating them with the appropriate officials 
of other Government agencies to insure maximum audit coverage and to avoid 
duplication of effort. 

(e) Conducting or requiring the conduct of such special audits as in the 
judgment of the Inspector General and Comptroller may be required in indi 
Vidual cases. 

(f) Conducting or requiring the conduct of such inspections as in the judg 
ment of the Inspector General and Comptroller may be required with respect to 
end-item use in foreign countries. 
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(g) Assisting the Division of Mutual Security Evaluations in the review of 
audit findings and action taken thereon as they relate to the budgetary and fiscal 
aspects of mutual security programs. 

(hk) Designing the form and prescribing the financial and statistical content 
of the annual mutual security program presentation to the Congress. 

To carry out the above functions, the Division of Mutual Security Financial 
Management is organized functionally in three branches: Budgeting, accounting 
and reporting, and auditing. Highly competent specialists are required in these 
three fields, since many of the functions to be performed are new and involve 
complex problems of financial administration and coordination. 


DIVISION OF MUTUAL SECURITY INVESTIGATIONS 


This division, having 35 positions, 18 of which are overseas, is responsible for: 

(a) Developing policies, standards, and procedures for the investigation of 
possible violation of Federal criminal and civil fraud statutes in cases of trans- 
actions financed under mutual security programs. 

(b) Conducting investigations in accordance with such policies, standards, 
and procedures. 

(c) Receiving and analyzing allegations of impropriety, dereliction, mal- 
feasance, fraudulence, or criminality on the part of any person or firm direetly 
or indirectly connected with mutual security programs or with operations 
financed by mutual security funds. 

(d) Conducting investigations or arranging for the conduct of investigations 
to verify and assemble facts concerning such allegations. 

(c) Maintaining liaison with the Federal Bureau of Investigation, other Goy- 
ernment law enforcement agencies, and with operating agencies responsible for 
the administration of mutual security programs. 

As provided in section 535A, the functions of the former ICA Division of In- 
spections, along with its personnel totaling 31, have been transferred to the 
Division of Mutual Security Investigations in the Office of Inspector General 
and Comptroller. As constituted in the Office of Inspector General and Comp 
troller, the Division of Mutual Security Investigations has responsibility for 
investigatory activities in connection with all mutual security programs, in- 
cluding ICA, 

DIVISION OF MUTUAL SECURITY EVALUATIONS 


This division, having 12 positions, is responsible for: 

(a) Making evaluations of the content, the operating effectiveness, and the 
attainment of the objectives (except strictly military objectives) of mutual secu- 
rity programs. 

(b) Making evaluations of the political and economic consequences of mutual 
security programs on recipient countries. 

(c) Conducting surveys of mutual security programs as a basis for such 
evaluations. 

(d) Reviewing internal audit reports and General Accounting Office audit 
reports and the findings therein, recommendations of operating agencies with 
respect thereto, and the action taken thereon by the operating agencies concerned 
and preparing recommendations with respect thereto to the Under Secretary of 
State and other appropriate officials. 

(e) Establishing appropriate procedures designed to insure prompt and defi- 
nite action, and maintaining on behalf of the Inspector General and Comptroller 
records thereof, on the recommendations contained in reports of congressiona 
committees, evaluation reports prepared by the Division of Mutual Securify 
Evaluations, internal audit reports, and audit reports made by the General 
Accounting Office. 

Of the 12 positions mentioned above, 7 are in a Washington headquarters staf 
including the Division Director. The balance of five are senior Foreign Service 
officers who are permanent members of evaluating teams that will conduet field 
surveys. Each team will be composed of a senior Foreign Service officer as head 
a senior ICA economic specialist and, for evaluations of military assistance pre 
grams, a senior military officer. A junior staff assistant will be assigned to eac! 
team and the teams will be further augmented, as needed, by specialists fro 
other Government agencies or from nongovernmental sources. Except for tht 
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team head, it is anticipated that most other members of teams will be obtained 
by detail or by short-term appointment of consultants. 

An evaluation function covering ICA programs was formerly performed by 
ICA. As provided in section 533A, that function has now been discontinued by 
ICA and has been absorbed by the Office of Inspector General and Comptroller. 


Ofice of Inspector General and Comptroller—Summary of estimated obligations by 
o'ject class 


Fiscal year 1960 Fiscal year 1961 
Number Amount Number {| Amount: 
Total permanent positions. .....-- s s 100 $900, 664 100 $909, 731 
Deduct lapse_-_- é Gxecce —48.6 137,811 10.0 —). 973 
Net permanent positions 51.4 452, 853 90. 0 818, 758 
Part-time and temporary employment ‘ 3 3, 800 1.3 16, 800 
Average employment all personnel a 51. 7 4166, 653 91.3 835, 558 
ther personal services 
Regular pay above 52-week base. i ne _ i 3, 560 P 3, 150 
Overtime and holiday pay -- 1, 000 1, 800 
Living allowance 2, 900 3, 200 
Quarters illowance 2 = ba 38. O00 45. 000 
Additional pay for service abroad - om 14, 500 17, 500 
Payments to other agencies for reimbursa- 
ble details Lae 2.0 34, 300 
Total personal services. ----- ae 51.7 526, 613 93.3 940, 508 
— izations 
01 Personal services : es ‘ i 526, 613 940, 508 
2 Travel S eee O5. &86 149, 600 
3 Transportation of things = 1, 400 5 900 
7 Other contractual services : 3, 000 10. 302 
Representation allowances 500 ] 2. 000 
Services performed by other Gov- 
ernment agencies... ; met 109, 518 81, 971 
ll Grants, subsidies and contributions 
Contribution to retirement fund 30, O83 59, 719 
Total direct obligations _.---_- ; 4 767, 000 1, 250, 000 


REVISED ESTIMATE OF EXPENSES 


Mr. PassmMan. May we receive a revised table of obligations up to 
the present time / 

Mr. Murpny. Yes, sir. I can tell you what they are through the 
end of March. 

Mr. Passman. And for 1961? 

Mr. Murruy. You mean estimates. 

With respect to 1960, Mr. Chairman, the answer I am about to give 
you will illustrate the problem we have been coping with. 

First of all, you used the figures of $900,000 and $1,750,000. 

Mr. Passman. That is what you said. 

Mr. Murrpny. And calculated an increase of $850,000, which is per- 
fect arithmetic, of course. 

The point is, though, that the $900,000 represents less than a half- 
year’s cost of running the office, whereas the $1,750,000 is a full 
year’s cost. 


(The table referred to follows:) 
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Re sed estimated e: penses of Office of Inspe ctor General and ( ‘omptrolle Fa De partment 
of State, fiscal year 1960 and fiscal year 1961 


Fiscal year 1960 I il vear 1961 
revised estimate revised estimate 
Number Amount Number A mount 
Total pe ent ] s 116 $1, 128,8 iit $1, 140, 940 
Deduct lay §2 608, 532 ) 19. 965 
Net] ent } I 1). Ds {8 0, 97 
I it temy employment t 60 
A ve e p pers ne x 23 SS s 04¢ 7 
Ot , 0 ( 
R lar t 2 k t +, 028 4 002 
Overtin ! 1 I ] ( RIK 
Living ’ 
Quarter ) 
Add il pay } a x 21. OF 
Pave to < ‘ 
il a ab, 24 } 62, 4 
I ‘ 8 RR. 459 g ar ORF 
D ( 1 
0] Personal service SRR. 4590 ” 7 
02 Trav t l )07 
Pransporta { 
{ Rent du 42 7 
O68 Printir 1 St4 
O07 Other con i I st 2,8 
R nt ( 
Qe } r Gove 
OS = 55Y ~« 
09 Eq ) 562 7 
G I 1 
Contribut re t fund 23.07 7 
] er On | 
I } nH)? 762 
EMPLOY MENT 
, > F : ; 1 7 . 
Mr. Passman. At this point how many employees do you have in 


vour office / 

Mr. Murrny. As of the moment 77 people on board. 

Mr. Passman. Beginning with the new fiscal year you had 30; 1s 
that correct ? 

Mr. Murer. July 24, ves. The reason it is July 24 is that that is 
the date of the authorization act which switched these people over. 
We had 30 investigative personne] for virtually the full year. 


OBLIGATIONS 


The obligations which we have recorded through the end ot March, 
Mr. Chairman, total $466,750. 

Our obligations for the last quarter of this vear are $434,737 
estimated. 

There is a distortion here because in the last quarter it includes 
the reimbusement cost to ICA and State for the administrative support 
supplied to this office W hich we could not even pin dow n precisely until 
about the end of March, so there is included in the fourth quarter a 
full year’s administrative support cost, that is from July 24, forward, 


urtment 


nount 


|, 140, 940 


109, 965 


L, 030, 975 


15. 600 


|, 046, 575 


, 002 
1, 800 
1, 926 


62, 400 


on 


hat is 
over. 


ludes 
pport 
until 
ter a 
vard, 


815 


totaling $130,000. In reality only a quarter of that would apply to 
the fourth quarter and the rest of the money are the true costs of the 
fourth quarter. 

Mr. Passman. When did you arrive at the earlier estimate of 
S767.000 ¢ 

Mr. Murreny. We had to put the estimate in, as I recall it, in late 
October or early November. I was unable even to get the personnel 
and investigations people moved physically to the point where I could 

tart supervising them, let alone analyzing the program, finding out 
8 it they were doing, what needed to be done, and so forth, until the 
middle of December. That will give you an idea of the circumstances 
inder which we had to make an estimate and it will account in large 
part for the reason why we were off by about $130,000. 


TOTAL EMPLOYMENT, GRADE, SALARY, AND PREVIOUS EMPLOYMENT 


Mr. PassmMan. How many positions did you have filled as of the 
st pay period ¢ 

Mr. Murrny. Seventy-seven. 

Mr. PassMan. Can you give us a list of the categories and salaries? 
Mr. Murruy. How would you like me to do this? Do you want the 
title and salary and who the incumbent is? 

Mr. Passman. Just insert the information in the record. 
(The information requested follows :) 
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NEW RESPONSIBILITIES OF DIVISION OF MUTUAL SECURITY FINANCIAL 
MANAGEMENT 


Mr. Passman. Which of the responsibilities of the Division of 
Mutual Security Financial Management are new and involve complex 
problems of financial administration and coordination ¢ 
~ Mr. Murpny. This is a complicated question, too. I have a state- 
ment t of the responsibilities of the Division of Financial Management 
siti at the moment. 

This isa new Division which did not exist. 

Mr. Passman. Which of the responsibilities of the Division of 
Mutual Security Financial Management are new and involve complex 
problems of financial administration and coordination ? 

Mr. Mi RPHY. Maybe the best way to answer that is to refer to the 

~Mr. Chairman. The law is new, of course. 

‘The | law assigned 11 functions of a financial management category 
othe oflice. They are included in section 533A(c). Would you like 
ne to read them / 

Mr. Passman. If you do not have the answer, other than referring to 
ie law, we shall insert the text of the law in the record. 

The information requested follows :) 


t 
tT? 


SECTION 5383A(C) OF THE MUTUAL SEcuRITY Act OF 1954, AS AMENDED 

c) The Inspector General and Comptroller shall have the following 
luties, in addition to those duties transferred to him under subsection (b) of this 
eection 

1) Establishing or reviewing and approving a system of financial con- 
is over programs of assistance authorized by this Act to insure compliance 
with the applicable laws and regulations ; 

2) Advising and consulting with the Secretary of Defense or his delegate 
with respect to the controls, standards, and procedures established or ap- 
proved under this section insofar as such controls, standards, and procedures 
relate to assistance furnished under chapter I of this Act; 

(3) Establishing or reviewing and approving policies and standards pro- 
viding for extensive internal audits of programs of assistance authorized 
by this Act; 

1) Reviewing and approving internal audit programs under this section, 
nd coordinating such programs with the appropriate officials of other Gov- 
ernment departments in order to insure maximum audit coverage and to 

| duplication of effort ; 

(5) Reviewing audit findings and recommendations of operating agencies 
and the action taken thereon, and making recommendations with respect 
thereto to the Under Secretary of State and other appropriate officials ; 

6) Conducting or requiring the conduct of such special audits as in his 
idgment may be required in individual cases, and of inspections with 
espect to end-item use in foreign countries ; 

(7) Establishing or reviewing and approving a system of financial and 
Statistical reporting with respect to all programs of assistance authorized 
by this Act; 

(8) Advising the Under Secretary of State and other appropriate officials 
n fiseal and budgetary aspects of proposed programs of assistance author- 
ized by this Act; 

(9) Designing the form and prescribing the financial and statistical con- 
tent of the annual program presentation to the Congress ; 

10) Coordinating and cooperating with the General Accounting Office in 
arrying out his duties, to the extent that such duties are within areas of 
responsibility of the General Accounting Office ; and 

(11) Carrying out such other duties as may be vested in him by the Under 
Secretary of State. 


tr 
2 


Mr. Passman. Give us the new functions, specifically. 
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Mr. Murruy. The new functions ¢ 

Mr. Passman. The new functions that you were not doing under 
the old system. Break them apart. 

Mr. Murrny. The first one is establishing or reviewing and ap- 
proving a system of financial controls over programs of assistance au- 
thorized by this act to insure compliance with applicable laws and 
regulations. 

The second one is advising and consulting with the Secretary of 
Defense or his delegate with 1 respect to the ‘controls, stand: rds, and 
procedures established or approved under this section, meaning sec- 
tion 533A, insofar as suc a controls, standards, and procedures relate 
to assistance furnished under chapter 1 of this act, which is military 
assistance. 

Three, establishing or reviewing and approving policies and stand- 
ards providing for extensive internal audits of programs of assistance 
authorized by this act. 

Mr. Chairman, this may be what vou are driving at. 

In the ICA, as the Controller of ICA, of course, I had a responsi- 
bility for an internal audit program for the ICA. This section, how- 
ever, puts on my office the responsibility for establishing or review- 
ing and approving a program of internal audit which covers the 
entire mutual security program, not just ICA. 

Noone ever did that before. 

Mr. PassmMan. Specifically, let us go to page 95 and pick up the last 
sentence at the top of the page: 

To carry out the above functions, the Division of Mutual Security Financial 
Management is organized functionally in three branches—budgeting, accounting, 
and reporting, and auditing. Highly competent specialists are required in 
these three fields, since many of these functions to be performed are new and 
involve complex problems of financial administration and coordination. 


MANUAL 


Mr. Mvcrrnry. The functions of that Division are spelled out ~ a 
manual order 10 pages in length which I have here and which you : 
free to look at. I will do whatever you want with it. 

This takes this Division, stipulates its organization, says what 
each unit of the organization will do. 

Mr. Passman. Whocompiled this manual ? 

Mr. Murriy. Compiled by my office in terms which we thought 
would be responsive to the 11 functions placed on the office in the act 
which are financial management in nature. 

Mr. Passman. Will you not get this so complicated that even you 
will not understand it ? 

Mr. Murpeny. No; I don’t think so. 

Mr. Passman. I am not questioning your integrity, but how will 
you know what. is going on unless you are familiar with all of these 
different specialties ? 

How many pages long is this manual? 

P Mr. Mourruy. Ten pages in length. This spells out in considerable 
etail 





ICA FINANCIAL MANAGEMENT STAFF 


Mr. Passman. Did vou not have budgeting, accounting, reporting, 
and auditing under the old ICA system ? 
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Mr. Murpiry. ICA did, yes. 

Mr. Passman. Aren’t they doing identically the same things? 

Mr. Murrny. Some of the work ICA would have done normally 
will, I hope, by the time we start the 1962 budget cycle, be done by this 
office. 

Mr. Passman. You are talking about something that is in another 
fiscal year. Limit it to 1961. 

Mr. Murpny. I said in my statement the Division will not be fully 
operational. 

Mr. Passman. What did you do with the people? You had a team 
going full speed before you ever created the new office. 

Mr. Murreny. I did not. I did not even get a Director until the 
16th of November. 

Mr. Passman. I speak of the people over in ICA. 

Mr. Murpny. They had nothing to do with the subject we are 
talking about. We are talking about Financial Management. The 
people I got from ICA were investigative types in an entirely dif- 
ferent division. 

The first new person came on board the 16th of November 1959, and 
he had the job of trying to staff the Division from zero, absolutely 
zero. 

EVALUATION TEAMS 


Mr. PassmMan. How many teams do you have now? You have 
broken it up into teams and divisions. 

Mr. Murpeuy. Five evaluation teams. 

Mr. PassmMan. How many positions were transferred to this Divi- 
sion from ICA ¢ 

Mr. Murreny. None. 

Mr. Passman. The ICA Division of Inspectors staff of 31 was trans- 
ferred to this office and has been increased by 4. Is that correct? 

Mr. Murruy. Yes,sir. An authorization has been given to add five 
addit ional investigators to that, plus three stenographers for oversea 
WOrk, 


REPORT OF DIVISION OF INSPECTORS 


Mr. Passman. Let us get back to the ICA, Division of Inspectors 
staff of 31, which was transferred to this office. It has been increased 
by four. Do you have a report on this particular Division for the 
committee ¢ 

Mr. Murrny. No, sir. This is the one you asked about earlier. 

Mr. Passman. It was transferred intact. Could you not give us 
some information ? 

Mr. Murruy. I am prepared to give you a report if you want me to 
prepare one. I brought just some examples which I can talk to you 
about. 

Mr. Passman. Do you have a copy for each member of the com- 
mittee ? 

Mr. Murpny. No, sir. 

Mr. PassMan. Please prepare a copy for each member. 








COMPLIANCE WITH COMMITTEE DIRECTIVE RE GENERAL ADMINISTRATIVE 


EXPENSES 


[am reading from the Mutual Security Ap ypropriation Act. of 1960, 
the committee re port, under “General administr: ative expenses. ” The 
budget estimate for this purpose was $39,500,000, the same amount as 
contained in the authorization bill. 

oe state that any transfer of functions to this oflice which 1 are pres- 
ently financed from the “General admini strative expenses sppeeee 
tion are not to be duplicated, and the cost thereof shall be deducted 
from the general administrative expense fund and anced in reserve, 

What have you done in ee ince with that directive? 

Mr. Mureuy. You refer to ICA’s administrative expenses. Mr. 
Grady, the Deputy for Management, will be here to talk to you about 
that and he would be a better man to answer that. 


REASON FOR INCREASING INSPEC roRs’ STAFI 


Mr. Passman. Why are there new positions, and why are they neces- 
sary, in the ICA Division for the inspectors’ staff ? 

Mr. Murrny. In the first place the functions of the Investigations 
Division were broadened by the Congress to include the entire Mutual 
Security Program, whereas the ICA inspection staff did work onl 
on the ICA programs. Therefore the staff has to take care of the 
investigative activities associated with the Development Loan Fund, 
which is a large lending organization at this point, and also the 
Department of State activities under Mutual Security and also the 
Military Assistance Program, so we have a programwide investigative 
responsibility now arising out of what used to be an ICA-only »- 
vestigative setup. 

Mr. Passman. What kinds of investigations do your inspectors 
investigate inthe DLF program ? 

Mr. Murrny. They would do the same, generally speaking, as they 


would for ICA. Anv allegation whatsoever that is made about a 
impropriety of any kind in — with the Development Loa 
iy in d transac tion woul | be followed j the same way as an ICA one 


ora Department of State one. 

Mr. Passman. Would there still be inspections in the ICA program: 

Mr. Mvrenuy. No, sir. The authority for ICA to conduct investi: 
gations disappeared when the law was enacted which transferred that 
function tothe new office. 

Mr. Passmaan. So, in effect, vour office has several new things, pos 
sibly the main one being the title. So far as the type of work is con- 
cerned, inspections, they are similar, but broader ? 

Mr. Mureny. Similar in nature; yes. 


REPORTS OF INVESTIGATIONS CONDUCTED BY ICA 


Mr. Passman. How can we go about getting even one report of 
similarity on the part es your investigators as compared with the old 
setup / 

Mr. Murrniy. I can get you some investigations conducted when 
this was under the jurisdiction of ICA and some conducted since and 
vou would be able to see the similari “ity. 
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EMPLOYMENT OF CONSULTANTS 


Mr. PassmAn. What kinds of short-term consultants are you pro- 


posing to employ at a cost of $16,800 per year ¢ 


Mr. Murrny. The need to hire consultants would probably come 
about mostly in connection with these evaluations. Here the program 
contemplates that an evaluation may run from 90 to 120 days. We 
will have occasion frequently, in conducting that activity, to hire 
people on a temporary duty basis of from 90 to 120 days at a per diem 

rate. 


PROPOSAL TO ASSIGN RESPONSIBILITY TO THE COMPTROLLER GENERAL 


Mr. Passman. In your opinion, and you are usually candid with 
this committee, could not more have been accomplished if we had 
incre rased the appropri: ition and the staff of the ¢ Comptroller ( reneral 
of the United States, rather than establishing an agency within an 
agency, with the same person reporting to Mr. Dillon who re ported 
to him prior to the new job ¢ 

Mr. Murpuy. The only response I can make is that basic point 
was made to the Foreign Affairs Committee by none other than the 
Comptroller General himself. The Foreign Affairs Committee 
thought otherwise, and reported out a bill which Congress passed, 
which established this office. <As I pointed out this was not greeted 
enthusiastically in the executive branch. This is not the kind of job 
where you make friends and influence people. 

Mr. Passman. What if the Congress should have another look at 
this, and reach about the same conclusion that I have and do just 
what I have asked you about, increase substantially the staff of the 
Comptroller General, increase his appropriation, ‘and get this out 
from under the status of an agency within an agency ? 

Mr. Murrerry. What is this about me? What do I have to do 
about it 7 

Mr. Passman. I asked you, would you think well of increasing the 
appropriation so that the ( ‘omptroller General could increase his staff 
and do this work? You said that possibility was submitted to the 
Foreign Affairs Committee and that the Comptroller General recom- 
mended it, but that it was not favorably received by the Foreign 
Affairs Committee. 

If Congress should arrive at other conclusions, and go back to the 
recommendation to increase the appropriation so that the Comp- 
troller General could increase his staff and do this work, do you 
believe more worthwhile results could be accomplished / ¢ 

Mr. Mureny. I would prefer not to answer that, Mr. Chairman. 
It would not. be proper for me to suggest to Congress what it eae \ do. 

I would like to clarify one point because I would not want to be 
accused of misleading you. 

I did not mean Mr. Campbell had made that same proposition lit- 
erally. He told the Foreign Affairs ommaktee he was there, his 
ollice was there, and were pre pared to do this job for them when he 
Was asked about the idea of an Inspector gener: al. 

The committee heard his views and decided otherwise 








824 
PROPOSED OVERSEA STAFFING 


Mr. Passman. How many employees do you propose to have sta- 
tioned overseas / 

Mr. Mureny. At the present time I estimate 22 would be stationed 
overseas. There are 16 there now consisting of 9 professionals and 7 
clerical. I would propose to add 3 professionals and 5 clericals for a 
total of 6 additional. which would make 22 as best 1 can judge at this 
point. 

Mr. Passman. When you made up your justific ations did you have 
in mind then, at that time, only 12 positions overseas / 


Mr. Murpeny. No,sir. 


EVALUATION REPORTS OF INSPECTOR GENERAL NOT AVAILABLE DUE TO 
EXECUTIVE PRIVILEGE 


Mr. Ruopes. Mr. Murphy, do I understand correctly that the Con- 
gress set up this position of Inspector General and that now we are 
unable to get the reports of evaluation of the Inspector General be- 
cause of the Executive privilege ¢ 

Mr. Murry. You did understand me correctly. Those are the 
ground rules and we are following them. 

The President has decided that communications or documents con- 
ti uning opinions or recommendations of subordinates to super 10rs 
privileged communications and they are not to be made availab oy 


BASIS FOR ESTABLISHMENT OF OFFICE 


Mr. Ruopes. Yet the executive department did not want this office 
set up in the first place. It seems an amazing anachronism that the 
branch of the Government which set up this activity cannot get re- 
ports from it, and the other branch, which didn’t want this activity, 
gets the reports. 

Mr. Murruy. Let me review it again. I hate to be too lengthy and 
I am afraid I am being so. 

Mr. Ruopes. Beas lengthy as it is necessary to explain this. 

Mr. Murruy. I might shed some light on it. Keep in mind the 
fact that some of the things I am now doing by law were being done 
before without statutory authority specifically. One example is the 
evaluation process. 

ICA had an office of evaluation. It was evaluating only ICA 
programs. 

Apparently the Foreign Affairs Committee and the Congress 
thought that the evaluation of these programs was a good idea, to the 
point where they said “We don’t want it to be just ICA; we want it 
taken out of there, put under Mr Dillon, and done across the board.” 

At the time they did that they did not have access to the ICA ones, 
either, so they were recognizing a function going on. They thought 
it probably had value, and they wanted it broadened. 

Mr. Ruopes. What about the other functions ? 

Mr. Mureuy. The problem hardly arises. On investigations we 
would make our findings and facts and conclusions available, and 
incidentally findings of fact and conclusions on evaluation are 
available. 
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It is only when you get into the area of opinion and recommendation 
that it becomes sensitive. That is where they draw the line. 

Mr. Passman. In the past this committee has been un: repens to get 
anything on a voluntary basis. We have had to sweat it out, or go out 
and dig it out. 


BASIS FOR IMMEDIATE BUILDING IN STAFF AND EVALUATION TEAMS 


Since this is a new office established by the Congress, why do we 
have to go at this thing with such a crash program, and see this 
request for funds doubled within a matter of just a few weeks or 
months 4 

Rather than setting up all types of teams and going into the program 
all over the country, would it not have been better to have selected 
me “bs intial proven investigative team, let it go out and do a select 

unber of countries, and bring in a report, so that you might ascertain 

r or not the program has been as good in the past as you have 
testified ¢ How would you ever disband this group you build up, 
all of these teams working, moved overseas with expenses paid ‘ 

Mr. Me rPHY. The problem of disbanding one of these evaluation 
teams is more apparent than real. I had to make a levy on the Foreign 
Service to get the officers to lead these teams. Believe me, Mr. 
Chairman, getting five Foreign Service officers, of Class 1 to lead these 
teams was no small problem. 

Mr. Passman. That is the point. Why did you not select one good 
substantial team and go out on a trial run ¢ 

Mr. Murrny. I could have done that. 

Mr. Passman. Why didn’t you do it ¢ 

Mr. Murrny. Because this is not the way it has been done in the past. 

Mr. Passman. That is why it has reac hed these proportions of con- 
fusion, 

Mr. Murpiry. If the idea of evaluating programs is a good one, 
and I have to assume it was a good one, and if you are operating 60 
programs, by the time we would vet 60 programs evaluated it would 
take us 60 years. 

Mr. Passman. Let us take the Division. You have five teams. 
That simply means, then, it will require 10 years for each one? 

Mr. Murrny. I hope to get 20 evaluations done per year. I am 
figuring on an average of 90 days for evaluation. On that basis the 
entire program coul 1 be completed in 3 years. 

Ido not want to leave the impression that we will evaluate every 
single program. Some will be evaluated twice in the 3-year period and 
others not at all. 

Do I make myself clear? 

Mr. Passman. Not quite. As this is a new agency, and the record 
indicates it is similar to the same investigation you had under the 
ld ICA 

Mr. Murrny. I thought we were talking about evaluations. That 
is why IT answered that way. 

Mr. Passman. You had some of these people working in ICA in- 
vestigating. 

Mr. Murpriry. Yes. 

Mr. Passman. What do you call it now? 


whetne 








Mr. Murrny. They are two entirely different things. 

Mr. Passman. Could you not have established one or two full- 
fledged evaluation teams and sent them out for a trial run, so that 
you could have had some information for this committee, rather 
than to try to employ some 77 experts and have them scattered all 
over the world and talk about 1962 ? 

Mr. Morpnuy. First of all, the 77 experts include a total of only 
15 people working on evaluations. The other 62 are not in the Di- 
vision of Mutual Security Evaluations. 


AVAILABILITY OF EVALUATION REPORTS TO COMMITTEI 


Mr. Passman. I don’t know why I should pursue it. The evalua- 
tion reports are not coing to be made available to us, anvway. They 
will be locked up and we shall not know whether they are favorable 
or unfavorable. 

Let us get along with the money part. 

Mr. Mcurreny. So we do not have a misunderstanding T want to be 
sure vou understand that the findings of fact and the conclusions of 
the evaluators will, if requested, be made available to Congress or 
any interested committee. 

The only thing that is not free to be made available, as I under- 
stand the ground rules—and I did not make them—is the area where 
they get into opinion and recommendations of subordinates to 
superiors 

The President made the rules on what would constitute privileged 
material and that became the ground rule for the whole executive 
branch. In his directive to the Secretary of Defense in 1954 in 
connection with the Army-McCarthy hearings this came up. 

Mr. Taper. I never heard of anybody running into trouble in find 
ing out why they needed the mone V. If we are goin o to have some 
thing like that we might as well pass them up and not give the ‘many 
appropriations because they are evidently ashamed of the reasons 
for their existence. 


NUMBER OF OVERSEA EMPLOYEES AND STATIONS 


Mr. Passman. How many employees do you propose to have sta- 
tioned overseas in fiscal 1961 ? 

Mr. Mcurreny. Twenty-two estimated. 

Mr. Passman. Where will they be stationed ? 

Mr. Mureny. As to professionals three will be in Korea, two in 
Saigon, one in Bangkok, one in Karachi, one in Teheran, one in 
Ankara, one in Frankfurt, and one—— 

Mr. Passman. Why do you want one in Frankfurt? We have no 
program there now. 

Mr. Mcreny. You would be surprised at transactions financed un- 
der this program involving exports from European countries. 

Mr. Passman. I think I might be. 

Mr. Mureny. That is the list of professionals. 

Mr. Passm AN. How about the other 124 

Mr. Murpry. On the stenographers 

Mr. Passman. Thesame countries? 
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I thought you wanted 
We havea i stenogr apher in Lima, 


Mr. Murpuy. They are in the same countr ies 
the precise number in each country. 


Peru. 
Mr. Passman. How many in Korea? 
Mr. Murreuy. Twoin Seoul. 
Mr. Passman. That is almost one toa team. 
Mr. Murrny. Two in Saigon. 
Mr. Passman. Two professional and two secretaries ? 
Mr. Murrny. That is right. The investigative reports require a 


very large amount of typing and dictation. 
Mr. Passman. What will the ‘y be doing while t 
vestigating ? 
Mr. Murpny. 
Mr. PassMAN. 
Mr. Mourpny. 
Mr. PAssMAN. 
Mr. Murrny. 
Mr. PassMAN. 
Mr. Murpnuy. 
Mr. PassMAN. 
Mr. Murpry. 
Mr. PAssMAN. 
Mr. Murpnuy. 
Mr. PASSMAN. 
Mr. Mureny. 
Mr. PassMAN. 
Mr. Murpny. 
Mr. PassMAN. 
Mr. Murpny. 
Mr. PassMAN. 


position open. 
Mr. Murpny. 


he two are out in- 


They dictate in advance. 
Before they investigate? 
They dictate. 

Bangkok ? 
One. 

Korea? 
Two 

Karachi? 

One. 

Teheran ? 
One. 

And Ankara? 
One. 

Frankfurt? 

One. 

One in Lima? 
One at Lima, Peru. 
Where will you send the other girl? There is one 
There is one in Rio de Janeiro planned. 
Mr. Passman. Will she be there alone ? 

Mr. Mcrrny. And one additional investigator. 
That is what I said ; 22. 


QUARTERS ALLOWANCES 


Mr. Passman. What is the correct amount for quarters allowances 
tobe allotted to these employees in total ? 

Mr. Mcrrny. Our best estimate on the quarters, Mr. Chairman, and 
here is one of our problems, we take some of these people over. 
are in Government-owned houses; others are not. 
they get them or not. 
about $26,000. 

Mr. Passman. When you made up the justifications, on page 96, 
you had a lower number. You had $45,000 for quarters allowance. 

Mr. Murpnuy. That is right. We have found in the meantime, Mr. 

Chairman, that a number of these individuals are occupying houses 
which are leased by the State Department and therefore we have to 
pay rent instead of quarters allowance. 


Some 
This affects whether 
On our quarters allowance I would estimate 


Mr. Passman. How many did you have in the program when you 
made up this estimate? TfTow many employees did you request ? 
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Mr. Mourpuy. We had 16 people overseas at that time. 

Mr. PassmMaNn. For 16 persons you requested $45,000 in your justifi- 
cations. Now, you have 22 persons, and you are asking for only 
$25,000. 

Mr. Mureny. That is right. 

Mr. Passman. Which means it was pure, unadulterated 
in the beginning. 

Mr. Mureny. That is right. 

Mr. Passman. How much more of it is guessing, and has no basis in 
fact ? 

Mr. Murpny. What we did when we had to put this together in the 
fall was to find out where these people were, what the quarters allow- 
ances were, and calculate them. We found a number of them were i 
Government-owned quarters or in leases where no quarters allowances 
were requ red. 

The quarters allowances turned out to be less, but the rents turned 
outto be more, 

Mr. Passmanx. Which means that this was inflated originally by 
more than 100 percent ¢ or 

Mr. Murrpny. No: because where this item was high, another item 
was low. The rents were underestimated because we did not know 
these people were in Government-leased houses. 

Mr. PassmMan. For 16 you requested $45,000, for 22 you request 
$26,000. 

Mr. Murrpny. That is right. 

Mr. Passman. We find the number you gave us totals 23, when we 
take the number of secretaries, et cetera, 

Mr. Murrenuy. Yes, sir. 

The correct figure I am advised, Mr. Chairman, is 24. Here is what 
happened: The 16 I quoted you were the number that were on board 
overseas when we took over. 

Mr. PassMaAn. One of these men is going to get an extra secretary! 

Mr. Murrny. No, no. Two additional people were added during 
the year; six next year. That makes the grand total of 24. This 
means I must have left out a stenographer. 


ouessing 


_ 


REPRESENTATION ALLOWANCE 


Mr. Passman. I note the “Representation allowance” item has in- 
creased from $500 in fiscal year 1960 to $2,000 in fiscal year 1961. 
What is “Representation allowance” ? 

Mr. Murreny. This is what you probably refer to in the United 
States, Mr. Chairman, as entertainment. Here, again, we have an IP- 
dication of the full year cost. 

Mr. Passman. What kind of entertainment ? 

Mr. Murty. Invitations to lunch, to dinner. 

Mr. Passman. To print invitations? 

Mr. Murpny. No; none of that. No printing is involved. 

Mr. PassmMan. What is it, then ? 

Mr. Murrny. I did not mean printing of invitations, I meant 1n- 
viting people to lunch or dinner or to a small reception. 

Mr. Passman. This is the expense of inviting them ? 

Mr. Murrry. Not the expense of inviting them, the expense of 
entertaining them after you get them there. 
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Mr. Passman. For what is the money spent 4 

Mr. Mureiy. For food, or for refreshments of one kind of another. 

Mr. Passman. Just define it. What do you mean, “refreshments” / 

Mr. Murpuy. Drinks, hors d’oeuvers, canapes, that type thing. 

Mr. Passman. Whisky 4 

Mr. Murrny. I imagine there are some alcoholic beverages involved, 
Mr. Chairman. Here, again, Mr. Chairman, the increase from $500 
to $2,000 is the fact that we are really only operative one-quarter this 


year. The first team just went out. 


Mr. PassMan. Is the $2,000 a firm figure ? 

Mr. Murrny. Here is one, Mr. Chairman, which you can be sure 
of. Believe me, it will not go above $2,000. 

Mr. Passman. 1 would not think so. 

Who will get the $2,000 / 


NECESSITY FOR REPRESENTATION ALLOWANCE 


Mr. Mureny. It was our plan, Mr. Chairman, as I told you a little 

ile ago, to have 20 evaluations in a year. Half the time involved 

1 90 days to be devoted to an evaluation would be spent on the spot 

the country. We plan to allow an evaluation team a maximum of 

S100 to reciprocate any entertainment they receive while they are in 
ecountry before they leave. 

Mr. Passman. Just what purpose would that serve if a person is 
over there to Investigate waste and mismanagement and dishonesty, 

and he is going to find somebody ; he is running something down, and 
you reciprocate and give a man a party ‘ 

Please give a little explanation of that situation. 

Mr. Murrny. Again, this representation allowance is intended for 
the evaluation teams. It does not have anything to do with the In- 
vestigations Division. ‘There is no implication when they go out, that 
these evaluators are hunting down dishonesty or improprieties in any 
shape, form, or manner. 

Mr. Passman. Does an investigator have to entertain 4 

Mr. Murrny. No, me This is no provision for any entertainment 
for any investigator. I said representation for the evaluators. 

Mr. Passman. For what purpose do they spend the money? They 
are part of the representation allowance, what. we usually refer to as 

whisky allowance. 

Mr. Murriry. I don’t refer to it that way, Mr. Chairman, but I] 
explained what it is for. It could be for meals, for refreshments, or 
for hors d’oeuvres, for canapes. 

Mr. Passman. Why does an evaluation team need to entertain? 

Mr. Murpny. The evaluation team, Mr. Chairman, is composed of 

three very, very senior U.S. representatives: A Foreign Service officer 
of class 1, which is the second highest rank in the Foreign Service, a 
general, or flag-rank officer from the Pent: agon, and a person of the 
caliber of an ICA mission director. When they go into a country to 
do evaluations they are received and entertained in the fashion that 

heir station would indicate, by officials of the foreign country. When 
they leave they reciprocate in some small measure. 
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LIMITATION PER EVALUATION 


The limit has been placed on a hundred dollars. 

Mr. Passman. Per party ¢ 

Mr. Murreuy. No, no, per evaluation, which means for 6 weeks. 

Mr. Passman. You mean by that, just in the country # 

Mr. Mureny. On the spot, yes, sir; the $100 is the allowance for 6 
weeks for three men. 

Mr. Passman. That is how many teams you have out? 

Mr. Murenuy. We are planning on having five teams that work al] 
the time, although they will only be out of the country half the time. 

Mr. Passman. That would be $500 each 6 weeks. This could get 
rather expensive. 

Mr. Murrny. That is the point. In a 90-day period, only about 6 
weeks would be spent in the foreign country. In other words, the 
remainder of the time would be here in Washington, either getting 
prepared, being briefed to go out or when they have come back, writing 
their report so that more than half their time will be right here in the 
United States so each evaluation team is allowed $400 a year, or $100 
per quarter, 6 weeks of which they would spend in the foreign country. 


BASIS FOR ESTIMATE 


Mr. Passman. How did you actually arrive at the $2,000 figure? 

Mr. Murrny. Just likethat. We allowed that. 

Mr. Passman. What does that leave for the Inspector General! 

Mr. Murrny. The Inspector General does not participate in that. 

Mr. Passman. Youare over the others? 

Mr. Murrny. Yes; but I am stationed in the United States, and I 
am not a Foreign Service officer. 


USE OF ALLOWANCE IN UNITED STATES 


Mr. Passman. Do they spend any of the $2,000 in the United States! 

Mr. Murenuy. No, sir. 

Mr. Ruopes. Can they spend the representation allowance to enter- 
tain Americans? 

Mr. Murrny. They can if it is incidental. In other words, it has 
to be primarily for representatives of other countries. 

Mr. Ruopres. I did not want them to have the party given when the 
evaluators went out. 


ALLOWANCES UTILIZED IN 1961 


Mr. Passman. How was this amount of money utilized for 1960! 

Mr. Murrny. None of it has been utilized to date, Mr. Chairman. 

Mr. Passman. That isa good record. You have oper: ated how long! 

Mr. Murrnry. We have not operated. That is the problem. The 
first team arrived in Turkey on the 29th of March. 

Mr. Passman. You spend the first amount of money getting ready 
to operate, then ? 

Mr. Mcreny. In a manner of speaking, that is correct, except for 
the investigation function which has been continuing. 
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Mr. Passman. Maybe we can get together, or you and Mr. Camp- 
bell, and a few more, and keep this thing on the ground. 


PROCEDURE INVOLVED IN AN INSPECTION OR EVALUATION 


What is the procedure involved when you decide to make an in- 
spection or an evaluation of a country program ? 

Mr. Murrny. I am very happy to answer this question, Mr. Chair- 
man. I just hope you won’t run out of patience with me. You ask 
questions which require fairly lengthy answers. 

Mr. Passman. I extend both sympathy and patience at this time. 

Mr. Murpnuy. The first thing is to collect the team. 

Mr. Passman. You are the first year doing that. Let’s get into 
the procedure. 

Mr. Murruy. And we select a staff assistant. They spend approx- 
imately 4 to 5 weeks in Washington studying the program that they 
are going to evaluate. This studying includes briefing in depth by 
all the agencies. 

Mr. Passman. Briefing in what ? 

Mr. Mureny. Briefing in depth. 

Mr. Taner. I don’t understand what that means. 

Mr. PassmMan. Idon’teither. I shall try to later. 

Mr. Murrny. This briefing, Mr. Chairman, is given by representa- 
tives of the executive branch agencies, or other organizations, such 
as international agencies, like the IBRD or the IMF, which have 
some knowledge and contribution to make to the team about the 
problems that the country is facing, the programs that have been 
conceived to focus on these problems and hopefully to solve them and 
this includes briefings in the Army, the Navy, the Air Force, the Office 
of the Secretary of Defense, the Bureau of the Budget, the Treasury 
Department, the Commerce Department, the International Coopera- 
tion Administration, the Development Loan Fund, the Export-Import 
Bank, the Department of State, geographic bureaus, political 
bureaus, and the economic bureaus, so that when they leave, including 
the study of all of the written material on the program which they 
can collect on the country to do an evaluation, they are as knowledge- 
able about the program as it is possible to make human beings in that 
period of time. 


DETERMINATION OF PROFICIENCY OF STAFF 


Mr. Passman. Do you have an examination to establish their pro- 
ficiency, how much they have absorbed, in all these things you men- 
tioned ? 

Mr. Murruy. No, sir; but in effect when they finish writing the 
report at the end of their evaluation, it would indicate to a large de- 
gree, | would think, the competence of the people. 

Mr. Passman. How long is that ¢ 

Mr. Murry. The cycle we hope to maintain is 90 days. 

Mr. Passman. Aren’t you giving them more subjects than they get 
ina full year in college? 
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Mr. Murpuy. No, sir. This is focused on a program in one coun- 
try. After they have this briefing in depth they go to the country it- 
self for on-the-spot evaluation. 

Mr. Taser. What does this depth mean ¢ 

Mr. Mourpny. I am not enunciating clearly, Mr. Taber. I said 
“briefing in depth.” 

Mr. Taser. Briefing in depth. What does that mean ? 

Mr. Murpny. I tried to describe it. It means comprehensive brief- 
ing. Perhaps that is a better way to express it, comprehensive brief- 
ing. Does that help, Mr. Taber? 

Mr. Taser. I don’t understand. I am going to try to find out if I 
get. a chance. 


NOTIFICATION OF EVALUATION OF PROGRAM 


Mr. Passman. Do you give advance notification to the country mis- 
sion that they are coming ¢ 

Mr. Murpny. There is an instruction which goes out that tells the 
ambassador that the team is coming to evaluate the program. 

Mr. Passman. How far in advance of their departure ? 

Mr. Mureny. I think maybe 3 weeks, Mr. Chairman. 

Mr. Passman. Does the FBI usually give these fellows we are try- 
ing to run down for dishonesty a notice before they go out, or do they 
slip up on them? 

Mr. Murrpny. He slips up on them like our investigators do, Mr. 
Chairman. 

Our investigators do not give any notice, either. 

Mr. Passman. You send the evaluation teams out before the in- 
vestigators ? 

Mr. Mourpuy. No; sometimes the investigators are in the country 
when they arrive. They have an entirely different job to do, an 
entirely different responsibility. 

Mr. Passman. Do these people have an opportunity to review the 
report. by country teams before the report is submitted to Wash- 
ington, D.C.? 

Mr. Mourpny. Do the people have, do the evaluators? 


REPORTS NOT REVIEWED BY MISSION PERSONNEL 


Mr. Passman. Do the ambassador and the ICA mission in the 
field have an opportunity to review the report before it is submitted 
to Washington? 

Mr. Mourreny. No, sir. 

Mr. PassMan. You bypass the ambassador ? 

Mr. Murrny. Before the evaluation teams leave the country, Mr. 
Chairman, they would have what we would call an exit interview 
with the country team in which they would apprise the country team 
verbally of the reactions they have had and their present. position 
with respect to whether the program is the proper kind of program, 
whether emphasis should be changed, that type of stuff. 

They would be interested in eliciting at that time, if they could, 
from the country team, information which they might contribute 
which might have a bearing on their views. In other words, if they 
have come to pretty much believe a certain thing, they will tell the 
ambassador that and they give him an opportunity to say, “I don’t 
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think you have considered this, or I don’t think you have considered 
that.” But to answer your question about a report, the report 1s not 
prepared until they get to Washington, so there would be no oppor- 


' tunity for it to be reviewed by the country team. 


' 
| 


j 


Mr. Murpnuy. It just 


PRIOR NOTIFICATION 


Mr. Passman. You do notify the ambassador and the ICA mission 
inadvance of the arrival of the evaluation teams? 
Mr. Murpny. Yes, sir; we do, about 3 weeks before they come. 
The investigators, on the other hand, arrive unannounced because 

they have a different type job to do. 


DISPOSITION OF FORMER ICA EVALUATION FUNCTION 


Mr. Passman. An evaluation function covering ICA programs was 
formerly performed by ICA; is that correct ? 

Mr. Murpny. Yes, sir; it was. 

Mr. Passman. You brought some staff over intact; did you not ? 

Mr. Mureuy. Not for the evaluation, Mr. Chairman. 

Mr. PassMAN. What happened to the evaluation function covered 
by ICA programs formerly under the ICA Director when you were 
in the office ? 

Mr. Murpeny. It phased out, Mr. Chairman. 

Mr. Passman. What do you mean “phased out”? 





Mr. PassmMan. What did you do with the employees ? 

Mr. Murpuy. These people were on details from other jobs and they 
went back to their jobs. 

Mr. Passman. All of them? 

Mr. Murpuy. Just about. 

Mr. Passman. What percentage would “just about” mean ? 

Mr. Murpuy. All of the officers, professional personnel, phased out. 
There was, I think, one stenographer left who was actually trans- 
ferred over from ICA. 


CONTINUATION OF SIMILAR PROGRAM RESPONSIBLE TO UNDER SECRETARY 
DILLON 


} 


_ Mr. Passman. Mr. Murphy, I have known you for a long time. I 
have a high regard for your integrity and your ability, and any mess 
that you have gotten into is not of your own making. But I think 
we have established that you had an evaluation function in ICA prior 
|} tocreation of this new Office. You had your audits, your inspections; 

you had your reports, you had your function management; all of them 
coming through either the ICA Director or through the Comptroller, 
or some other agency, reaching Mr. Dillon. Today we have this new 
function. We may apply different names to it, but Mr. Dillon is still 

nder Secretary of State in charge of this program. You are still 
working under Mr. Dillon. It only makes sense, it is only reasonable, 
tls only to be expected, that this material, or at least a good part of 
it, will go back to Mr. Dillon before it ever goes to the executive; 
and a certain amount of it goes to the executive that can never come 
to this committee. So, as far as this committee is concerned, we are 
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geing to try to assist you in not letting this program get out from 
under control, by holding the appropriation down to maybe a limited 
number of evaluation teams, rather than spreading the whole field, 
getting these people out in a job in quarters, and then having to bring 
them back. We hope you will understand, the committee is trying 
to be sympathetic. 

This is confusing, why this Office ever came into being, when it will 
function under the same man, in effect, as it has in the past. So we 
shall try to be understanding in making recommendations; but it 
looks to me as if it is growing rapidly. It hasn’t even gotten off the 
ground yet. It does not have even a one-page report. 

You have already spent $900,000, We can envision this mushroom- 
ing in the future toa point that the apropriation would be fantastic, 
because you are already thinking in terms of $1,750,000 for fiscal 
year 1961. That is the minimum. 

Mr. Mureny. First of all, Mr. Chairman, I have several comments 
to make on your comments, 1f I may be permitted. It is true that 
the Office reports to Mr. Dillon. I think it is significant, however, 
that it reports directly to Mr. Dillon and it does not report 
through 

Mr. Passman. I will accept a modification of “indirectly.” I have 
had lunch with you and Mr. Dillon. We are old friends. This is 
Mr. Dillon’s program. I am not trying to fool the committee or you, 
either. Any time Mr. Dillon wants to discuss this program, Mr. 
Passman is here. Let us not fool the committee, that this is not Mr. 
Dillon’s program and that Mr. Dillon is not looking at it out of both 
eves. 

~ Mr. Murpny. The last thing I was trying to do is kid you. Tam 
very serious about this. I think this is very significant that the 
()flice reports To Mr. Dillon rather than through another echelon. 

Mr. Passman. | was trying to establish that as true. You are still 

responsible to Mr. Dillon. 


REPORTS TO BE FURNISHED DURING CURRENT YEAR 


Mr. Murruy. You said we have spent $900,000 and have not given 
you a report. The $900,000 is the estimate through June 30, 1960, 
which is 214 months away so we haven't already spent that much 
money. 

Mr. Passman. I meant to refer to fiseal year 1960. 

Mr. Murruy. By the time we have spent that much money, there 
will be reports, Mr. Chairman. 

Mr. Passman. A report? 

Mr. Murreuy. There will be more than one report. 

Mr. Passman. It will be too late for the use of this committee, of 
this Congress, in deciding on the 1961 program. 


PURPOSE OF REPORTS 


Mr. Murrny. It depends on what you believe the purpose of the 
reports is. The purpose of the reports is to bring about a more effec: 
tive Mutual Security Program, not necessarily to reduce the amount of 
resources made available to run it. 
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Mr. Passman. Let me see if I get you straight. You mean these 
teams, their investigations and ev valuations may not be to find ways to 
reduce expenses of the program ¢ 

Mr. Murruy. They are out to find ways to make a more effective 
program which is not necessarily the same as to reduce expenditures. 

Mr. Passman. On page 9 it says— 
the probable trend of future aid requirements, including the possible elimina- 
tion of all or a part of current programs. 

Mr. Mcrpnuy. That is right. This is a possibility, but this is not 
the only reason why we have evaluation. 

Mr. Taner. Have they done any of that? 

Mr. Murpury. The first one started the 29th of March, Mr. Taber. 

Mr. Taner. The 29th of March ? 

Mr. Murruy. Yes, 14 days ago, in Turkey. 

Mr. Taser. You ought not spend more money than you estimated 
if youstarted then. 

Mr. Murreny. Mr. Taber, I was told in the fall of the year when 
was making up the estimates for 1960 and 1961 that I would not be 
successful in getting the personnel I needed for this program from 
the Foreign Service in time to have it even operational this year be- 
cause of the difficulties involved, In fact, I have got them, they are 
on board, they are working and a lot of people did not believe I could 
get that done in that time. 

Mr. Taner. They don’t seem to be producing anything yet. 

Mr. Murriy. If you send a team to Turkey for 6 weeks and they 
arrive there on the 29th of March, the 12th of April is a little bit early 
toexpect results. I hoye you agree with me on that. 

Mr, Passman. Mr. Murphy, you stated a moment ago that the main 
purpose of the evaluation team was not to find ways to reduce the 
amount of expenditures, but to make a more effective program. 

Mr. Mureuy. That is right. 

Mr. Passman. Does that mean to offset the statement on page 9, 
point (6) of the statement, “the probable trend of future aid require- 
ments, including the possible elimination of all or part of current pro- 
grams” ? 

Mr. Murrny. No, I do not think there is any conflict there. I 
think the teams naturally would look into this as one of the things 
they would look into, but I would say an analogy is a little boy who 
has a 50-cent allowance and he spends it on bubble gum. You might 
not want to cut the 50 cents, but you might want to see him spend it on 
other things than bubble gum. The main emphasis is to get more use 
for the United States for the money we spend, not necessarily to re- 


duce the amount of money we spend. 
Mr. Passman. Mr, Taber? 


ADMINISTRATIVE EXPENSE 


Mr. Taper. You made a statement indicating the expenditures for 
necessary activities, administrative expenditures, beginning with the 
fiscal year 1955 and ending with the estimate for 1961. Has that been 
placed in the record 2 

If not, I would like to place that in the record at this point. 

(The information follows :) 
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Mutua. SeEcurITY PROGRAM 


Administrative erpenses—Appropriations and obligations fiscal year 1955-61 


. j ~ ss | ~ | - 
Fiscal | Fiscal Fiseal Fiscal Fiscal Fiscal Fiscal 
year 1955 | year 1956 | year 1957 | year 1958 | year 1959 | year 1960 | year 196) 


ICA, sec. 411(b) | | 


Appropriation.............- | $32,500 | $33,500 | $33,595 | $32,750 | $33,000] $38,000 $40, O01 
Transfers-.-..- . ae 194 750 11,150 950 | 73,190 | 3510 | 3 

Appropriation (adjusted) 32,694 | 34, 250 34, 745 33,700 | 36, 190 | 38, 510 | 40, 30 
NRns secaddnsnnsss 32, 496 33, 647 34, 316 33, 562 | 36, 047 | 38, 510 | 40, 30 


State, sec. 411(c) | | 
ADDYODTIATION.......6<s<<-< lui wewacseclan<canesn 














ee a 4,577 | 6,693 8, 100 8, 30 
(0 ee ee SS aiskay ists wpa anucho nite wate 107 | 371 3109 tes 
Appropriation (adjusted) Galan ickubecauainan : coe 4, 684 7, 064 8, 209 8, 30 
Obligations... -.- s . as ‘ Sa 4, 684 6, 989 8, 209 | 8, 30 
Control Act expenses, sec. 410 | ae 7 Bios ana 
A ppropriation ae! OT «6 Raed as 1,000; 1,00} @ | @ 
Transfers pee aera = aa lirea 5 ve 24 OP Tova ones 
Appropriation (¢ er 1, 200 1,175 1,175 1, 024 | ON diccean 
Obligations. --- pike 1, 076 1, 109 1,115 1,010 | 1, 025 
DIF, sec. 204(b): 7 de) ae 
Limitation. -_--.-- as : 1, 250 1,82 2, 15 
POND Fc cccdngunecne sdaasmnintekes aii 1, 214 1, 820 2,15 
DOD, sec. 103(b): a ae 
Limitation.....- cuales 23, 250 23, 250 23, 000 23, 500 25, 000 25, 000 25, 000 
Transfers_..-.- Saree ca Saati 132 ere eal acne 
Limitation (adjusted)....| 23, 250 | 23, 250 23, 000 23,632 | 25, 000 | 25, 000 | 25, 00 
Obligations. - . - nee 20, 369 | 21, 039 22, 045 23, 632 | 23, 758 25, 000 | 25, 000 
Total, all agencies | : an eee 
Appropriation = .| 33, 700 34, 675 | 34, 770 38, 327 40, 693 46, 100 48, 300 
Limitation---- i 23,250 | 23, 250 23, 000 23, 500 26, 250 26, 820 27, 15k 
SrOMews...2-5..2... = 194 | 750 | 1, 150 1, 213 | 3, 606 619 | 300 
Total (adjusted 63,040 | 70, 549 


Total obligations 62, 888 69, 033 





U/IGC, sec. 533-A 
Allocations—MSA_ appro- | 
priation 


Obligations - - 





! Public Law 480 administrative expenses. 
3 Include $1,050,000 for expanded personnel program and $2,140,000 for increased pay costs. 
3 Prior-year unopbligated balances brought forward. 


Note.—All transfers shown above are for Federal salary increases (acts of 1955 and 1958) unless otherwis 
indicated. 


Mr. Taser. I could carry my memory back to the time when there 
was appropriation here of $3,100 million and the total administrative 
expense was $10 million. It looks to me like this administrative ex 
pense business has just mushroomed way out of sight. 

Mr. Mureny. Mr. Taber, if 1 may—— 

Mr. Passman. I should like to see you put in the record this table 
carried back to the beginning of the program, which started in April 
1948. 

(The information requested appears in the appendix at the end oi 
the hearing. 

Otf the record. 

( Discussion off the record.) 
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DETAIL OF PERSONAL SERVICES 


Mr. Taser. I did not see anything in the nature of green sheets. 
How could e- ever get up a statement like this table without having 
green sheets to work on and do it intelligently? I cannot understand 
that. 

Mr. Murrny. I checked on the status of the Detail of Personal 
Services for economic programs, Mr. Taber, this morning; I was ad- 
vised they were in the duplicating process and they hope to have them 
here tomorrow. When they come, I think we may be able to accom- 
modate you. They do, of course, eed them. 

Mr. Taber, I would like to suggest that the amount of money ap- 
propriated is not necessarily the ‘only factor that should be used in 
arriving at a judgment on this. The other factor is the kind of pro- 
gram that you are carrying out. 

Mr. Taser. It has been getting poorer and poorer as far as I can 
see. 

Mr. Murpuy. That may be, Mr. Taber, but that was not what I had 
inmind. I meant the nature of the activity. If you go back to 1950, 
the days you referred to earlier, Mr. Chairman, and “Mr. Taber, the 
point 4 program was a $30 million program. Today that program, 
in spite of a very substantial reduction in the total ‘mutual security 
program over the years, is now up at the authorized level of $172 
million. That isa sixfold increase. 

Mr. Taser. And getting worse and worse. 

Mr. Murpuy. This is the kind of program, Mr. Taber, which in- 
volves sending or exporting U.S. know-how which requires tremen- 
dous backstop administrative support. 

It was very easy in the days of the Marshall plan under Mr. Hoff- 
man to write a procurement authorization to ad or France to come 
into this country and buy some goods and you did not need a large 
staff to implement it, but when you go into an underde sveloped country 
like Laos and try to run a program in health, education, transporta- 

tion, and agriculture, it takes a lot of people to do it and it takes a lot 
of backstop support for it. This in large part is the reason why the 
ICA administrative expense budget has continued to rise, even though 
the total resources which they had to work with has reduced. 

Mr. Taner. But you do not confine yourself to what these countries 
come after and ask for. You go out and try to force it onto them. 

Mr. Murpny. That charge has been made, Mr. Taber, lots of times, 
but I am not aware of any instances like that. 

Mr. Taser. That is the way you proceed. 

Mr. Mureny. There must be a written request from the country 
before any assistance is given to them by ICA. 

Mr. Taser. But that is not before you send an evaluation team 
into the country to check up and find out what you could give them. 
Mr. Murpny. I am sorry you used those words “evaluation team.” 

Mr. Passman. Will the gentleman yield? 

Mr. Taper. Yes. 
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INCREASES IN ADMINISTRATIVE COSTS 


Mr. Passman. This program has not changed since it has been my 
privilege to be chairman of this committee. It is the same program, 
other than there have been certain things removed from the program 
that should have reduced administrative expense, 

Mr. Murrny. There have been two pay acts, Mr. Chairman, that 
raised the salaries of Federal employees, there has been another act 
which says these appropriations must now include money for contribu- 
tions to the civil service retirement fund, there is another one on life 
insurance. All these things have gone in and have been factors in 
raising the cost of administration. 

Mr. Passman. And more personnel. 

Mr. Mourpny. There have been a lot more countries, too, Mr. 
Chairman. 

Mr. Passman. You have 45,000 paid employees in the mutual se- 
curity program. 

Thank you, Mr. Taber. 

Mr. Taser. You have this as a fairly recently setup. Are they un- 
der the operating end of this? 

Mr. Mcurrny. They are under the Inspector General. 

They report to me, Mr, Taber. They are independent of the opera- 
tion completely. 

Mr. Taner. The operation comes afterward ? 

Mr. Murreuy. The operation is going on and the evaluators go out 
and try to answer two questions basically : One, is this program prop- 
erly conceived in terms of the objectives of the United States in this 
country, and two, is it being administered effectively ? 


STAFFING OF INSPECTOR GENERAL'S OFFICE 
Mr. Taper. Now, as to your Inspector General’s staff, how many do 


you have on that ? 
Mr. Murreuy. The total on board, Mr. Taber, at this moment, 18 


~y 


Mr. Taser. How many of those were a year ago on the roll of the 
ICA? 

Mr. Murpny. I think about 35, including myself. 

Mr. Taper. Just half of them are carryovers from the old set- 
up? 

Mr. Murrny. The act transferred 30 people from ICA to my office 
and the other five include myself as the appointee to the top job and 
three or four people whom I persuaded ought to come and work in 
my office in addition so that makes the 35, but 30 of them were trans- 
ferred by law. 

In other words, it was not a matter of discretion or choice on any- 
body’s part. 


EVALUATION TEAMS 


Mr. Taper. Can you give us the number of people on these evalua- 
tion teams? 
Mr. Moureny. We plan five. 
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Mr. Taser. I am not asking that. 

Mr. Murpny. How many are on board ? 

Mr. Taser. How many do you have? 

Mr. Murpeuy. We have three fully constituted and the fourth two- 
thirds constituted; in other words, two of the three men are named. 
We are waiting for the general or admiral to be nominated by the 
Pentagon. That will complete the fourth team. On the fifth team 
the oflicer in charge has been named and will report in early May. 
The other 2 have not, so out of a total of 15 planned we have 12 peo- 
pleon board and 3 to come. 

Mr. Taser. You have 12 on board and 3 to come? 

Mr. Murpuy. Yes. 

Mr. Taser. Yousend groups of three people into a country ? 

Mr. Mureny. That is correct; ateam of three. 

Mr. Taner. They go into the countries where you are not presently 
operating / 

Mr. Mureny. No, sir. They are limited to countries where there 
are going programs and their purpose is to find out if it is the right 
kind of a program for what the United States is trying to do in this 
country, considering what our objectives are and is it being admin- 
istered in a fashion that is moving us toward those objectives. 


EXPENSE OF DLF, DEFENSE, STATE, AND ICA INCLUDED IN ESTIMATE 


Mr. Taner. You not only have got this thing up to $77 million in 
your estimate here, but you have also shoved a good deal of the 
expense of the setup onto the Development Loan Fund. 

Mr. Murreny. That is included, Mr. Chairman. That DLF is 
included in those figures. 

Mr. Taper. It is included in these ? 

Mr. Mureny. Yes. 

Mr. Passman. Defense Department ? 

Mr. Murrnuy. Defense, DLF, State, ICA, they are all included in 
this. They are administering a program, Mr. Taber, which in 1961 
will command assets or have responsibility for about $10 billion in 
dollars and local currencies. 

Mr. Gary. It does not include expense of your office? 

Mr. Murpny. It depends on which figures he read. 

The expenses are on there. 

Mr. Passman. I did not include it in mine over here. 

Mr. Murrny. The 77 does include it, yes ; 75 does not. 


TECHNICAL ASSISTANCE NOT INCLUDED 


Mr. Taner. It does not include technical assistance ? 

Mr. Murreuy. No. That is not an administrative expense item. 
That is the actual giving of assistance, technicians, agronomists, 
agriculturalists, various kinds, health people. That is program 
assistance. 

Mr. Passman. Practically all of it goes for payroll. 

Mr. Murreny. Not all of it, Mr. Chairman. About 10 percent goes 
for commodities and a part of it goes for participant training and 
part of it goes for 
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Mr. Passman. About 90 percent of it goes to payroll. 
Mr. Murpny. A large part of it is cost that would be met through 
payroll, yes. 
REQUEST FOR STAFFING 


Mr. Taper. There is one thing about this memorandum that we 
ought to have, and that is the number of people involved in the oper- 
ation. 

Mr. Murriy. Wecould get that, Mr. Chairman. 

Mr. Taper. That ought to be in the green sheet. I don’t know 
whether it would be or not. I would like to see these technical things 
and other setups shown as to the number of people they have. 

Mr. Murpuy. We will have that when we come to present the tech- 
nical cooperation program later on. We will have details on the total 
technicians, participants by country and by area and so forth for you 
We have a special book on technical cooperation program, which is two 
volumes and it has a lot of information in it that we hope you will find 
useful. If it does not have what you like, we will try to get what you 
want, Mr. Taber. 


EVALUATION TEAMS FUNCTIONS 


Mr. Taser. Suppose your setup was going into, we will say, Eng- 
land, to try and get them to take a little more military supplies and 
equipment and ammunition and that sort of thing. 
proceed ¢ 

You would send an evaluation team over there to see what they al- 
ready had? What would you do? 

Mr. Murreny. No. That kind of an operation, Mr. Taber 


you are 
speaking of a new country, that they are not now receiving assistance! 


How would you 


PROCEDURE IN COUNTRY ALREADY RECEIVING ASSISTANCE 


Mr. Taper. I was thinking of a country that probably was now re- 
ceiving it. 

Mr. Murruy. The Military Assistance Advisory Group as a regu- 
lar thing is analyzing the total inventories of equipment which the 
country has on hand in relation to its tables of organization and equip- 
ment requirements, determining the deficiencies hat exist, determining 
what portion of those deficiencies can be met from the indigenous econ- 
omy and determining the net deficiency of equipment which is needed 
to bring the tables of organization and equipment up to a complete 
status or as near a complet e status as is desirable, including ammuni- 
tion reserves, war reserves, and training requirements, et cetera. 

This Military Assistance Advisory Group in a country normally 
consists of the Army, Navy, and Air Services and they normally 
work with their respective counterparts in the country. They tr: avel 
around the country. They are not confined to the capitals. They 
normally participate in the training of local forces. Sometimes they 
are down at the battalion level, stationed with the troops, and par- 
ticipating with the training. They report through their theater 
commander, who in the case of the European country would be Gen- 
eral Norstad, in terms of a given force goal for that. country, what 
the existing deficiencies are of equipment, and what the order of 
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priority is for the filling of those deficiencies. ‘These reports are re- 
viewed by General Norstad for all of the countries that come within 
his sphere. 

They include all NATO countries plus certain countries in the 
Near East and Africa. He neither approves the recommendations 
of the MAAG or he revises them, or he goes back and consults with 
them and tries to find out what their rationale is in a given instance 
to recommend it and then he consolidates the program and recom- 
mends it to Washington, to the Joint Chiefs of Staff, who, with 
their various service elements, again review it from the standpoint of 
a worldwide picture. 

They now have the Far East, Europe, Latin America, from CINC, 
CARIB, and they review the totality in terms of resources required, 
availability of equipment. to be supplied and they make recommenda- 
tions to the Secretary of Defense and the Assistant Secretary of 
Defense, who then brings the program through the Secretary of State 
tothe Bureau of the Budget and they review it again. 

Adjustments are frequently made in that process. After they 
have reviewed it if they reach agreement, it is finalized. If they 
haven't, the President decides it. Then he recommends it to Con- 
gress, either to an authorizing committee, if authorization legislation 
is necessary, or directly to the Appropriations Committee, if there is 
no necessity for substantive legislation. 

Mr. Taper. I guess that is all. 


USE OF EVALUATION TEAMS IN MILITARY PROGRAMS 


Mr. Passman. Under your present setup do you have plans to send 
evaluation teams out into the military program ¢ 

Mr. Mureny. Yes, we do. These three-man teams, Mr. Chairman, 
that consist of the Foreign Service officer, the general or the admiral 
and the economist are empowered when they go into a country to go 
into the program across the board. ‘This was exactly what Congress 
suid they wanted done and this is what differentiates it from the old 
ICA approach. 

Mr. Passman. But you notify the MAAG Chief about 3 weeks in 
advance of their arrival ? 

Mr. Murpny. Yes,sir. Thecountry team is notified. 

Mr. Passman. In advance of the arrival of your evaluation teams? 

Mr. Murreny. Yes, sir. 


FURNISHING OF MILITARY AID TO COMMUNIST BLOC 


Mr. Passman. Is it not true that we have substantial military aid 
going into nations which have an agreement, maybe, we shall say, 
With Russia, that no military personnel i is permitted on the soil and no 
atomic warheads as such are permitted in the country ? 

Mr. Murrny. That is a very broad question, Mr. Chairman. I am 
not even sure I understand it. 

Mr. Passman. Are we shipping substantial, or furnishing substan- 
tial military aid to countries, let’s say, in E Sane where they have an 
agreement, we shall say, with one of the satellites, or with Russia, that 
they will permit no foreign military personnel on their soil; neither 








&42 


will they permit atomic warheads or any nuclear weapons on their 
soil ¢ 

Mr. Murrnuy. If there is any such situation, Mr. Chairman, I am 
not aware of it. 

Mr. Passman. Thank you, Mr. Murphy. 

Mr. Gary? 


EXAMPLES OF INSPECTIONS 


Mr. Gary. Mr. Murphy, you mentioned some available examples 
of inspections you are m: aking. Do you have some of them handy? 

Mr. Murreny. Yes, sir: I have some samples, Mr. Gary, of some 
individual items that I think are somewhat representative of the kind 
of things that are involved. I trust you want me to talk about some 
of these, Mr. Gary ? 

Mr. Gary. Yes. 

Mr. Mureny. Wherever I am talking about an item, Mr. Chairman, 
which is under investigation, even though it is not security classi- 
fied, may I have the permission to remove from the record— 

Mr. Passman. If it is not classified ? 

Mr. Mureny. If it is not security classified but the revelation of it, 
Mr. Chairman, would probably be prejudicial to the conduct of the 
case. 

Mr. Passman. Are you going to talk now about something which 
has been pinned down definitely and decision has been reached, or 
are vou going to talk in general ? 

Mr. Merrny. I was going to talk about a examples of cases, 

Mr. Passaawn. It is up to Mr. Garv and Mr. Taber and the com- 
mittee whether we are going to permit you to take out of the record 
information we are trying to get. 

Mr. Gary. As a lawyer, I know the importance of protecting in- 
formation of that kind. T think he ought to have the rieht to pro- 
tect. that information if it would have any effect on a subsequent 
judicial proceeding. 

Mr. Passman. If the gentleman will vield., T shall tell you why 
I made that statement. The departments already this year have 
taken from the record, in at least two instances, information that 
was in the record in prior years: and then, at a subsequent date, 
it was admitted that information was removed from the record 
which they had permitted to be inserted in the record in prior years. 
I want the record to indicate that, so far as I am concerned, I do 
not want anything taken out of the record just on an ete 
that it might possibly violate security. 

Mr. Gary. Mr. Chairman, I think a great deal of information has 
been kept out of the record on the basis of security that was not nec- 
essary. I think that is undoubtedly true throughout the entire admin- 
istration. But we recognize in the law that when a case is pending 
before the courts, there is very great danger in giving information 
that would influence the trial. I think that is what Mr. Murphy has 
in mind, and I certainly would not object to his taking that out of the 
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record, because if he has made these investigations and collected in- 
formation to convict certain people, I do not want us to tip his hand 
to the other side and enable them to build up a defense to defeat the 
yrosecution. 

I yield to the chairman. 

Mr. Passman. I agree with my distinguished friend, just so that 
does not give him license to take from the record information that 
this committee needs. 

Mr. Murpuy. The point is well taken. We did make errors in two 
instances you have cited to us. We are sorry they occurred. When 
we looked into them, I wrote you a letter expl: uning that they were 
errors, and that the information could be printed. If you come across 
any more like that, I hope you will call them to our attention. Be- 
lieve me, we are not doing it intentionally. It ts a difficult job re- 
viewing this material. The human element does creep into it. It is 
not any desire on our part to rob you of the information. This 
information I am prepared to put on the record, Mr. Chairman, _ 
you therefore will have it in the committee. I just want to avoid 1 
being pr inted, because it could be prejudicial. 

Mr. Passman. I do not think we dare violate any security. We have 
misgivings about the purpose of the Inspector General’s office, but not 
about the Inspector General. 

Mr. Murriry. Off the record. 

(Discussion off the record. ) 


STARTING DATE OF INVESTIGATION 


Mr. Passman. That was prior to the establishment of, and the 
money for, the new Inspector General’s office ; was it not ? 

Mr. Murpuy. The oflice was created on July 24. 

Mr. Passman. When did you get your money to start to function ? 
Is this an aftermath of the old ICA inspection reports or was this 
done out. of the new Inspector General's office, with money appro- 
priated for the Ins spector Gener: al? ‘That is my question. 

Mr. Mureuy. Mr. Chairman, there was not any money appropriated 
for the Inspector General, so it is hard for me to answer your ques- 
tion. The investigation was conducted in July 1959— 

Mr. Passman. Prior tothe creation 

Mr. Murrny. IT am sorry, I do not have the precise date here. It 
says July 1959. If it is later than the 24th of July, it would be after 
the creation of the office. 

Mr. Passman. The gentleman is of the opinion that this investi 
gation was made under the old ICA setup. 

Mr. Mureny. It may very well have been. 

Mr. Passman. Thank you. All we are trying to do is keep the 
record straight as to whether the new Inspector General’s office has 
uncovered anything yet, or whether they were merely taking reports 
of the old ICA investigators and reading them into the record. 

Mr. Murrny. Tf that is the problem, I may have nothing to fill your 
need, bees ause these people have all been working continuously, as I 
said in my statement. The ‘vy did not change color or anything on the 
24th of July. Some of the documents I have here m: Ly involve activ- 
ity that took place before the 24th of July, but they also involve activ- 
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ity that took place after the 24th of July. I am not just trying to 
make a point here. I am trying to give you an example, Mr. Gary, of 
the kind of cases. 

INVESTIGATION IN LAOS 


Here is one involving Laos. Here is one where sentence was passed 
on November 24, 1959, which indicates clearly this is one that the 
chairman would point to as having been undertaken earlier than the 
creation of my office. 

This is a case where two people on the west coast, San Francisco, 
to be exact, were suspected of and accused of and indicted for the 
preparation of false documents involving overpricing of equipment 

eing supplied in the Laos program for ICA. One of the individuals 
involved was convicted. He wassentenced to a2 years > sentence which 


was suspended. He was placed on probation for 5 years, and he was | 


fined $10,000. The indictments against the second individual were 
dismissed. 
( Discussion off the record.) 


FRAUDS PERPETRATED IN FOREIGN COUNTRIES SUBJECT TO LAWS OF 
COUNTRY INVOLVED 


Mr. Gary. In the case of frauds perpetrated in foreign countries 
you have to rely upon the courts of those countries to prosecute, do you 
not ¢ 

Mr. Murrny. That isright. We have had recent examples. I think, 
Mr. Gary, the only fair way to characterize the change which has 
taken place in the last several months is to refer to the vigor with 
which we are approaching this thing. We have had already an. Op- 
portunity to bring rather substantial evidence to the public prose- 
cutor in Hamburg, Germany, involving German suppliers and trans- 
actions which are irregular and appear to involve kickbacks and short 
shipments or overbillings or freight rate rebates. I would like to 
assure you that the public prosecutor has been very cooperative on 
this thing. He has actually put his own trained investigators on the 
job to help our investigators, and has every intention of prosecuting 
them under German law, if possible. At the same time, we are 
working on the other end with the host country which was to 
receive the goods involved or did receive them, and we are getting 
cooperation there from the prosecuting elements of the other 
government. 

Mr. Gary, this is already having a deterrent effect. The word of 
this gets around. We have found, for example, that once we got one 
of these cases in these channels in Germany, the next time we went in 
to a firm to get the documentation we needed to pin down a case, our 
reception was quite different than the first time, when there was 4 
holding back and a reluctance to cooperate—in fact, an outright re- 
fusal to let us see the documents. When the firm became involved 
with the German prosecutor and the word got around, it had a very 
salutary effect and was very helpful to our investigators in Germany. 

Do you want me to give you some more? 

Mr. Gary. Yes. 

Mr. Murpny. Off the record. 

( Discussion off the record.) 


Ol 


SCO, 


ent | 


lals 
Lich 


was | 
ere | 


yF 


ries 
you 


ink, 
has 
ith 
op- 
ose- 
uns- 
ort 
> tO 
, ON 
the 
ing 
are 
; to 
‘Ing 
cher 


1 of 
one 
t in 
our 
iS a 
re- 
ved 
ery 
ny. 


845 


PERSONNEL CASES 


Mr. Murpuy. Here is a personnel case, bad debts, an employee’s 
consistent failure to pay his bills. We developed the facts and the 
employee submitted his resignation rather than be terminated. This 
was in Korea, 

Here is another personnel case, excessive use of alcohol on the part 
ofa Government employee. Again he submitted his resignation when 
presented with the facts. Off the record. 

(Discussion off the record.) 

Mr. Murrny. Here is another employee case, a homosexual, ad- 
mitted acts. This was a separation, not a resignation. It was a 
termination. 

Mr. Gary. Was that in a foreign country? 

Mr. Murrny. That was in ——— with all the security implications 
and everything else that are involved. Off the record. 

(Discussion off the record.) 

Mr. Murpny. These are representative, Mr. Gary, of the kinds of 
things that the investigators in these oversea posts are working on. As 
I said in my statement, there are not enough of them over there really 
to be doing a thorough job, in my opinion. Ina number of areas there 
is not proper surveillance, and the deterrent effect we can get from 
proper surveillance is very valuable. The analogy I use is traffic 
in Washington. If everybody knew in advance where the policeman 
would be, on which corner, he could run the other red lights with 
comparative impunity. The fact that they do not know where he 
will be means relatively few people run red lights. In my judgment, 
we must establish our presence overseas. We must make these people 
aware that at any point they may be picked up on one of these deals, 
and in so doing we will establish a deterrent that would be very 
beneficial in terms of the effective use of the aid. 

Mr. Gary. Thank you. That is all, Mr. Chairman. 

Mr. Passman. After you assumed your duties as Inspector Gen- 
eral, it required some time before you could set up your office and co- 
ordinate and actually get your teams out working ? 

Mr. Murpny. Yes, sir. 


LENGTH OF TIME REQUIRED TO COMPLETE AN INVESTIGATION 


Mr. Passman. How long does it take usually, when you have people 
back here in Washington whom you have to organize and get out into 
the field and get them on an investigation, before a report comes 
bae kk 2 

Mr. Murrny. I hope to have two evaluation reports finished before 
this fiscal year is ended. 

Mr. Passman. Will it require several months? 

Mr. Murrny. The cycle that we are shooting at is a 90-day cycle. 
In other words, we would hope that each team would do four evalua- 
tionsinayear. The average would be 90 days. 
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DATES INVESTIGATIONS STARTED 


Mr. PassMan. In these several cases you have referred to, could 
vou tell us the dates the investigations started ? 

Mr. Murruy. No, but I would be glad to look it up. 

Mr. Passman. You gave usa couple of dates earlier. 

Mr. Murrny. But they were not precise, Mr. Chairman. For exam. 
ple, I told 7ou-—— 

Mr. Passman. Let us go back and see if there are some more of 
them. 

Mr. Murrny. It just says July 1959. I cannot tell you what date 
it Was. 

Mr. Passman. Let us get the dates on a few more. 

Mr. Murpiry. Surely. The second case I mentioned, when you were 
called out of the room, Mr. Chairman, was a case which clearly started 
before my office was established, February 25, 1959. 

Mr. Passman. Just go along with two or three more, if you will. 

Mr. Murprry. The next case merely indicates that it was submitted 


to the FBI September 1, 1959, but again I would presume from that | 


that it must have started before that. 
INVESTIGATIONS STARTED BY INSPECTOR GENERAL 


Mr. Passman. The gentleman is very fair, as usual. All I am try- 
ing to establish is that you picked up reports from the old ICA days 
and are continuing them. You were not appointed until August 5, 
1959, and it required considerable time for you to get your office set 
up, your personnel moved down. I am not trying to discredit the very 
able gentleman, but I do think the record should indicate that you 
had investigations going on by ICA and by the Comptroller Ger- 
eral’s Oflice years before we ever created this office ; and you are merely 
reading into the record some of the reports of investigations which 
had started long before you had been appointed, and you are follow- 
ing up on them. 

Mr. Murrny. Some of them. Some of them, Mr. Chairman, we 
started. 

Mr. Passman. Cite, if you will, one or two new ones, and when they 
went out, when they started, and when the report came back. 

We want to get to where some savings can be effected in the program. 

Mr. Murrny. Here is one, as Chairman. By chance, the docu 
ment does not have a date on it, but I h: appen to have pe “rsonal knowl 
edge of it. Ican guarantee vou it started after my incumbency. 

Mr. Passman. What is it ? 

Mr. Mcurreuy. The one on the - plant in . This started 
because I started it. I had been given some information that a fer- 
tile place to look for irregularities in the - program woul Id be 
some of the industrial projects. So I picked a few of them and got 
my staff started on them. 

Mr. Passman. Has it been completed yet? Have you been able to 
firm it up? How much money has been saved to the program by this 
particular report ? 

Mr. Murrey. No, it has not been completed yet, Mr. Chairman. 
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Mr. Passman. The gentleman is fair. You have answered my 
question. 

Mr. Rhodes ¢ 

Mr. Ruopes. Mr. Murphy, I believe you are to submit a list of your 
present employees and their grades. ‘When you do, would you also 
indicate, where appropriate, the departments from which they were 
transferred and the last grade they held on their previous assignment? 

Mr. Murreny. I would be happy to do that. 

(The information appears beginning on page 816.) 


REASON FOR FOREIGN SERVICE OFFICER TO HEAD TEAM 


Mr. Ruopres. Why do you have to have a Foreign Service officer 
to head these evaluation teams 4 

Mr. Murruy. That is a good question, Mr. Rhodes. I arrived at 
that decision by believing—and I have had others suggest the same 
thing—that to do one of these evaluations thoroughly and completely 
and in reasonable time, you must start with experienced personnel. 
In other words, you need someone who is thoroughly attuned to inter 
national diplomacy, international politics, if you will, and, hopefully, 
someone who has had an opportunity to observe the mutual sec urity 
program inaction. Every one of these programs is, of course, basically 
politically motivated. I thought the appropriate person to head up 
a team would be one who knew all the nuances and had experience 
which could be brought to bear along those lines. 


OBJECTIVES OF EVALUATION TEAMS 


Mr. Ruopes. The first objective of the evaluation team is “the ade- 
quacy of forward program planning.” Will you explain what your 
idea of the meaning of that phrase might be / 

Mr. Murrny. I would say this would be abroad, where a country 
team had in possession and. currently collected all the indexes—eco- 
nomic, political, military—that would have a bearing on the need for 
mutual security assistance in that country, and whether the ‘Vv were In 
fact ap yplying the data in arriving at thei ‘ir recommendations for aid 
programs. 

Mr. Ruoprs. In other words, they are dreaming up new ways to get 
further into mutual security. 

Mr. Murrpuy. That is a possibility, Mr. Rhodes. I was thinking 
more generally of things like balance-of- payments situation, the 
internal financial situation, whether the economy is thriving or drop 
ping, the currency depreciating or apprec lating, whether the gross 
national product is steady, whether income on a per capita basis is 
growing—all of the indicators, and applying those in aca a 
recommendation for programs, 

Mr. Riropes. In other words, for programs which are not. now in 
effect but which the team feels would be beneficial to the country in 
whic] Ly if is se rv ing. 

Mr. Murrny. That is right. 

Mr. Ruopes. In making these plans, the team should have no 
thought whatsoever as to the magnitude of the overall global program 
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because they are not on that level. All they would do would be to 
evaluate the situation as they see it. 

Mr. Moureny. In that country, that is correct. 

Mr. Ruopes. Would it not be possible to have teams which would be 
more liberal, perhaps, with the taxpayers’ money than other teams? 


BASIS FOR SELECTION OF EVALUATION TEAM STAFF 


Mr. Murrny. Yes,surely. In fact, Mr. Rhodes, I have already been 
questioned in another committee on this very subject. Interest has 
been expressed as to whether I had thought about the possibility of 
making up one team at least, and maybe more than one, by drawing on 
laymen in the United States who would be brandnew, who would not 
have been exposed to international politics, international economics, 
international military matters, who would come to the matter fresh 
with no preconceived notion. 

Mr. Ruopes. That was my thought in asking you why you had 
Foreign Service officers heading the teams. It seems to me you are 
getting persons who are imbued with furthering the program to 
evaluate the program. 

Mr. Morrny. This is of course a possibility. In selecting the 
officers, I have had this in mind. I know, for example, the grilling 
and the briefing they have been getting before they go out. I have 
emphasized the importance of going at this thing from an objective 
standpoint, impartial, and so forth. I have assiduously avoided get- 
ting anyone lined up for evaluation where they had in the past any 
remote connection with the program to be evaluated. 

For example, a general or admiral, if he had anything to do with the 
military assistance program in the country, would not qualify. We 
are trying to get. people to approach the thing without any precon- 
ceived notion of whether it is good, bad, or indifferent. 

Mr. Ruopes. Yet you select the head of the evaluation team from a 
group of men who have had something to do with the program. 

Mr. Mourpny. In what way? 

Mr. Ruopes. I am talking about the Foreign Service officer. You 
previously stated that one reason you picked him was because he 

was familiar with the operations of ICA 

Mr. Murry. I said he was familiar with international politics and 
diplomacy. 

Mr. Ruoprs. You said that. You also said he was familiar with 
the operations of ICA. 

Mr. Morrny. In the succession of foreign service assignments, he 
may very well have become somewhat familiar with it, but not nec- 
ess sarily actually engaged in carrying out those functions, Mr. Rhodes. 
That is what I was driving at. In fact, I think one of them at least, 
which I recall, has served in the capacity of special assistant to am- 
bassador for mutual security program matters. So he has a more 
intimate connection than the others. 

I have tried to keep them out of any country where they had had 
any interest in the past. 

Mr. Ruopes. I stopped you in midflight a minute ago when you 
were about to explain why you did not want people from the outside 
on these teams. I apologize. I would like you to finish that. 
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POSSIBILITY OF UTILIZING PERSONNEL WITH NO PREVIOUS CONNECTION 
WITH THE PROGRAM 


Mr. Murpny. I did not mean to imply I did not want them, Mr. 
Rhodes. In fact, I have in mind, if the resources I have to work with 
will permit, during fiscal year 1961 actually convening a team of three 
people from public life, people who are recognized and knowledgeable, 
for example, as economists or businessmen, and so forth, and try this 
to see whether in fact the result of this kind of approach would be 
superior to the other. If it were, of course this would change my 
mechanics and plans. I would propose then to use that device more 
frequently and the other one less frequently. 

Mr. Ruopes. You are not wed to the Foreign Service officer concept ? 

Mr. Moureny. No, sir. 

Mr. Ruopes. I would like very much to have you try the other one 
and I would be interested in hearing your personal report on it. 


DETERMINATION OF EVALUATION TEAM OBJECTIVES 


All the way through this evaluation process we must assume that 
the team has some standard to refer to in evaluating a program. In 
category No. 2 you state, “The efliciency and effectiveness of program 
implementation.” 

I just made a notation alongside of that which stated, “What pro- 
gram ¢” 

In other words, who indoctrinates the evaluation team before it goes 
out? Who briefs the members as to the type of program they should 
be looking toward, particularly with the first objective in mind, the 
adequacy of forward program planning ? 

In other words, what is this team supposed to do? To what fixed 
point do they set their course ? 

Mr. Murpuy. Keep in mind that when they go there is a program in 
operation. 

Mr. Ruopes. There is a present program in operation ? 

Mr. Murpenuy. That is right. 

Mr. Ruopes. You speak of the adequacy of the forward program 
planning. ‘That indicates something which is not now there but some- 
thing which is supposed to happen in the future. 

Mr. Murpuy. This is the procedure. Have they geared themselves 
and provided themselves with the kind of information that they should 
have to do a good job of planning a forward program? That is No. 1. 
It is procedural. 

No. 2, the efficiency and effectiveness of program implementation, 
they have a program in operation. On the military side it calls for 
delivery of equipment or training of personnel. Sometimes it calls 
for coordination of the delivery of equipment and training of per- 
sonnel. 

If they go into a country and find out that equipment has arrived 
and stored before their trained personnel can use it, it would not be 
‘alled effective implementation. 

If they found personnel trained and no equipment, that would not be 
effective program implementation. 
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If they find an import program, for example, not meeting the re- 
quirements of some basic industry in the country, they would not call 
that effective programing. 

In other words, they examine the actual transactions being carried 
on to determine whether they are being carried on with a reasonable 
degree of efliciency in terms ‘of the needs they are supposed to meet. 

If, for example, they found raw materials going into a factory while 
some of the population are starving, or they found a lack of proper 
food on hand for troops, this kind of thing is aaathinn with which 
they would be concerned. 


BRIEFING OF EVALUATION TEAM 


Mr. Ruopes. When you send a team into X country somebody must 
brief that team as to what we expect from that mission. Who briefs 
them ? 

Mr. Murrny. They are briefed in many places in the executive 
branch. They go to three or four operating agencies—ICA, Develop- 
ment Loan Fund, military department, State De spartment, and so on. 
They get down to the country desk level in those organizations. They 
get up as high as the Assistant Secretary’s level. 

They go to the Bureau of the Budget, Export-Import Bank, and 
they go even into the international agencies. 

They go to the Department of Agriculture. They go to the Depart- 
ment of Commerce. The vy go to the Department of the Treas ury. 
They get the best picture that they can get from all of these elements 
that have any interest in this program so that when they leave here 
they know as much as you can put into the minds of three people about 
what a program consists of and what it is supposed to achieve, what 
it is aimed at. 


STANDARD BY WHICH PROGRAM IS EVALUATED 


Mr. Ruopes. Does any one person say, “All right, you have learned 
this, this and that. This, then, adds up to what the program is sup- 
posed to achieve.” ? 

Mr. Murpny. You can do that only in the broadest terms, a state- 
ment of the U.S. objective in each country. 

Mr. Ruopes. Who draws that up ? 

Mr. Mourrny. That is already established. 

Mr. Ruopes. By whom ? 

Mr. Murrny. The National Security Council. They stipulate U.S. 
object ives in count ry X. 

Mr. Ruopes. This is highly classified. 

Mr. Mureny. Thatisr ight. 

Mr. Ruoprs. But this team knows it before it goes into country X! 

Mr. Murrnuy. That is right. 

Mr. Ruopes. That is the standard by which they evaluate the 
program ¢ 


Mr. Murpny. Yes. 
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re- MILITARY SYSTEMS INSTITUTE 
‘all 


Mr. Passman. Is the Inspector General familiar with the Military 


‘ied | Systems Institute? 
ble Mr. Murpny. I have heard of it. I know it exists. 
eet. Mr. Passman. If you are not familiar with it you should familiarize 
ile yourself with that institution. What this institution does is to season, 
per | train, alert, familiarize the admirals and generals who go out to these 
ich | foreign countries and become MAAG section chiefs. 

Mr. Murpny. My knowledge of it has been gleaned from the inter- 

changes which took place over this table in previous years. 

Mr. Passman. You know there is such an institution ? 

Mr. Mcrrny. I know it exists and I know its general purpose. 
ust 
lefs COMPARISON OF TRAINING GIVEN MAAG CHIEFS 
‘ive Mr. Passman. Do your heads get about the same length of training 
Op- as the MAAG chiefs? 
on. Mr. Murruy. No. Those chiefs trained in the Institute are sent out 
hev actually todo the job fora period of 2 years or more. 

. Mr. Passwran. [ wanted the record to show that we have had much 

and experience with our admirals and generals, who are MAAG chiefs, 


who went through this training course before they were assigned to 
urt- the respective countries. 


Irv. I wondered if the training course of your mission heads was some- 
nts | thing like what the MAAG chiefs get ? 

vere Mr. Murpny. No, sir. 

out Mr. Passwan. The MAAG chiefs are better trained and longer 
hat trained ? 


Mr. Murriry. Much longer training. It is a more formal course. 
Mr. Passwaw. That of the MAAG chiefs? 

Mr. Murrny. Yes. 

Mr. Rropes. You say that the definition of the mission in country 


ned X comes from the National Security Council. Do you have any idea 
up- where the National Security Council gets it ? 

Mr. Murpuy. You know where they 
ate- Mr. Ruopes. I think they get it from ICA. 


Mr. Murpuy. ICA does not sit on the National Security Council. 
The Secretary of State does and the President chairs it. 

Mr. Ritoprs. T said that half in jest, of course. 

Mr. Murrnuy. I hope so. 


ACCOUNTS CHARGED FOR 1960 EXPENSES 


Mr. Ruopes. I notice on page 94 of the justifications that for the 
Xt | fiscal year 1960 you have charged to various activities the sum of 
$767,000, which I presume is your estimate of the expenditures of 
the | your Department for the fiscal year 1960 before they were recently 
amended by your testimony before this committee ? 
Mr. Murrny. That is correct. 
Mr. Ruopes. I note with some surprise that the largest single item 
charged is “Ocean freight charges, U.S. voluntary relief agencies.” 
That charge is $278,000. 
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Mr. Murreuy. That is right. 

Mr. Ruopres. Why is suc thal: arge percentage of your budget charge- 
able to that particular activity 

Mr. Murrny. This was a question of getting a new oflice off the 
praee where no provision had been made for it before it was created 
by the Congress, and doing it in as painless a way as possible. 

The $278,000 to which you refer was prior year money reappropri- 
ated and continued available for fiscal year 1960. It could be used 
without in any way detracting from the operations of the ocean 
freight prograni, SO I chose to use it for that reason. 

Mr. Ruopes. In other words, being as good a bookkeeper as you are, 
you picked up the cats and dogs, the sur pluses, and picked this for the 
pigeonhole where you would stash your own pigeons ¢ 

Mr. Murpny. My activity is not so popular that I do not try to 
make it as painless as I possibly can in the process. 

Mr. Ruopes. In other words, these categories and the dollar values 
opposite each Category are absolutely meaningless ¢ 

Mr. Murpuy. For 1960, yes. 

Mr. Rroprs. These are bookkeeping entries only intended to indi- 
cate that vou took so much money from this ac tivity and so much 
from that to finance vour activity, and it added up to $767,000 4 

Mr. Murpny. Yes. 

The one important principle I tried to establish is this: Each of the 
major accounts had to contribute something. You notice that the 
Development Loan Fund, military assistance, defense support, techni- 
cal cooperation, those accounts all were required, even if it is a token 
amount. to contribute something because the activities of the Office 
will be in large part devoted to those programs. 


ACCOUNTS CHARGED FOR 1961 EXPENSES 


You will notice for 1961, on the contrary, these five major 
accounts are expected to sustain the entire estimated cost of the pro- 
gram. I would not propose to assess anything against the smaller 
accounts. 

Mr. Ruopes. I didn’t notice that. 

Does the budget indicate these particular accounts ? 

Mr. Murruy. No. ‘The $724 million for defense support does not 
include any specific $400,000 for the operation of my office. I think the 
wisdom of that is now apparent by the action of the Foreign Affairs 
Committee on this account. It is $675 million reported out as com- 
pared with $724 million requested. 

‘The House has not yet acted and the Senate has not yet acted. 

In the final analysis the amount made available for defense support 
will apparently be substantially different from the original request by 
more than $400,000. I therefore did not single out the individual 
dollars. 

Mr. Ruopes. I wonder if it is wise to do this. In the first place it 
will put you in the position again of looking for empty pigeonholes in 
which to put your pigeons. Even though you say that defense support 
is a large category, still somewhere down in the defense support 
program you will have to find a smaller category which has more 
money than it needs so you can jus tify the expenditure. 
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Mr. Murrny. That is right. In the event there were substantial 
reductions made in the President’s request, and in the event there were 
some unobligated funds continued available, I would like to feel free 
iain to take the heat off the current accounts as much as possible. 


ADVANTAGE OF SEPARATE APPROPRIATION FOR EXPENSES 


Mr. Ruopes. I wonder if you would not be in a much better position 
and be more independent, and certainly we want you to be independent, 
if we were to appropriate line item amounts for your activity ? 

I recognize you have not operated very long and you may have some 
difficulty in making a good estimate as io what you need. 

I am sure that you as a bookkeeper dislike this sort of thing and 
do not like looking around for people to whom we have appropriated 
too much money so you can get part of it for your own use. 

Do you agree that perhaps a line item appropriation is indicated 
here? 

Mr. Murpny. A line item would give me no trouble at all so long as 
it includes enough money to take care of the needs of the Office. 


BALANCE IN PRESIDENT’S ASIAN FUND FOR ECONOMIC DEVELOPMENT 


Mr. Passman. The gentleman has brought up something which is 
very important. Again referring to page 94 of the justific ations, [ 
observe that you have milked the fund since 1958 of $139,000. I refer 
particularly to the President’s Asian Fund for Economic Develop- 
ment. 

You state that in prior years it has been obligated and there was 
nothing left in the fund. 

Mr. Murpuy. No. 

Mr. Passman. Where did you find $139,000 for this fund ¢ 

Mr. Murpuy. I think there is some confusion here, Mr. Chairman. 
I do not think the record will show we ever said this fund was com- 
Pp lete ly ob ligated. 

Mr. Passman. I am using your own figures here. Let us get the 
Asian fund. Unexpended June 30, 1958, $91,022,064. 

[t states there are no unobligated funds, unexpended June 30 

Mr. Murpnuy. It does not say it is obligated. 

_Mr. Passman. We are going back. We have not had an appropria- 
tion for this fund in 4 years. You know you could not continue unob- 
ligated funds for 4 years in this category. 

“Mr. Mc reuy. You reappropriated it. 

Mr. Passman. It was Picsied last time. 

Mr. Murpny. I am sorry; it was not obligated. I do not think 
you will find any statement— 
Mr. Passman. I shall bring in the gentleman’s own statement. 
Mr. Murruy. Fine. If you have it I will have to tell you that I 
ade an error. 
Mr. Passman. We went over these recapitulations together. It 
seems to me the gentleman from Arizona has, as usual, an eagle eye 
for going into these things. This Asian Fund was appropriated in 
1956 or 195 ve 

Mr. Murpuy. 1956. 


Mm 
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Mr. Passman. You are going back 5 or 6 years. It appears to me 
you deobligated and then reobligated, to keep from going into the 
larger accounts. 

Mr. Ruopes. I have no further questions. 


OCEAN FREIGHT APPROPRIATION 


Mr. Passman. You have ocean freight charges, U.S. voluntary 
relief agencies. These people came before the committee a few days 
ago and made a case that the freights would be higher on account of 
the type of merchandise that will be shipped in fiscal 1961, and asked 
the committee to please reappropriate the funds. 

The gentleman from Arizona now finds that out of the funds, if we 
do reappropriate them, they will have $278,000 for the expense of the 
Inspector General’s Office. 

Mr. Murruy. The $278,000 is money appropriated in fiscal year 
1959 or prior. 

Mr. Passman. That is right. 

Mr. Murrny. It had nothing to do with fiscal year 1960 ocean 
freight nor does it have anything to do with fiscal year 1961. 

Mr. Passman. Where have you had this $278,000 buried, then ? 

Mr. Murpny. In the ocean freight category but it has nothing to 
do- 

Mr. Passman. Why would your witnesses come before the com- 
mittee and ask that the money be reappropriated for specific need for 
which we appropriated it ? 

Mr. Murpuy. The witnesses did not direct themselves to this 

78.000. 

Mr. Passman. Not the $278,000, but the unobligated funds which 
would naturally include the $278,000. 

Mr. Mcurrny. Now I don’t know which witnesses you are talking 
about. 

Mr. Passman. Those who testified for the ocean freight. 

Mr. Murpny. This year? 

Mr. Passman. Last year. We reappropriated the money. 

Mr. Murreuy. That is right. You did it on a blanket basis. 

Mr. Passman. We had a request this year that they were going to 
need more money for ocean freight. 

Mr. Murrny. No, sir. The request for 1961 is down by $300,000 
from 1960. 

Mr. Passman. On account of the reappropriated funds, though. 
They asked a continuation of unobligated funds ? 

Mr. Mureny. Your point is well taken. 

Mr. Passman. Not my point, but the point of the gentleman from 
Arizona who ran into this situation. 

Mr. Murpny. Part of the $2.3 million that they are using for the 
ocean freight program this year did consist of reappropriated funds. 
I can verify that if you like very quickly. 


t 
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Yes, Mr. Chairman. They had $2,800,000 available this year for 
ocean freight. They estimate obligations of $2,300,000, leaving 
$500,000 estimated unobligated on June 30. 

If my recollection serves me correctly, when they were here 2 weeks 
ago they did indicate, I would like to check the record on this, that 
there Was some possibility that their estimate for 1960 would be some- 
what higher than $2.3 million. 

Mr. Passman. Lremember that. 

Mr. Murpeuy. If that were the case the $500,000 would be somewhat 
lower. 

Mr. Ruopes. That is all [ have. 

Mr. Passman. While I respect you personally, Mr. Inspector Gen- 
eral, and sympathize with you in your position, which is a very difh- 
cult one, I am of the opinion that the Office is turning out to be an 
expensive operation, and will not accomplish much more than what 
was accomplished under the previous ICA setup. It creates another 
agency within an agency; and the record is clear that when these 
agencies are estab lished ‘few, if any, are ever abolished. 

I do hope that the very able career gentleman will give some thought 
todrafting and recommending legislation to the Congress that would 
abolish this Office, and recommend an increase in the appropriation for 
the Comptroller General, an Office which is independent, and the per- 
son who is the head of it is appointed for 14 years, so he does not have 
to look to politi ics fora job. 

I hope the gentleman will give some thought to helping bring this 

— control before it gets too far out of control. I think the For 
eign Affairs Committee has strongly indicated disappointment thus 
far. 
Mr. Murrnuy. I have to admit I have not had a chance really to 
study the Foreign Affairs Committee report, but my initial reaction 
upon reading it was one of unhappiness on their part about the fact 
that I have not moved faster and in a more imaginative way rather 
than any implication that I have gone too far. 

Mr. Passman. I want the gentleman to understand that I hold him 
in very high esteem. I think he is placed in an awkward position. 

I — the gentleman understands that I understand he is subordi- 
nate to his superiors, just as the administrative assistant and the 
staff in my office are subordinate to me. 

I cannot see where much except additional expense can come from 
this particular program ; but T wish you well, and I hope you will give 
this committee an opportunity to cooperate with you in every way 
possible. 

We do hope that eventually you will come up with some recom- 
mendations, so we can reduce the drain on the té ixpayer. 


Thank you very much, and we look forward to seeing you again 
tomorrow. 


Mr. Murpny. Thank you, Mr. Chairman. 
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Wepnespay, Aprit 13, 1960. 


1960 ExpenpiITuRE AVAILABILITY, OBLIGATIONS, RESERVATIONS, AND 
UNEXPENDED BaLaAnces—MUTUAL SECURITY 


Mr. Passman. Mr. Inspector General, before proceeding with con- 
sideration of mutual security administrative expenses, Department of 
State, may we get the latest estimates on the unexpended balances, all 
categories, in the mutual security program as of March 31, as well as 
the estimated unobligated balances as of that date? 

Mr. Mourreuy. You will have the expenditure reports to March 3] 
on the 18th or 19th, which will be Monday or Tuesday. I can supply 
them to you, therefore, at about the middle of next week. 

Mr. Passman. Unobligated funds as of that date in each category 
as well? 

Mr. Murpnuy. Yes; on the economic side. 

On the military side we have actual and obligated as of February 
and an estimate for March. 

Mr. Passman. Give us all the figures as of March 31, and indicate 
the portion that is an estimate. 

Mr. Mourpuy. Very well. 

(The information supplied follows :) 
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INSPECTOR GENERAL'S PROGRAM 


Mr. Passman. This is one committee which usually works very 


closely with the several departments involved in the Mutual Security 


Program. We want to be as helpful as we can. 

Of course, this committee does not necessarily have its Way, and 
that is as it should be, because Congress should in every case work 
its will. 

l be lie ave it is in orde rr. howeve ce for the committee to suggest to the 
peoeeree General this morning that we hope he elects not to go too 
far in obligating or building up evaluation teams and other organ- 
ition until the full committee, and perhaps the House of Repre- 
sentatives, has had an op portunity to look at the rapid rate at whi 
the Inspector General’s organization is growing. I say that with 
all due respect to our distinguished Inspector General. 

I was looking over these figures last night, and the realization hit 
me that you had a rather optimistic figure, I thought somewhat great- 
er than the amount actually needed, from the original estimate of 

$767,000 for your Department for fiscal 1960, and before we actually 
got into the hearings that had been revised upward to $900,000; and 
furthermore, there is no assurance on the part of the Inspector Gen- 
eral that the expendit ures will stop even there. 

Since there 1s no limitation, and nothing we can do about it, we 
merely suggest to the gentleman that he proceed carefully in the 
building of this organization, and the full committee and the TTlouse 
of Representatives might have a look at it. 

I suggest that because, projecting this into 1961, the figure of 
$1,250,000 for the gentleman’s office for fiscal 1961—after we were 
delayed just a few days in hearing—even that very high amount 
had jumped to $1,750,000. So, I plead with the gentleman, if 1 
may put it on that basis, to go slowly in building up this agency 
until the subcommittee, the full committee, and the House of Repre- 
sentatives have a careful look at it. 

In my opinion the Congress will work its will; and when it works 
its will, I do not believe the gentleman will receive $1,250,000, and 
certainly not $1,750,000. 

Therefore, will the gentleman give just a little consideration to the 
suggestion of the chairman, until we have had a close look at this 
operation, and not let it grow too fast ? 

Mr. Murpny. I am caught somewhat in the horns of a dilemma, 
Mr. Chairman. 

Mr. Passman. I am sorry that you are: but will you be as cautious 
as you can, until we have had an opportunity to assist you in ies ping 
this activity under control ? 

Mr. Murpuy. I will use the best judgment I can, Mr. Chairman, 
taking into consideration all the various influences being brought to 
bear. 


INSPECTOR GENERAL REQUESTED TO STOP HIRING UNTIL HEARINGS 
ARE CONCLUDED 


Mr. Taser. Why do we not have an understanding that there will 
be no further additions to the force until after we get through with 
the hearing? 
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Mr. Passman. I was putting it as diplomatically as I could. 

Mr. Taser. Why not have it out and out ? 

Mr. Passmanx. We would like to request that there be no further 
buildup of your organization—because of these very large increases, 
just in a matter of weeks or months—until we have had an opportun- 
ity to look at it—it is indeed disturbing that it has gone from $767,000 
to $900,000 for fiscal 1960, and then projecting beyond that into 1961 
it has gone from $1,250,000 to $1,750,000. 

If you will cooperate with the committee we will be grateful. 

Mr. Murpnuy. | will be glad to discuss this with the Under Secre- 
tary. L should like to make clear at this point I am not in a posi- 
tion, given the fact that I am operating on the basis of congressional 
amendment to the Mutual Security Act, and I am not in a position 
myself to undertake any commitment not to proceed. 

If Mr. Dillon feels we should call a halt or slow down or refrain 
from any additions I would be glad to follow this direction. 

Mr. Passman. I can tell you we are not going to support these tre- 
mendous increases even before you get your office opened. The figures 
have jumped upward in fiscal 1960 and 1961. You indicated yester- 
day there was some degree of independence in operating your office. 

We have made our case for the record. We hope you will be able 
to comply, and we hope you shall have the cooperation of Mr. Dillon. 

All we want to do is to give the Congress an opportunity to work 
its will on this particular item and determine if, together, we can 
exlain why there has been such a tremendous increase in the operation 
of this office, even before you got it really organized. That is the 
request we make, that you go slow until Congress works its will on this 
particular appropriation. 


Wepnespay, Aprit 13, 1960. 
ADMINISTRATIVE EXPENSES, DEPARTMENT OF STATE 
WITNESSES 


WILLIAM J. CROCKETT, DEPUTY ASSISTANT SECRETARY FOR 
BUDGET AND FINANCE, DEPARTMENT OF STATE 

EDWIN M. J. KRETZMANN, DEPUTY ASSISTANT SECRETARY FOR 
PUBLIC AFFAIRS 

RICHARD R. BROWN, DIRECTOR, OFFICE OF REFUGEE AND MIGRA- 
TION AFFAIRS 

RUSSELL W. HALE, ASSISTANT DEPUTY ADMINISTRATOR, MUTUAL 
DEFENSE ASSISTANCE CONTROL ACT 

JOHN E. MURPHY, INSPECTOR GENERAL AND COMPTROLLER, 
MUTUAL SECURITY 

WILLIAM W. MEEK, SPECIAL ASSISTANT TO THE DIRECTOR, OFFICE 
OF BUDGET, DEPARTMENT OF STATE 


We shall consider this morning administrative expenses for the 
State Department portion of the mutual sec urity program. The 
fiscal 1961 estimate is $8,300,000. 

The fiscal 1960 appropriation was $8,100,000. 

This request is an increase of $200,000. 
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JUSTIFICATION MATERIAL 


We shall insert justification pages 59 through 65. 
(The pages follow :) 


ADMINISTRATIVE EXPENSES, STATE (SEc. 411(C) ) 


The proposed fiscal year 1961 appropriation for administrative expenses of the 
Department of Siate requested under section 411(c) of the Mutual Security Act 
of 1954, as amended, is $8,300,000. This estimate provides for administrative 
expenses of the Department in providing program coordination and policy review 
of the mutual security program in Washington and overseas, for public informa- 
tion on the program, for support of the U.S. mission to NATO and European 
Regional Organizations (USRQO) in Paris, and for administration of the Mutual 
Defense Assistance Control Act. 

The total amount available in fiscal year 1960 is $8,289,667 and consists of 
$8,180,700 in appropriated funds (including transfer of $80,700 from ICA, sec- 
tion 411(b) for printing of materials in Connection with the mutual security 
program), and $108,967 in unobligated funds carried forward from previous 
fiscal years. The request of $8,300,000 for fiscal year 1961, therefore, represents 
a net increase of $10,333 over the fiscal year 1960 availability. 

The net increase of $10,333 over fiscal year 1960 represents increases amount- 
ing to $248.622 and decreases amounting to $238,289. The increases are required 
for overseas local wage and price increases ($70,527) ; two additional domestic 
positions and related costs for the public information program ($21,570) ; in- 
creased Overtime ($1,000) ; increased travel requirements ($19,000) ; fully em- 
ployment in existing positions ($105,913): and the Federal Employees Health 
Benefits Act ($30,612). The decreases represent reductions in staff and related 
costs in the refugee and migration program ($186,231) and the Mutual Defense 
Assistance Control Act ($7,530) ; one less workday above the 52-week base ($19,- 
516); closure costs of the International Development Advisory Board ($20,873 
and miscellaneous reductions ($4,139). 

The Department of State is the agency responsible, under the President, for 
the development and control of foreign policy and all relations with foreign 
governments, and is responsible for providing foreign policy guidance to all 
agencies of the Government. In connection with the MSP these responsibilities 
include all the functions contained in this appropriation request described below: 


1. PROGRAM COORDINATION AND PRESENTATION 


In his capacity as Coordinator of the mutual security program, the Under 
Secretary of the Department of State (1) maintains continuous supervision and 
general direction of the various forms of assistance administered by the Depart- 
ment of Defense, International Cooperation Administration, Development Loan 
Fund and the mutual security operations of the Department of State; (2) insure 
that the mutual security programs are effectively integrated and serve the for- 
eign policies of the United States: and (3) coordinates and supervises the prep- 
aration and presentation of mutual security legislation and estimates to the 
Congress. 


Program summary 


[In thousands] 
Fiscal vear 1959 °*__ 
nr um nt NMS RAGIN RN 
Proposed fiscal year 1961 8, 300 


1 Including $61,000 in fiscal year 1959 and $81,000 in fiscal year 1960 comparative 
transfer from General Administrative expenses, ICA (sec. 411(b)). 
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Detail of program 


[In thousands] 





] l 
Actual] 1959 | Program 1960] Proposed 1961 
7 ae pas 





j 
| 















Program coordination and presentation: Departmental, total __| $507 | $545 | $614 
—_—_—_— = — — — ——_— — 

Program policy guidance and review of 
NNN i od reer oe Games ai oii arsetoaat eae 1, 226 1, 368 1, 393 
Ld earbenbaeeaeen tae eee 1, 404 1, 473 1, 489 

ques } - | - — 
Rog abet ites hk deen yeu sewn ctaw asus saw aes 2, 630 2, 841 | 2, 882 
Public information: Departmental, total__.....--- Spar oe: 227 229 247 
U.S, representation—N ATO and European Regional Organ- | 

ization (USRO) | 
ORIN or cc Wien ata ale warp aelameaied 66 58 | 58 
Gyemees.-..65.<.5.. SROURISES LED EM EGen Lees alate mEwuetas 2, 278 2, 237 | 2, 277 
AID oon a ccs Sa agen eee os a AS fase) 2, 344 2, 295 | 2, 335 

Refugee and migration program: | 
NED Sie ica ec oem ene ee cOnee Sst stare titles 186 | 230 233 
DINU Wes Latah cnaandndy odadcbnina maneu ne estan inne 1, 156 1, 090 929 
Total ‘ ene ate meaciars seas a ini aie ieee mle oa 1, 342 1, 320 1, 162 

Mutual Defense Assistance Control Act aad 
ORE TOITE ooo need niamndwednieedaes (ienasaiae 614 | 623 | 617 
a ig ee 411 | 437 | 443 
ML. chad ci neh tindeahnaseaenen sid pelananamnthbneeea ae 1,025 | 1,060 1, 060 
pane MGR eno ce aoe Sa Re ar Se | 8, 075 &, 290 8, 300 

Economic assistance 
[In thousands] 

Fiscal year | Obligations | Expenditures | Unliquidated 

Actual, fiscal year 1959_- ie $8, 075 $9, 583 | 
C tive, June 30, 1959 21, 022 20, 298 | 72 

I e, fiscal year 1960 8, 200 8, 224 

( ve, June 30, 1960 29, 312 28, 522 790 





ite, fiscal year 1961 8, 300 8, 290 


To assist the Under Secretary in performing his functions as coordinator of 
the mutual security program, there is a deputy coordinator and staff with 48 
authorized positions. 

Proposed for fiscal year 1961.—To carry out the responsibilities for the mutual 
security program coordination and presentation activities $613,570 is required 
for fiscal year 1961. This represents a net increase of $68,793 over the amount 
available in fiscal year 1960. 

Increases requested total $70,086 for travel ($19,000), overtime ($1,000), 
fuller employment in existing positions ($47,487), and the Federal Employees 
Health Benefits Act ($2,599). 

Offsetting decreases total $1,293 for one less workday above the 52-week base. 


2. PROGRAM GUIDANCE AND POLICY REVIEW 


Consistent with its responsibilities for foreign affairs, the Department of State 
provides foreign policy direction and guidance for all agencies administering 
the mutual security program and is responsible for negotiation and execution 
of all international agreements relating to the mutual security program. 

The Department of State is specifically responsible for formal action and 
implementation of the policy of the United States in its participation in the 
United Nations expanded program of technical assistance, the technical coopera- 
ton program of the Organization of American States and programs of the Inter- 


| £0vernmental Committee for European Migration, the United Nations High 


Commissioner for Refugees, United Nations Children’s Fund, and the United 
‘ations Relief and Works Agency for Palestine Refugees in the Near East. The 
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Department is also responsible for providing representation in these organiza- 
tions and for making U.S. contributions thereto. 


Overseas, the Chief of Diplomatic Mission provides foreign policy direction | 


to all representatives of U.S. agencies in each country, and, in addition, has 
supervisory authority over all mutual security programs at the country level, 
The Chief of Diplomatic Mission is charged with responsibility of coordination 
as well as assuring that program activities are carefully planned and effectively 
carried out within the framework of established policy. 

Proposed for fiscal year 1961.—To carry out the responsibilities for the mutual 
security program guidance and policy review activities $2,882,277 is requested 
for fiscal year 1961. This represents a net increase of $41,052 over the amount 
available in fiscal year 1960. 

Increases requested total $68,796 for oversea wages and price increases ($12, 
961), fuller employment in existing positions ($438,598), and the Federal En- 
ployees Health Benefits Act ($12,237). 

Offsetting decreases total $27,744 for one less workday above the 52-week base 
($6,765), closure costs of the International Development Advisory Board ($20- 
873), and miscellaneous reduction ($106). 


3. PUBLIC INFORMATION 


The public information activities of the Department of State and the Inter. 
national Cooperation Administration were merged in fiscal year 1958 in order to 
utilize more effectively and economically these resources for a better public under- 
standing of the mutual security program. As a result of this merger, the re 
sponsibility for all public relations and press information on the mutual security 
program is centered in the Assistant Secretary of State for Public Affairs. The 
merger has resulted in relating mutual security information activities closer to 
foreign policy goals, and more efficient dissemination of mutual security informa- 
tion both from the executive branch in Washington and U.S. missions abroad from 
the Department of State, ICA; and USIA. Eighteen positions were transferred 
from ICA to assist the Assistant Secretary of State for Public Affairs in the dis- 
charge of these responsibilities. Transfer of the 18 positions increased the staff 
previously engaged in mutual security information activities from 4 to 22. 

Proposed for fiscal year 1961.—To carry out the responsibilities for the mutual 
security information program, $247,153 is required for fiscal year 1961. This rep 
resents a net increase of two positions and $18,488 over the amount available 
in fiscal year 1960. 

Increases requested total $23,089 for two additional positions and related costs 
($21,570) and the Federal Employees Health Benefits Act ($1,519). 

Offsetting decreases total $4,601 for one less workday above the 52-week base 
($642) and move to the new State Department Building ($3,959). 


4. U.S. MISSION TO THE NORTH ATLANTIC TREATY ORGANIZATION AND EUROPEAN 
REGIONAL ORGANIZATION (USRO) 


USRO is the abbreviation for the U.S. Mission to the North Atlantic Treaty 
Organization (NATO) and European Regional Organizations. The other re 
gional organizations referred to in USRO’s title are the Organization for Euro 
pean Economic Cooperation (OEEC) and the Consultative Group-Coordinating 
Committee for strategic trade control (CG-COCOM ). 

The mission is comprised of representatives of the Department of State, 
Department of the Treasury, Department of Defense, International Cooperation 
Administration, and U.S. Information Agency. The State Department element 
includes the Office of the Mission Chief, the Office of Political Affairs, and the 
administrative staff and secretariat for the entire organization. 

The entire staff of USRO operates under the direction and coordination of au 
ambassador who is the U.S. permanent representative on the North <Atlanti! 
Council and the U.S. permanent representative to the Organization for Europeal 
EKeonomic Cooperation. The Ambassador has a Deputy Chief of Mission whe 
assists him in the overall coordination of the work of the entire mission and 
who is alternate permanent representative to NATO. The Director of the 
Office of Economic Affairs is the alternate permanent representative to OEEC 
The USRO Executive Office provides staff secretariat services for the entire 
mission. 
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The State Department budget makes provisions not only for the staff of the 
Ambassador’s Office, the Executive Office, the Office of Political Affairs, and the 
major portion of the Office of Economic Affairs, but also for the local employees 
serving the other offices and the general operating expenses of the entire mission. 
USRO obtains all of its administrative services from the American Embassy 
in Paris under a plan of integrated administration designed to eliminate duplicate 
staffing and reduce expenses. 

An important phase of USRO’s work is the exchange of information, interpreta- 
tion and analysis of developments, and of recommendations for U.S. action with 
the parent agencies in Washington and with the U.S. embassies in the capitals 
of the other NATO countries, usually for the purpose of having these embassies 
assist in persuading their countries to accept a U.S. position on some current 
NATO problem. 

In addition to missionwide coordinating and servicing functions, the State 
Department staff of USRO carries on the day-to-day work of U.S. participation 
in all NATO work that is not strictly military and in the political aspects of 
NATO military planning. 

NATO activities —During the first 10 years of its existence, the primary 
task of NATO has been to plan and provide for the integrated defense of the 
North Atlantic Treaty area. To improve this defense has involved the agree- 
ment upon and establishment of a system of integrated military commands, 
the determination of force goals, the reconciliation of defense programs with 
national resources, the equitable distribution of the common defense burden 
among the member countries, the financing and construction of logistical ele- 
ments to support the military forces, the training of forces, the improvement 
and where possible the standardization of arms, the revival of defense pro- 
duction, and the rationalization of equipment maintenance. 

While continuing to carry out its basic and primary task, NATO has also 
steadily broadened the scope of its activity in political and economic consul- 
tation and in its newest field of activitiy the science program, begun as a result 
of decisions taken at the heads of government meeting in December 1957. 
Meeting weekly at the ambassadorial level, the Council discusses a wide range 
of matters affecting the alliance. 

The coming year will be a particularly important one for NATO, with the 
new initiatives that have been taken toward resolving world tensions but with 
the continuing necessity also for the free world to see to it that its defenses 
stay strong and its cooperation continue. The role of NATO will be an indis- 
pensable one in this period. 

OEEC activities —The OEEC, now in its 12th year, was originally established 
by convention among most West European states to coordinate Marshall plan 
assistance. Its membership includes the European members of NATO, Aus- 
tria, Ireland, Sweden, and Switzerland. Canada, as well as the United States, 
is informally associated with it. Spain has recently joined OEEC as the first 
hew member since the organization was created. Yugoslavia maintains an 
observer in Paris to follow OEEC work and participates in activities of the 
EPA. 

While its original role was substantially completed with the end of large- 
scale U.S. economic assistance to Europe, the OLEC has been continued on a 
permanent basis. It has proven to be a highly effective instrument for Euro- 
pean economic cooperation. Its continuing activities include an annual ex- 
amination of economic conditions in member and associated countries; and 
coordination on problems of energy supply, transportation, and machinery 
production. The United States has a significant interest in most of these fields. 
One of the chief functions of USRO, and particularly the Office of Economie 
Affairs, is to observe and report on all such activities and to receive and evalu- 
ate information supplied by other delegations for the U.S. Government. USRO 
makes known U.S. views in connection with matters under discussion in the 
Various committees, or in the Council. 

Other new OEEC activities of major international significance include the 
establishment of machinery for cooperation in the field of peaceful uses of 
atomic energy and establishment of a program to complement national efforts 
and those of NATO in dealing with long-range scientific and engineering man 
power problems. A new European Nuclear Energy Agency, organized as part of 
the OEEC effort, will complement Euratom in helping to solve Europe's energy 
problem and in advancing peaceful research. Stabilization activities in Turkey 
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and Spain have been carried out, and a new high-level Economic Policy Committee 
has been established. 

Proposed for fiscal year 1961.—To carry out the responsibilities of USRO, 
$2,355,000 is required for fiscal year 1961. This represents a net increase of 
$40,000 over the amount available in fiscal year 1960. 

Increases requested total $48,819 for oversea local wage and price increases 
($38,020) and the Federal Employees Health Benefits Act ($5,799). 

Offsetting decreases total $3,819 for 1 less workday above the 52-week base 
($3,745) and miscellaneous reduction ($74). 


5. REFUGEE AND MIGRATION PROGRAM 


The Office of Refugee and Migration Affairs was established under the Bureau 
of Security and Consular Affairs, Department of State, April 19, 1956, as a 
result of Executive Order 10663 to centralize responsibility for refugee and 
migration activities within the Department to coordinate and implement activi- 
ties of the U.S. escapee program, U.S. participation in the Intergovermental 
Committee for European Migration, and the United Nations High Commissioner 
for Refugees. The purpose of the escapee program is to provide assistance in 
the reception, interim care and maintenance, and resettlement of Soviet and 
satellite escapees in Europe and to undertake assistance projects in behalf of 
selected escapee groups or individuals in all areas of the world. 

The estimate for fiscal year 1961 includes 29 domestic positions and 151 (48 
American and 108 local) oversea positions. This compares with 32 domestic 
and 210 (59 American and 151 local) oversea positions in fiscal year 1960. These 
oversea employees assigned to Germany, Austria, Italy, Greece, Hong Kong, 
and Taiwan, have responsibility for assessing escapee needs, developing pro- 
grams, contracting with voluntary agencies for the execution of such programs, 
supervising operations, negotiations and liaison with local government author- 
ities, security screening of escapees, and performing the necessary administra- 
tive functions. 

Proposed for fiscal year 1961.—To carry out the responsibilities of the refugee 
and migration program, $1,162,000 is required in fiscal year 1961. This represents 
a net decrease of 19 American and 48 local positions and $158,000 below the 
amount available in fiscal year 1960. 

Increases total $32,311 for overseas local wage and price increases ($14,068) 
and the Federal Employees Health Benefits Act ($38,415) and fuller employment in 
existing positions ($14,828). 

Decreases total $190,311 for reductions in staff, both domestic and overseas, and 
related costs (19 Americans, 48 locals) ($186,231) and 1 less workday above 
the 52-week base $4,080). 


6. MUTUAL DEFENSE ASSISTANCE CONTROL ACT 


Objectives.—The policy objectives of the mutual defense assistance control 
program are contained in the basic legislation, public Law 213, 82d Congress. 
These are: to safeguard the strength of the United States and its allies, and 
to impede the warmaking potential of the Sino-Soviet bloc, by a system of security 
trade controls designed to prohibit or limit exports of the free world strategie ma- 
terial to the bloc. The mutual defense assistance control program is an integral 
part of the overall cooperative defense effort of the free world. 

Accomplishments.—The Control Act program has enabled the United States 
to cooperate effectively with the major industrialized nations of the free world in 
the operation of an agreed system of controls over strategic trade with the Sino 
Soviet bloc. Through regular reviews and negotiation in international Con- 
sultative Group-Coordinating Committee structure and through continuing U.S. 
Government executive branch review in the Economie Defense Advisory Com- 
mittee structure, we have maintained up-to-date lists for the control of strategic 
commodities capable of meeting current requirements. The constant attention to 
enforcement details and the development and testing of new enforcement proce 
dures have helped increase the effectiveness of these controls. 
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Problems.—The major problem facing the Control Act administration involves 
the requirements of the annual review and adjustment of the lists of controlled 
commodities. Many complex economic, political, and technical questions face 
the United States and the cooperating free world countries. Changes in the 
lists are necessary to reflect changing operating conditions, the availability of com- 
modities, and scientific developments and their relation to military technology. 

The adjustment of both the United States and the International Control lists 
and the enforcement procedures related thereto consequently involves continu- 
ing coordination, documentation, and negotiation within our Government and 
with and among the 14 other primary industrialized nations as well as with 
other cooperating free world countries. 

Relationship to other programs.—The Control Act program is directly related 
to the overall U.S. economic defense efforts and through those efforts to the 
military security of this country and the free world. More specifically the 
program is legislatively related to all foreign assistance programs engaged in 
by the United States. The MDAC Act makes mandatory the termination of aid 
to any country which knowingly ships arms, ammunition, or certain atomic 
energy items to the Sino-Soviet bloc. It also provides for the President’s discre- 
tion in continuing or terminating aid if a shipment involves certain other listed 
commodities. Aid, within the terms of the Control Act, includes various types 
of military, economic, or financial assistance. An additional objective of 
Control Act, also requiring extensive and delicate negotiation, is to secure the 
cooperation of those free world countries which are not recipients of U.S. aid. 

Lists of commodities under export control by the United States are maintained 
under the Export Control Act of 1949, the Atomic Energy Act, and the munitions 
control regulations of the Department of State. These related acts and regu- 
lations along with the foreign assets control regulations, and the Treasury 
transactions control regulations, require that the United States exercise various 
controls over its own exports, and over the commercial activities of U.S. citizens 
and subsidiary firms. They tie in closely with the objectives of the Control Act. 

Proposed for fiscal year 1961.—To earry out the responsibilities for the Mutual 
Defense Assistance Control Act, $1,060,000 is required in fiscal year 1961, the 
same as for fiscal year 1960. 

Increases requested total $10,521 for overseas local wage and price increases 
($5,478) and the Federal Employees Health Benefits Act ($5,043). 

Decreases total $10,521 for 1 less work-day above the 52-week base ($2,991) 
and a reduction of four domestic positions ($7,530). 


Summary of positions and funds 


Dollars in thousands 


1959 1y60 1961 
Ameri-| Locals |Amount} Ameri- | Locals |Amount) Amer Locals |Amount 
cans cans I 
im coordination and 
sentation is $507 45 $545 4s $014 
y guidance 
\ 3 10 2, 3 238 10 » &4)] 238 lf 2, XRD 
formation 22 227 22 22 24 17 
presel ition 
ATO Europea 
rganization 
O 10S OO 2, 344 4 ! 29 04 10M 2 
: i migration pi 
87 170 1, 342 i] 2 2 108 1, 162 
I eA tance 
Act 105 % 1, O25 107 s 1, O60 13 s 1, 060 
OO: ISS 8, O75 610 54 &, 2K) 5SY 226 8, 30 
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Comparative summary of obligations by object class, departmental and overseas 
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Mr. Passman. Did the Congress appropriate the full request of the 
State Department for this item in fiscal 1960 ? 

Mr. Crockerr. No, sir, Mr. Chairman. There was a slight re- 
duction. 

Mr. Passman. Do you recall the amount requested for fiscal 
1960 2 

Mr. Crockett. $8.3 million. We got $8.1 million. 

Mr. Passman. We have Mr. William J. Crockett, Deputy Assistant 
Secretary for Budget and Finance, present this morning. 

Do you have a statement to make, Mr. Crockett ? 

Mr. Crockerr. Yes,sir: I have ashort statement. 

Mr. Passman. You may proceed. 
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GENERAL STATEMENT 


Mr. Crocketr. Mr. Chairman, the proposed fiscal year 1961 ap- 
propriation for administrative and other ae of the Department 
of State requested under section 411(c) of the Mutual Security Act 
is $8,300,000. The request is included on pages 109 through 131 of the 
presentation book, which has already been submitted. Funds re- 
quest ed under section 411(c) of the Mutual Security Act are required 
to finance certain activities for which the Department of State is 
oad These responsibilities include coordination of the mutual 
security program between the participating agencies, presentation of 
the program to the C ge relating mutual security objectives to the 
overall objectives of U.S. foreign policy, public information on the 

utual security program, support of the U.S. mission to NATO and 
Buropean regional organizations (USRQO) in Paris, and administra- 
tion of the refugee and migration program and the Mutual Defense 
Assistance Control Act. 

The request of $8,300,000 for fiscal year 1961 represents a net in- 
crease of $10,333 over the $8,289,667 available in fiscal year 1960. The 
estimates anticipate no significant changes from fiscal year 1960 levels 
of activities except for the refugee and migration program. Overall, 

he request for fiscal year 1961 reflects increases amounting to $248,622 
and decreases totaling $238,289 and a net decrease of 64 positions, 21 
American and 48 local. 

I should like to discuss briefly the increases and decreases reflected 

}each function, if I may. 


PROGRAM COORDINATION AND PRESENTATION 


Increases requested for the program coordination and presentation 
function total $70,086, offset by a decrease of $1,293, for a net increase 
of $68.793. The request provides for (a) an increase of $47,487 for 
fuller employment in existing positions in fiscal year 1961. Addi- 
tional positions were added to the Office of the Coordinator au the end 

of fiseal year 1959 to strengthen coordination and supervision in the 
administr: ation of the mutual security military and economic pro- 
grams. ‘These positions have fin gradually statfed in fiscal year 1960 
and will be fully staffed in fiscal year 1961; (6) an increase of $19,000 
for additional travel. A full staff on board during the entire fiscal 
year will permit the necessary travel and will provide | etter coverage 
of regional activities and improved country reviews by the W ashing- 
ton staff: (¢) an increase of $1,000 for additional overtime for clerical 
staff during oan workloads: (d) it is estimated that $2,599 will be 
required to implement the provisions of the Federal Employees Health 
Ber nefits Act of 1959, 

The offsetting decrease of $1,293 is for 1 less workday above the 
regular 52-week base. 


PROGRAM GUIDANCE AND POLICY REVIEW 


It is anticipated that activities in the program guidance and policy 
review function will continue at the same level in fiscal year 1961 as 
| fiscal year 1960. Increases requested total $68,796 offset by de- 
creases amounting to $27,744, for a net increase of $41,052, with no 
change in the number of positions. The request provides for (a) an 
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increase of $12,961 for oversea wage and price increases based on 
the continued rise for services and goods which have been a postwar | 
phenomenon; (4) an increase of $43,598 for fuller employment in | 
existing positions. It is anticipated that more positions, vacant . 
part of fiscal year 1960, will be fully occupied in fiscal year 1961 

(c) it is estimated that $12,237 will be required to implement the pro- 
visions of the Federal Employees Health Benefits Act of 1959. | 


INTERNATIONAL DEVELOPMENT ADVISORY BOARD 


oe decreases total $27,744 for 1 less workday above the 
regular 52- week base and closure costs of the International De velop- 
ment ae isory Board. 
PUBLIC INFORMATION 


Increases requested for the “Public information” activity related to 
the mutual security program total $23,089 and two positions offset by | 
decreases of $4.601 for a net increase of S18.488. The request prov ides 
for (a) two additional posit ions, an information officer and a secretary, 
and certain related costs. The positions and additional funds amount- 
ing to $21,570 are requested to meet the need of greater public knowl- 
edge and understanding of the mutual security progr: ae. Included 
in the $21,570 is $5,300 for printing individual country fact sheets 
and other publications; (%) it is estimated that $1,519 will be required 
to implement the provisions of the Federal Employees Health Benefits 
Act of 1959. 

Otfsetting decreases total $4,601 for 1 less workday above the reg- 
ular 52-week base and savings as a result of moving part of the *Pub- 
lic information” activity to the new State Department Building. 


U.S. REPRESENTATION USRO 


It is anticipated that activities in the function entitled “U.S. repre- 
sentation, NATO and European regional organizations (USROQ), 
will continue at the same level in fiscal year 1961 as in fiscal year 1960. 
Increases requested total $43,819 offset by decreases amounting to 
$3.819 for a net increase of $40,000, with no change in the number of 
positions. The request provides for (a) an increase of $38,020 for 
oversea wage and price Increases and (6) $5,799 for implement ition 
of the provisions of the Federal Employees Health Benefits Act of 
1959. 

Offsetting decreases total $3,819 for 1 less workday above the regu- 
lar 52-week base and minor miscellaneous reductions. 


ADMINISTRATION OF REFUGEE AND MIGRATION PROGRAM | 


The estimate for administrative expenses for administering the 
refugee and migration program reflects a decrease in workload and 
resultant reductions in staff and related costs. The request provides 
for decreases of $190,311 and a reduction in staff, domestic and over- 
seas, of 19 Americans and 43 locals. 
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Offsetting increases amounting to $32,311 reduce the net decrease to 
$158,000. Increases are 1 required for (a) overseas wage and price in- 
creases, $14,068; (6) implementation of the Federal Employees Health 
Benefits Act of 1959, $3,415; and (c¢) $14,828 for fuller employment 
in existing domestic positions. It is anticipated that more domestic 
positions, vacant during part of fiscal year 1960, will be fully occu- 
pied in fiscal year 1961. 


ADMINISTRATION OF MUTUAL DEFENSE ASSISTANCE CONTROL ACT 


Activities in administration of the Mutual Defense Assistance Con- 
trol Act are expected to continue at the same level in fiscal year 1961 
as in fiscal year 1960. Minor increases amounting to $10,521 for over 
seas Wage and price increases and the Federal Employees Health 
Benefits Act of 1959 are offset by decreases of a like amount resulting 
from 1 less workday above the regular 52-week base and a reduction 
of four domestic positions. Only two of the positions were occupied 
for a portion of fiscal year 1960. 

In summary, the amount requested for fiscal year 1961, $8,300,000, 
a provide the necessary funds to permit the De ,spartmen nt of State 

) discharge its responsibilities fully under the mutual security 
=i 

Mr. Passman. Thank you, Mr. Crockett. 

The committee understands that this particular item was carried 
ina different appropriation until fiscal 1958. That was the year it 
became a separate item in the bill. 

Mr. Crockett. I believe that is right, sir. 

Mr. Passman. Can you tell us how many employees you had in 
fiscal 1958 who were paid out of this appropriation 

Mr. Crockerr. Unfortunately the table we have with us starts with 
fiscal year 1959. 


STAFFING FOR FISCAL YEARS 1959, 1960, 1961 


Mr. Passman. How many did you have in fiscal 1959? 
Mr. Crockett. 893 positions. 

Mr. Passman. And in 1960? 

Mr. Crockett. 879. 

Mr. Passman. And for 1961? 

Mr. Crockxerr. We are anticipating 815. 


COMPARISON OF FISCAL YEAR 1959 ESTIMATE WITH FISCAL YEAR 1961 
REQUEST 


Mr. Passman. This is fantastic. For fiscal 1958 the ep asap ees 
was 54,684,000. You have decreased from fiscal 1959 to fiscal 1961 
the number of employees, from 893 to 815, yet you ask for an increase 
in the : appropr iation from $6,989,000 to $8,300,000. 

Mr. Crocxerr. I think the dollar figures are not comparable, Mr. 
Chairman. I think there are some other transfers in from the other 
appropriations. 

Mr. Passman. We shall go into them. Nevertheless, this partic 
ular appropriation has increased from $4,684,000 in fiscal 1958 to 
55,300,000 requested for fiscal 1961. 
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Mr. Crockxerr. Mr. Chairman, it includes comparative transfers 
from the mutual security program side, so the figures are not com- 
parable. 

Mr. PassMan. Let us clear it up at this point. 

Mr. Taser. What is the point of their bringing up many figures 
that do not jibe ? 

Mr. Passman. That is what we are trying to find out. We are look- 
Ing at the spec ifie ap propriation, the information supp vied to us by 

+ Department showing the appropriation by year, fiscal 1958, 1959, 
196 ) and L961. 

First, we want to find out whether or not it is correct that. these are 
the appropriations that you received for the 3 fiscal years 1958, 1959, 
and 1960. 

Mr. Crocxerr. Mr. Chairman, on a comparable basis the appro- 
priation we received in 1959 was $8,075,000. 

Mr. Passman. Let us get into that after we verify the appropriate 
adjusted obligations as indicated on this chart. 

Do you have a copy of this, Mr. Murphy ? 

Mr. Murpny. Yes, sir. 

Mr. Passman. Who supplied these figures ? 

Mr. Murpeny. The ICA Controller at my request. 

Mr. Passman. Am I correct in stating the figures that I have just 
given ¢ 

Mr. Murrpnuy. I did not catch the figures. 

Mr. Passman. $4,684,000 in 1958. 

Mr. Mureny. The appropriation amount was $4,577,000. 

Mr. Passman. You had transfers in of $107,000. 

Mr. Mcrpeny. That is night. 

Mr. Passman. Making a total of —— 

Mr. Mvurpriry. Look at the next item below, the Battle Act, which 
Was a separate appropriation in 1958 of $1 million. which as you see 
from the note in the righthand side is now included in 1961 and in 
1960 in the same appropriation. There is a transfer in. There is no 
longer a separate item for the Mutual Defense Control] Act. You 
have to add the two togethe Tr. 

Mr. Passman. W hy did you not add them together ? 

Mr. Murrny. If we had. Mr. Chairman, then we would not have 
shown the appropriations as they were made. 

Mr. PassmMan. You were given a grand total amount. 

Mr. Murprry. We have a grand total at the end of all administra- 
tive expenses. 

Mr. Passman. If we want to take your total figures, $5,500,000— 
is that correct ? 

Mr. Murpuy. $5.577.000. 

Mr. PassmMan. What amount are you asking for the total operation 
for all the different items mentioned for fiscal 1961 ? 

Mr. Murruy. $8,300,000. 

Mr. PassMANn. That is an increase of what amount ? 

Mr. Murpuy. $2,723,000. 

Mr. PassMan. $9 79 3.000 inerease ? 

Mr. Murpnuy. That aaa. 

Mr. Passman. During that same period the number of employees 
dropped from 893 to 815. Is that correct ? 
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Mr. Crockett. I don’t know how you put your figures together. 
I do not know what they are comprised of. I have not seen this table 
before. 

(Discussion held off the record. ) 

Mr. Taser. Do you have a sheet which would explain this so we 
can tell something about it ? 


REASON FORINCREASE IN FISCAL YEAR 1961 OVER PRIOR YEARS 


Mr. Crockerr. Over the years, Mr. Chairman, as you know, various 
programs have been transferred out of the ICA over into State, so that 
our appropriation has increased simply by a comparative transfer over 
the years. Part of the explanation is a comparative transfer of pro- 
grams from the ICA to this 411(c) appropri: ition. 

Mr. Passman. When we get to ICA we find out that they, too, have 
a substantial increase. We are trying to reconcile one w ith the other. 

If we may deal specifically with fiscal 1958. Did you say the total 
was $5,577,000 ¢ 

Mr. Murrny. That is right. 

Mr. Passman. At that time you had 893 people on the payroll. 


RECONCILIATION OF APPROPRIATION REQUESTS 


Mr. Crocxerr. We would disagree with the figure. We would say 
$7,800,000 was the comparable figure. 

Mr. Passman. You disagree with the Comptroller General, you 
know. 

Mr. Murruy. It depends on how you use the table. The table was 
made up specifically at the request of the staff to reflect the appropria- 
tion amounts as they were made. 

As Mr. Crockett has pointed out, back in 1958 the ICA Director was 
the coordinator of the entire mutual security program. He no longer 
is. Mr. Dillon is. A substantial number of people who were involved 
in the coordination process in ICA, and who were financed under ICA 
appropriations, have been moved over to Mr. Dillon’s Office and are 
financed now under section 411(c). 

The refore when you look at the pure ap 9 ap F tion figures, which 
is what the table shows, you do not get what Mr. Crockett is pointing 
out, the ¢ ompar ative transfer of personnel and Rae that are needed 
to reflect the switch in the organizational responsibility. 

Mr. Passman. If we may discuss just the item, State, section 411(c) 
appropriations, and the transfer. Let us start with fiscal 1959, as we 

lave the personnel on that year. Following that one item you had 
$6,989,000. That is the amount of total obligations. Is that correct ? 

Mr. Murruy. That is for section 411(c) ; yes, sir. 

Mr. Passman. How many people did you have dealing with this 
section 4 

Mr. Murrny. This would be everybody other than those financed 
under the Battle Act, Mr. Crockett. 

Mr. Crocxerr. Our figures do not jibe with that, either, in terms 
of total ; appropr iation. Total obligations are shown. 

Mr. Passman. At what amount do you show the obligations ? 

Mr. Crockxerrr. For the programs we are talking about 
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Mr. PassMan. Section 411(c), State appropriat ion. 


Mr. Crockxerr. The same programs we are talking about today, 


We have $8,073,000. 

Mr. Passman. How would you obligate that amount out of $6,989,- 
000 that was available ¢ 

Mr. Crockerr. Because there were other programs that are now in 
what we are talking about today that were carried under ICA at that 
time. To compare 1961 with 1959 you have to compare the total 
package. 

Mr. Passman. This table reflects the transfers. We are looking at 
the table prepared by the Department and given to us. 

Mr. Mureny. But, Mr. Chairman, you are looking at only one line 
of the table. If you will look below ‘that 

Mr. Passman. I am dealing with a line item, too. I want to deal 
strictly with this particular item and see what brought about the 
increase in this one item from $6,989,000 to $8,209,000 in 1 year. 

Mr. Murpiry. Congress made one appropriation instead of two and 
the item below it was merged in so you had a total of $8,014,000 in 1959, 
which compares with $8,300,000 in fiscal 1961 that is requested. 

Mr. Passman. If you gentlemen on that side of the table cannot 
get your figures together, and reconcile one with the other, how do you 
expect us to do it ? 

Mr. Murpuy. Our figures are reconciled. 

Mr. Passman. Mr. Crockett just said he disagreed with your 
figures. 

Mr. Murpny. Because you were using the figure of $6,989,000 when, 
in fact, you have to add the Battle Act obligations beneath them and 
compare the total of the two with the total for 1961 covering the 
same functions. 

Mr. Taner. Where do those figures show 7 

Mr. Murpuy. You see, Mr. Taber, in column “1959” you have a 
separate item for section 411(c), and right below it there is the control 
act for section 410. 

You see the note? 

Mr. Taser. It doesn’t show that. 

Mr. Murruy. On the left-hand side. It states section 410, control 
aCt expenses. 

If you follow that item across the table you will see that in fiscal year 
1960 and fiscal year 1961 there is a note that that appropriation was 
combined with the one immedi: itely above it, so you have to compare 
the total. 

Mr. Passman. Let us move along to fiscal 1961, then. 

If you will take the figures you gave us, reg: rdless of how vou figure 
it in fiscal 1958, the total is $5,694,000. In 1959 it jumped to $8,400,000. 
In 1960 it was $8,209,000, and in 1961 you projected it to an estimate 
of $8,300,000. There are the 4 years. There is an increase from 
5.694.000 in 1958 to $8.300.000 in fiseal 1961. 

Mr. Murpeny. You are right. The $5,694, 000 that you quote is the 
$4,684,000 in the line labeled “Section 411(c).” and $1,010,000 on the 
line labeled “Section 410.” It is the sum of those two figures. In 
terms of appropriations made your figures are absolutely correct. 
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What these figures do not reflect, Mr. Chairman, are the compara- 
tive transfers of F responsibilities and obligations which occurred in the 
interim which we have to do under the Budget t and Accounting Act. 
We have to reflect for the Congress to comply with that act. 

In other words, you are otherwise liable to be in a position of com- 
paring peaches and pears between 2 given years. 

Mr. Taner. The trouble is that you did not bring up the green sheets 
which would explain that item. If we had them here we would be in 
good shape. 

Mr. Passman. This includes the transfers. 

Mr. Crockerr. No, sir. 

Mr. PassMAn. I am looking at both figures. 

Mr. Murrny. The only transfers included in these are the trans- 
fers that were necessary in order to meet the cost of the Federal 
Employee Pay Act increases. 

Mr. Passman. How about the $1,010,000 that you show on your 
sheet ? 

Mr. Murptry. There is nothing wrong with that figure. 

Mr. Passman. Am I using the correct figure of $5,694,000 for fiscal 
1958 ¢ 

Mr. Murpny. Yes. 

Mr. PassmMan. How many employees did you have who were paid 
out of that appropriation ? 

Mr. Crockerr. We do not have the 1958 figures with us. 

Mr. Passman. Let us move along to 1959; $5,694,000 to $8,400,000 
is the jump shown. 

You do not have the personnel for 1958, so we asked for 1959. 

Mr. Crockerr. But it is not the same, Mr. Chairman. I insist it is 
not the same; $5 million does not compare to $8 million because there 
is a transfer responsibility in the meantime. The whole thing was 
transferred. 

Mr. Passman. How many positions did you have ? 

Mr. Crocxerr. In 1959 we had 893 positions; 8 
for 1960. 


Mr. Passman. But the appropriation went from $8,400,000 to 
$8. 209.000 2 


9 is the number 


Mr. Crocketr. Yes, sir. 
Mr. Passman. How many positions are estimated for fiseal 1961 ? 
Mr. Crocxetr. 815. 


ACCOUNTING FOR INCREASED REQUEST 


Mr. Passman. That is a reduction of 78. Yet the appropriation 
request is up to $8.300,000, instead of going down due to the reduced 
personnel. 

Mr. Crockxetr. Yes, sir. 


PUBLIC INFORMATION STAFFING 


Mr. Passman. Could this account for it. and I shall refer to only 
1 few items—two additional positions and related costs amounting 
to an inerease of $21,570 are requested to meet the need of greater 
public knowledge and understanding of the Mutual Security Pro- 
gram’ Isthat where part of it goes / 
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Mr. Crockett. Part of it, yes, sir; two jobs and some additional 


money for printing, and so on. 
Mr. Passman. Is that advertising? 
Mr. KrerzmMann. Public information. 


Mr. Passman. What is the difference between public information 


and advertising? 


Mr. KrerzMann. Largely we are responding to requests, requests 
for additional information on the mutual security programs. They 
have become considerably larger than they were previously. 

Mr. Passman. Is that an educational program, pamphlets, books 

Mr. KrerzMann. Fact sheets on what is done. 


Mr. Passman. That comes out of the administrative expense of the 


State Department ? 

Mr. KretzmMann. That is right. 

Mr. Passman. How about ICA? Do yo 
have for that propaganda ? 

Mr. KrerzMann. They have no program o 
dle it all for them. 


REASON FOR INCREASE FOR PUBLIC INF‘ 


u know how much they 


f information. We han- 


RMATION PROGRAM 


Mr. Passman. Last year I asked the ques tion: Are you requesting 
funds for the public inform: ition ph ase of t the progr: imi ¢ Phe response 


Was, no, sir; there is a small reduction in 
program. 

This year we see Vo u want S21, 570 more. 
year’s request with what you said last year 


the pul blie informatio 


Would vou reconcile this 


Mr. KRETZMANN. We nemponaed to the sin of Congress. In the 


last (‘oneress the committee eritic zed us for 
amendment too restrictively. 
Mr. Passman. What committee was that ? 
Mr. KrerzMann. The House Foreign Atfa 
Mr. Passman. Then vou go contrary to w 
tee because the Fore ion Affairs ( ‘ommittee m 
stepped up this propaganda spending ¢ 
Mr. Krerzmann. I wouldn't call it propag: 


Mr. Passman. You eall it what vou wish 


applying the » Dworshak 


irs Committee. 

hat a cae 
ade a suggestion, and you 
nda 


propagane la, public rela- 


tions. Maybe those who want to reach a moderate understanding wil 


eall it advertising. 
Mr. Taner. You do not know what they ¢: 
Committee, do vou ? 
Mr. KrerzMann. They call it information. 
Mr. Passman. You call it what ? 
Mr. KrerzmMann. That is what we eall it. 
Mr. Passman. You told this committee y 


il] it inthe Foreign A ffairs 


ou would reduce the ex- 


penditure for that purpose, the other committee was somewhat critical 


because vou had, and vou increased it 7 


Mr. KrerzmMann. We had a great increase in public demand for that 


information. 
Mr. Passman. It is contrary to what we we 


re told last year. We do 


not want to quarrel. We are try ing to arrive at the reason why you 


told us last vear there would be a reduction. 


and we find the fact is just the opposite. 


We come in this year 
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Mr. KretzmMann. We feel we need one additional person to process 

this. 

Mr. Passman. The committee will just have to ignore what you 

told us last year, then; is that correct ? 

Mr. KrerzMann. Yes. 

Mr. Passman. Shall we strike that out of the record as far as 
considering the bill this year? 

Mr. Krerzmann. No, sir; I think we are responding to what the 
public climate is on this whole program. 

Mr. Passman. That point I am trying to reach is this: We make 
a specific appropriation. We were told there would be a reduction. 
We find an increase. How shall we consider the request, based upon 
the statement there would be a reduction or based upon the statement 
there will be an increase? We want to know which one of your 
suggestions we should follow this year. 

Mr. Krerzmann. We think developments of the pas st year have 
made it necessary to add a member to the staff in order to meet public 
demand for this information. 

Mr. Passman. One member / 

Mr. KrerzmMann. One officer and one secretary. 

Mr. Passman. You added two, did you not ? 

What kind of information are you furnishing ? 

Mr. KrerzMann. It is largely— 

Mr. Taser. Off the record. 

( Discussion off the record. ) 


REQUEST FOR GREEN SHEETS 


Mr. Ruoprs. Mr. Chairman, [I cannot imagine the Department 
coming before a committee of the Appropriations Committee and 
not having green sheets available for inspection. To me it is just 
uithinkable this could happen. 

Mr. Passman. We work with what we are given. We shall take 
that fact into account. 

Mr. Ruopes. As far as I am concerned I think the chairman feels 
the same Way. 

Mr. Passmawn. I certainly do. 

Mr. Riropes. These green sheets better be available. 

Mr. Passman. When we reconvene the committee for further con- 
sideration of the several items we have already considered they will 
have to come back and explain the green-sheet items, as Mr. Taber 
suggested. 

Mr. Taser. Frankly, I am not going to vote for any appropriation 
for administrative expenses of this agency without their coming up 
here in decent shape as they promised they would yesterday and tell 
us what they are asking for and why they are : asking for it, in such 
shape that we can understand it and they can understand it, so it 
will gibe as between the different units of the agency. 

Mr. Passman. There has been no change in the law, and Mr. Crock- 
ett, who is testifying for the appropriation for fiscal 1961, also testified 
for the appropriation for fiscal year 1960. I asked this question, at 
page 1581 of last year’s hearings: 








876 


Are you requesting funds for the public information phase of the program? 

Mr. Crockert. No, sir. There is a small reduction in the public information 
program. 

This is like practically all other phases of this program. The more 
you try to actually get into it, the more confusing it becomes. We 
hope that the green sheets will be forthcoming on all requests in the 
future, inc luding this one. 


OBLIGATIONS AND UNOBLIGATED BALANCE 


How much money have you obligated to date and what is the antici- 
pated unobligated balance as of June 30? 

Mr. Crockerr. Mr. Chairman, we anticipate approximately $20,000 
unobligated balance. 

Mr. Passman. What will be the amount of the unexpended balance! 

Mr. Murpuy. $790,000, Mr. Chairman. 

Mr. Passman. What was the actual unobligated balance last. June 
30 7 

Mr. Crockerr. $108,967, 

Mr. Passman. But you anticipated $64,000, 

Mr. Taner. How much did you spend in June? 

Mr. Passman. That is a good question. You anticipated that you 
would have only $64,000 but you finished the year with double that 
Aamo a , 

Mr. cKETT. Yes, sir. 

Mr. P issMAN. Do you think that same pattern might follow into 

seal year 1961? 

Mr. Crocxerr. [I don’t anticipate so, Mr. Chairman, because we have 
our employment up to a higher level and most of our positions filled. 

Mr. Passman. What amount did you obligate in June 1959? 

Mr. Crocxerr. I will have to supply this for the record. 

Mr. Passman. Could you not tell us what you obligated for the 
last month of the past fiscal year / 

Mr. Crockxerr. I do not have it with me, Mr. Chairman. 

Mr. Passman. Could one of your assistants call downtown and get 
it ? 

Mr. Crockerr. Yes, sir. 

(The information requested follows :) 

The obligations during June 1959 for the State Department 411(c) appropria- 
tion were $644,913. 

Mr. Passman. I think this would be a better examination with that 
information available. You anticipated $64,000. You wound up 
with $108,000. 

Mr. Crockett. Yes, sir. 

EMPLOYMENT 


Mr. Passman. What was the number of personnel on your payroll 
as of July 1, 1959? 

Mr. Crocketr. He might as well get that, too. 

Mr. Passman. You don’t have that information with you ? 

Mr. Crocxerr. No, sir. 

Mr. Passman. How many did you have on the payroll as of March 
31, 1960? 
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Mr. Crockxerr. He will get both items for you, Mr. Chairman. 


July 1, 1959, and March 31, 1960 ? 


Mr. Passman. Yes. 
(The information requested follows :) 


Personnel, funded by the 411(c) State, administrative expenses, Mutual Secu- 
rity Act, on board as of: 


Date On board 
Jaly 1, 1950... ~~... I TE : La | ee 
Mar. 31, 1960 (estimate Re gcc: A AB ee a Feros : __ S45 


Mr. PassMan. I cannot believe that you gentlemen want us to ap- 
peepee money on a scattershot basis, with no information. I do 
not believe the Congress would tolerate this committee making rec- 
ommendations from the vague information that you are giving us on 
this request this morning. 


NEED FOR EMPLOYMENT OF LOCALS 


Why do you need 10 locals for the program policy cuidance and 
review function ? 

Mr. Crockxerr. Mr. Chairman, a great part of the program policy 
oll lance and rey ieW function is carried out at our Embassies abroad. 
All the coordin ation between the military programs, economic pro- 

rams developed by the m ibassador’s staff is carried out under this 
apy propriation. Therefore, we do need locals at some of our Em- 
bassies for int iaaatiie, a 1d translators that would be working di- 
y with our people. 

Mr. PassMAN. That (loes hot work in with the Embassy Si atts, but 
you must have additional personnel assigned ¢ 

a CRocKE rr. Not. additional personnel assigned, but personnel 
ae e paid from this ap propri: ation because they are working di- 

tly for coordination of policy guidance under the mutual see urity 
seacians at the Embassy levels. 

Mr. Passman. Then, if you did not have this function the Em- 
bassies could reduce their statis substant lally ¢ 

Mr, Crockxerr. Yes, si 

Mr. Passman. Where will the 10 be located ? 


COMPARABLE REDUCTION IN STATE DEPARTMENT APPROPRIATION 


Mr. Taner. Before you get to that, at the same time Mr. Chair- 
man, why should we not have an answer to whether or not the State 
Department appropriation bill carried a reduction comparable to 
these jobs ? 

Mr. Passman. That is my next question. 

If you will refer to page 64, you will find the program policy 
guidance review. You had in 1959, 235 Americans and 10 locals at 
a cost of $2,630,000: in 1960, 238 Americans with 10 locals at a cost 
of $2,841,000. 

For 1961 you show 238 Americans with 10 locals for a cost of 
22.582 000. 

Mr. Crocxerr. Mr. Chairman, there are not increases in locals 
It is the same number that has been carried for a number of years. 

Mr. Passman. Do you know the amount by — the State De- 
partment reduced its requests for funds for fiscal year 1961 as a re- 
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sult of the Mutual Security program paying for this number of 
personnel ? 

Mr. Crockerr. These are not new personnel, Mr. Chairman. They 
are not new positions. 

Mr. Passman. Let us go back to the beginning. At any time, did 
the State Department pay for this personnel out of its appropria- 
tion 2 

Mr. Crockerr. Not for this program, Mr. Chairman, because at the 
inception of the Mutual Security Program additional workload was 
put upon Embassies abroad to coordinate it. 

Mr. Passman. In what vear did that happen ? 

Mr. Mvurrniy. It started out, Mr. Chairman, before there was ever 
evena Mutual Security Act. 

It started out with the passage of the Mutual Defense Assistance 
Act. which is now known as military assistance. 

In October 1949, when the Ambassadors were given the responsibil- 
itv of coordinating the military with the economic overseas, they were 
allowed to have special assistants to work for them on that, and 
small staffs, and these staffs have been financed from mutual security 
or its antecedent appropr lations ever since they were created. They 
were never financed from State Department appropriations at all. 

Mr. Passman. Past and present, we have a program being completed 
in 76 of the 87 old nations, as it were, and a few small principalities 
and new countries have been brought in, but leave those out at this 
time. 

POSSIBILITY OF POSITION TRANSFER 


Do you transfer these 10 from one nation to another? 

Mr. Murrnuy. It is conceivable that could happen, Mr. Chairman. 

Mr. Crockerr. You would not transfer the people. You could 
transfer the positions. 

Mr. Mcrreny. Yes. 

If there was a need for work of this kind in one country and it ceased 
in another, positions could be transferred and it is conceivable in some 
instances actual personnel. 


COUNTRIES WHERE LOCALS ARE EMPLOYED 


Mr. Passman. The 10 locals that you have in the program for policy 
guidance and review functions are presently located where ? 

Mr. Crocxerr. I do not have that information with me, Mr. Chair- 
man, as to where they are located, or the countries in which they are 
located. 

Mr. Gary. Will the chairman yield? 

Mr. Passman. Yes. 


LOCALS PAID WITH LOCAL CURRENCY 
Mr. Gary. Are these locals paid with local currency ? 


Mr. Crocker. Yes, sir; with local currency purchased from the 
dollar appropriation. 
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Mr. Gary. You pay them in local currency purchased from the U.S. 


Treasury with dollars ¢ 


Mr. Crockxerr. Yes, sir. 
COUNTRY LOCATION OF LOCALS REQUESTED 


Mr. Passman. How can the committee intelligently recommend 
funds for 10 locals for fiscal year 1961 when you do not even know 
where they are located ‘ Maybe they have been lost in the program 
and don’t have them. 

Mr. Crocxerr. We have them, sir. 

Mr. PassmMAn. You do not know where they are. 

(The following information was supplied later :) 

Ten local employees budgeted under the program policy guidance and review 
function are located at 


Post Number 
Ankara, Turkey ee hg CD Sree acces Bo eee aia Ne p 2 
Athens, Greece____—-_-- Bee chal ae Spas a a 1 
Beirut, Lebanon Ie 8 Ri NT ee Se A his Bn a = 2 
Karachi, Pakistan_ ee seca Shi 1 
Teheran, Iran 1 
Brussels, Belgium > 1 
The Hague, the Netherlands_ _ b 1 
Rome, Italy pee an a ete lan ied ‘ 7 1 

Total ; ; I aint sisiatests : : 10 


INCREASE IN TRAVEL 


You state that additional funds amounting to $21,570 are requested 
to meet the needs of greater underst anding of the mutual sec urity 
program. Then we go back to page 2 of your statement, and you re- 
quest an increase of $19,000 for additional travel. 

Do these people who are providing information on the mutual 
security program participate in this travel allowance? 

Mr. Crocxerr. No, sir; not in this particular one, Mr. Chairman. 
This is for the Office of the Deputy Coordinator of the mutual secu- 
rity program. 

Mr. Passman. Since you reduced the number of personnel why do 
vou need to increase the travel allowance so substantially ? 

Mr. Crockerr. The reduction is in the Office of Refugee and Mi- 
gration program. 

_The increase in travel is in the program coordination and presenta- 
tion function. 

Mr. Passman. You are going to have a total of 815 employees in 
the program. Y * say the increase is in the program, coordination 
and presentation. Isn’t that a Washington office ? 

Mr. Crockerr. That is right, Mr. Chairman. 

Mr. Passman. Why should they be traveling? Why do you need 
an increase of $19,000 2 , , 

Mr. Crocxerr. Mr. Chairman, this office is charged with the respon- 
sibility of coordinating all phases of the mutual security program— 
evaluating the milit: ary, economic, and other parts of it. 
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[In order to do this, I think it is necessary that people charged with | 
this responsibility travel, to see what 1s happening to the program in 
the various countries. 

That isthe reason this item 1s in here for a $19,000 increase. 

Mr. Passman. This is a Washington operation; is it not ? 

Mr. Crockerr. Yes, sir. 


PFRAVEL FUNDS REQUEST FOR FISCAL YEAR 1960 


Mr. Passman. What amount was requested for fiscal 1960 for this 
one item 4 

Mr. Murrisy. The estimated obligations for fiscal year 1960, Mr, 
Chairman, for the same item, were $41,000. 

What Mr. Crockett was trying to find was what the request was for 
960), 

Isthat what you asked 7 

Mr. Passman. That iscorrect. 

Mr. Murrny. I eather he does not have that ? 

Mr. Passman. Youdon’t have that information either ? 

Mr. Crockrerr. Not the request. | 

Mr. ssMAN. But vou allocated $41,000 7 

Mr. Crockxerr. Yes,sir. 

Mr P SSMAN. And if I remember orrectly, we placed no limitatio 

thet item last vear: did we? 


Mr. Murpiy. That is correct. 


REASON FOR INCREASE IN TRAVEI 


Mr. PassMan. On account of the committee being so generous, plac- 

limitation, you jumped it to $60,000 for fiscal year 1960. As you 
received all the money you requested, with no limitation in 1960, why is 
ae eco: by almost 50 percent ? 

Mr. Crockerr. Mr. Chairman, I think that an office charged with 
responsibility for the overall progr: im planning, coordination, and the 
presentation of this budget must know what is going on around the 
Wo rl l. 

Mr. Passman. I certainly agree with you, we must know what is 
going on, and we placed no limitation. You had the full amount last 
year of $41,000. We listened to the argument that if we are going to 
doa good job you must not cut back on the administrative expense and 
the travel. 

We bought that, lock, stock, and barrel, and on account of that 
buying on the part of the committee, then you jumped it from $41,00 
to $60,000 in just 1 year. 

Is there any necessity for increasing the travel so substantially over 
your fullestimate of a year ago? 

Mr. Crockrrr. Mr. Chairman, I think there is. I think that there 
are new men on the staff. 

Mr. Passman. New men? You had 38. Let’s see what new men 
you have, 

You are asking for five new man-years. 

\ecording to our figures here, you are asking for about $100 4 
month, or $1,200 a year, for every employee on the payroll in this one 
item: is that correct ? 


’ 


ne no 





‘ith 
1 in 


his 
Mr. 


f¢ rT 


10] 


lac- 
you 
y is 
ith 
the 
the 
t is 
last 
yr WO 


ind 


hat 
000 


ver 
ere 
nen 


0 a 
one 


881 


Mr. Crocxerr. But Mr. Chairman, a considerable part of this travel 
is for Mr. Dillon’s staff and therefore you cannot equate it to every 
employee on the payroll, but more meaningful, I think, is the amount 
of travel Mr. Dillon’s staff does in the review of this program. 

Mr. Passman. Why has his travel increased so substantially in just 
1 year? Does Mr. Murphy do any travel out of this appropriated 
tem‘ 

Mr. Crockerr. No, su 

Mr. Passman. How many people will travel out of this one fune- 
tion ¢ 

Mr. Crockerr. There are 48 people in this office. Certainly not all 
of them travel on it. 

lhe senior officers of the office travel. I could get you for the record 

e | umber ot people who traveled in L960, the humber ot officers 


SUMMARY OF TRAVEL IN FISCAL YEAR 19 


Mr. Passman. Could you possibly inform us as to the number of 
who trave led, the p ylaces to which they traveled, and whether 
; of them were tr: aveling to familiarize the people with the mutual 
security program. ¢ 
Mr. Crockerr. Yes, sir. I ean get that for vou if you would like 
uN it. 
The information supplied follows:) 


"TRAVEL OF U/MSC OFFICER STAFI 


Twenty trips have thus far been financed from this account in fiscal year 1960 
P which 1S were made by officer personnel in the Office of the Coordinator. The 
remaining two were made by officers of the Department not assigned to this 


office but traveling on its business. The trips were made to Hurope (France, 
Spain), the Near East (Turkey), the Far East (China, Korea, Japan, Houg Kong, 
Li Vietnam), and within the United States (west coast, Cape Canaveral, Fort 
Bragg, Omaha, Pittsburgh). The principal purposes of these trips were (1) 
to attend meetings with field personnel on military and economic programs, (2) 
t rientation of area and functional officers in the Office of the Coordinator, 
to familiarize mutual security prograin personnel with the new functions, 

programing procedures, and related matters of this office 

Four trips, now planned for the remainder of the fiscal vear, will be made 
to the Far East, the Near East, Africa, and Latin America The timing for 
weetings with field personnel and the specific countries to be visited have not yet 
been determined. 

It is clear from the foregoing that in no case were funds used nor will funds 
be used in such a manner as to thwart the intent of the Congress as expressed in 
section 50S of the Mutual Security Act of 1954, as amended. 


INCREASE FOR PUBLIC INFORMATION 


Mr. Passman. This increase of $21,570 to meet the need of oreater 
public knowledge and understanding of the mutual security program 
Is ea ‘spent in the United States ¢ 

Mr. Crockerr. Yes, sir. 

Mr. P assMAN. All spent in the United States? 


Mr. Crockerr. Yes, sir. 
Mr. Pauses What have you spent in pees years ped this item ? 
Mr, Crocxerr. Starting with fiseal year 1959, Mr. Chairman ? 


Mr. Passman. In fiseal year 1959 how much did you spend ? 
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Mr. Crockett. $227,360. 

Mr. PassmMan. hagks in fiscal year 1960? 

Mr. Crockerr. $228,665. ; 

Mr. PassMAN. a goes back to where there was to be a reduction, 
and it turns out again that you had an increase rather than a reduc- 
tion. Then, you aie ask for a big increase for fiscal year 1961, 
You ee ere see? 247, 

Mr. Crockerr. Yes, sir. 

Mr. P ASSMAN. You don’t think that the people have been sufli- 
ciently educated on mutual security, the program and its functions 
and its objectives 4 

Mr. Crocxerr. As Mr. Kretzmann pointed out, Mr. Chairman, 
much of this comes as a result of demands made upon us. 

Mr. Passman. Demands made by whom 4 

Mr. Crockxerr. By the American public. 


DEMANDS MADE FOR SPEAKERS 


Mr. PASSM Ln. W hat kind ot demands are they making upon the 
Department—for speakers / 

Mr. KrerzMann. Yes, sir. 

Mr. Passman. Do you have demands to send speakers out over the 
country ¢ 

Mr. KrerzMann. Yes, sir; that, and a great increase in requests for 
information by mail. 

Mr. Passman. If you get a request to send a speaker to Monroe, 
La.—and I had one of pone mutual security is icaa there, 
and he was a very fine man: but he did not speak very much, because 
I happen to be a former Rotarian and was invited to the meeting that 
day, and it turned out that we had a good meal—he would travel 
out of this particular appropriation ; ak lhe not? 

Mr. KrerzMann. That is right. 


SPEAKERS ONLY PRESENT FAVORABLE SIDE OF PROGRAM 


Mr. Passman. What if you would get a request from someone who 
wanted to have the opposite side presented? Would you also send a 
speaker or are you just representing one side of it out of this appro- 
priation 4 

Mr. Krerzmann. I do not know what you mean by opposite sides. 

Mr. Passman. You have pros and cons. 

If an organization says “We want more information on mutual 
security,” and you get a request to send a man down to New Orleans, | 
La., then you try tosend him ? 

Mr. KrerzmMann. That is right. 

Mr. Passman. What if they would ask you to send someone who | 
would discuss the other side of it, the disadvantages of mutual se | 
curity: would you try to arrange to send such a speaker ? 

Mr. Krerzmann. We provide facts, sir, on this program, on what 
we think it does. 

Mr. Passman. I did not say you did not. I think we all have 
learned there are three sides to this controversy, your side, my side, 
and the right side. But if you do have a group which wants a speaker 
to discuss the other side, would you send one in that case ? 
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Mr. Krerzmann. We do not send anybody to argue against it. 

Mr. Passman. This is entirely to argue for it / 

Mr. KrerzMann. No, sir; we send people to give the facts. 

Mr. Passman. Didn't you just say you did not send people to argue 
against it ? 

Mr. KrerzMann. That is right. 

Mr. Passman. The people you send out actually go for the purpose 
of selling mutual security ¢ 

Mr. Krerzaann. I did not say that. 

Mr. Passman. I am saying that. 

Mr. KrerzmMann. I know, but I disagree with you. We send people 
out to present the facts on why we think this is important. The peo- 
ple can draw their own cone ‘]usions when the man is pee speaking. 

Mr. Passman. But your speakers present only one side of it. You 
do not send a man out and pay expenses to discuss the unfavor: ~ le 
features of it, if there are any, in the program—you do not educate 
the publie on that phase of it / 

Mr. KrerzMann. We send people out to present the facts on it. If 
there is somebody who asks, “What about some of these charges,” 
we discuss them quite frankly. If they are true, we will say so, if 
they are not true, We W il] Say they are not true, 

Mr. Passman. Did you say a moment ago you did not send people 
out to discuss the opposite side of it ¢ 

Mr. Krerzmann. No. I think I said consistently that we send 
people out to present the facts on the mutual security prograin. 

Mr. Passaan. Iam going toask the question again. 

The people y you send out are sent out basic ally “ sell the American 
people on the advantages and the objectives of the mutual security 
program; is that correct ¢ 

Mr. KrerzMann. You can state it that way 1f you wish. 

Mr. Passman. And you would not send them out 

Mr. Krerzmann. It is a program which our Government has 

Mr. Passmwan. How about you stating what you do? 

Mr. KrerzmMann. It is a program which our Government has 
adopted as official policy. It is supported by both houses of the Con- 
gress. It is our job to carry it out and present it to the people in the 
light of what we think it does to further the foreign police \ objec tives 
of the United States. That is what we do. 

Mr. Passman. What kind of information do you impart, out of this 
large expenditure, to the people ? 

Mr. KrerzmMann. It is largely an attempt to describe the program, 
what it does in different countries, which varies a great deal, what ben- 
efits we think the United States derives from it from the point of view 
of overall world security and stability and then we answer the ques- 
tions, and I can tell you, sometimes these questions are pretty sharp. 

Mr. Passman. Do you know of any other agency that appears before 
the Congress for an appropriation that goes out and spends this much 
money trying to keep the people sold on the idea of the need of it? 

Mr. Krerzmann. It is really part of the foreign policy presentation. 

Mr. Passman. I understand that. 

Mr. Krerzmann. The State De ‘partment se nds 1,600 people out a 
year to talk about foreign policy because this is what the public wants 
to know. 
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Part of this program is people who are specifically interested in the 
mutual security program. We do the same for that part of our for- 
eign policy as we do for the other things. 

I have a whole list of the speakers who went out and where the y went 
and what it cost last year if the committee would like to see it. 

Mr. Passman. I know you are not going to admit, and I am not ex- 
pecting you to, that you are not going to send anybody out who has 
anything unf: avorable to s: Lv about this program. 

It is entirely to keep the American people convinced that the need 
is for maintaining this foreign aid program at a high level. 

It would take 3 years to consider this one appropriation if we were 
actually to go into it as we should. We just do not have time in 12 
months to pin down all these items. 


1960 PUBLIC INFORMATION REQUEST 


Here is what we asked last year: 

Are you requesting any funds for fiscal year 1960 for that program * 

Yes 

What is the amount’? 

One hundred and ninety-six thousand dollars 

Mr. CrocketTr. This compares to $202,900 for 1959, a reduction of approxi- 
mately $6,900. 


EXPLANATION OF EXPENDITURES IN EXCESS OF APPROPRIATION REQUESTS 


Now, what did you actually spend? You spent $227.360. That 
was in fiscal 1959. - For fiscal 1960, when you told us you an spend 
$196,000, a reduction, instead of spending $196, OOO, it is estimated you 
will spend $228,665. 

Will you ‘exph: uin Why there is such a discrepancy in those 2 years 
against what you said you would spend¢ = That information is on page - 
1581 of Jast year’s hearings. 

Mr. Crockerr. Certainly, Mr. Chairman. In making estimates, as 
you well know, various things come into being and various things can 
be wrong with your estimate without any ill will being intended. 
Some of the things that happened were emergencies that would come 
up that you would have to attend to and spend more money than you 
anticipated. 

Mr. Passman. Did an emergency come up with respect to selling 
the American people on the need for mutual sec urity ¢ Where could 
an emergency arise in that 4 

Mr. Crockerr. One thing that causes an increase immediately over 
1959 was the pay increase, for instance. You had to add the pay in- 
crease onto your cost for personnel. I am not sure the figures do have 

r do not have it, but this is the type of thing that comes into being, 
so you would get a difference in your total over what you antic ipated, 
if those figures— 

Mr. Passman. You are doing the explaining of this. Why don’t 
you tell us whether it does or not’ I cannot work both sides of the 
table. 
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Mr. Crockerr. I would have to check it, Mr. Chairman. 

Mr. Passman. I do not want to be discourteous. You are a fine 
witness, but you do not have sufficient information, in my opinion, 
for us to consider this request any further. 

Mr. Taser. Then why do it 4 


TOTAL AMOUNT EXPENDED FOR PUBLIC INFORMATION FROM INCEPTION 
OF PROGRAM 


There is one thing I would like to have produced when you have your 
next meeting, and that is I would like to know in one table, on one sheet 
of paper, how much money Was being spent to educate the American 
people on this program. 

Mr. Passman. By year, and from inception. 

Mr. Taner. By year, and from inception; and also how much money 
was spent in other agencies in the State Department, the USIA and 
the rest of these outfits promoting the same thing. 

I know all of those people are in this business. I think we ought to 
have the whole thing out in front of us where we can see it. 

Mr. Passman. That isa sound suggestion. 

(The information supplied may be found in the appendix at the 
end of the hearing. ) 

Mr. PassmMan. We may continue briefly. You will understand, gen 
tlemen, we are trying to be helpful to the American people, to put this 
thing in a true hight. 


COMMITTEE FOR INTERNATIONAL GROWTH 


Here is one of these meetings, and I think it has some fancy name 
“Committee for International Economic Growth.” 

[ received an invitation this morning, and the way the letter read, it 
called the entire thing off if I did not attend. Unfortunately, I am 
not going to be able to be there. This meeting has to do with selling 
foreign aid. I wonder if it is paid for out of that appropriation, or 
do vou know ¢ 

Mr. KrerzMann. It is not, sir; that isa private endeavor. 

Mr. Passman. That is the one thing you are sure of this morning. 
This ealls for 1,000 people to come there and listen to these 15 ambas 
sadors and the President discuss economic aid for South America. 

Mr. Krerzmann. This is a private organization of citizens who 
believe in this program and who are carrying on their own work to 
promote it. 

Mr. Passman. You are familiar with it, then ? 

Mr. KrerzMann. Yes,sir. 


AVERAGE ANNUAL SALARY FOR U.S. EMPLOYEES BY FUNCTION 
Mr. Passman. What is the average annual salary of the U.S. em- 


ployees of each of the functions under this item, Mr. Crockett ? 
Mr. Crocxerr. Under each—— 
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Mr. Passman. Of the functions, yes. Do you want to provide that 
information for the record, or do you have it ¢ 

Mr. Crocxetr. I do not have it, if I may provide 

(The information requested follows :) 
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NUMBER OF EMPLOYEES ENTITLED TO ALLOWANCES 


Mr. Passman. How many employees are entitled to the allowances! 

Mr. Crockerr. Oversea allowances ¢ 

Mr. Passman. Or any other; all allowances. We find in some of 
these programs they get more allowances in New York than they do 
in Paris, although the ‘y maybe live within 10 blocks of the UN build- 
ing. We may as well just find out whether any of these get an allow- 
ance if the y live in America. 

Mr. Crockxerr. Mr. Chairman, no one, to my knowledge, receives 
allowances in New York. 

Mr. Passman. Which of your employees are entitled to the hard- 
ship post ditterential ? 

Mr. Crocketr. We might as well get all of these at once. 

Mr. Passman. You do not have that, either ? 

Mr. Crocxerr. No, sir. 

Mr. Passman. You would not know what countries they are lo- 
cated in, if you do not have them. 

(The following information was furnished for the record :) 

In fiscal year 1960, 610 American employees are entitled to draw allowances 
for oversea service while 32 American employees are eligible for hardship 
differentials, among those engaged in mutual security programs administered 
directly by the Department of State. 
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INCREASE IN PROGRAM COORDINATION AND PRESENTATION 


The program coordination and presentation function seems to be 
crowing + er rapidly also. The expense for program coordination 
was $96,230—that is on page 1563 of the hearings for fiscal year 1955— 
and the estimate for fiscal year 1961 is $614,000. Would you discuss 
that for us? 

Mr. Crockxetr. Mr. Chairman, your figures are right. The cost of 
this has been going up. The number of people involved in this pro- 
gram has increased. 

Mr. PassMan. Since fiscal year 1958 the cost has increased from 
$96.230 to $614,000, estimated for fiscal year 1961 ? 

Mr. Crockerr. Again, I am not sure there is any comparability. 

Mr. Murpnuy. The figures I have here are fiscal year 1959, $506,905. 

Mr. Crockerr. That is what I have. 

Mr. Passman. You just said, if my figures were correct 

Mr. Crockerr. You hadn’t read 1958 at that time. 

Mr. PassMan. Let us go over to page 60 of the justifications and go 
right on back to page 1563. 

Mr. Crockerr. 1959, the amount was $506,905. 


INCREASE IN PERSON NEL 


Mr. PassMan. While we are looking up the figures for 1958, what 
has been the increase in personnel since 1958 ? 

Mr. Crocxerr. Mr. Chairman, in 1958 there were 35, in 1959 we 
added 13, which made 48, and we are planning on 48 for 1961. 


PREVIOUS AND PRESENT GRADES AND SALARIES OF PERSONNEL ASSIGNED 
TO OFFICE OF THE COORDINATOR FOR MUTUAL SECURITY 


Mr. Passman. What are the positions and grades of this function ? 

Mr. Crockerr. I have a list of those, Mr. Chairman. Would you 
like that table submitted for the record ? 

Mr. Passman. If there are not too many of them and they are in 
categories. What is the top category 

Mr. Crockxerr. They are by function, Mr. Chairman. Office of the 
Deputy Coordinator, we have one position, $19,011, one position, 
$17,514, one GS-9 at $6,302, one GS-7 at $5,886, and one FS-12, or 
GS-4, a new position, $4,326. 

Then in the Office of the Executive Assistant we have an FSR-2, 
$14,539, an FSR-6, $8,333. 

Mr. PassMan. Without objection, we shall insert the remainder 
of this information in the record. 

(The matter referred to follows :) 





S88 


evious and present grades and salaries of personnel assigned to Office of the 
Coordinator for Mutual Security 




















Previous Present 
Previous 
agency 
Grade Salary Grade Salary 
thee of the Deputy Coordinator 
Deputy Coordinator ICA FSO-1 $18,000 | FSO-1 $19, ( 
Assistant Deputy Coordinator Defens GS-16 14.206 | GS-18 17.5 
Personal assistant State GS-7 5, 335 | GS-9 6, 448 
Secretary io GS-5 $480 | GS 8 
Clerk-typist io FSS-11 1,659 | FSS-11 4 650 
i itive assistant 
Recceehlliga ambient io. FSR-2 14,539 | FSR-2 14 
Staff a Stant 10 FSR-6 8, 341 FSR-5 8, 34 
Secret Recru j GS-6 5. OF 
\ f upery r State (iS-4 $,32 (78-5 4 f 
M ger do Gs-1 2,690 GS-1 3,2 
I) Reer (7S-] » 
t Coordinator —Plannit Stat FSO-2 4, 20 FSO Li 
| r f} . ICA Gs 11,880 GS-1 19 
St FSO-2 15,184 FSO-2 15, 18 
C ICA GS-7 5.065 | GS Re 
s Gs 4 790 GSs-—t 4 
As t Coordinator— Programing i FSR-1 17,389 | FSR-1 17, 38 
SI} assistant—military io FSO-3 13,640 | FSO-2 14,2 
Speci is tant—econcemic io (}S-14 10, 2OO (S-1f 14.2 
Military program officer io FSO-5 9 OO] FSO-5 Qo 
Public Law 480 DLI ) rSO-3 2,334  FSO-3 2 
Secretary ICA GS-7 5. O65 GS-7 5 RN 
Do State (is-—5 $640 (}S-¢ 4 8 
Do 10 (j= 4 401 (yS—t 4 65 
Do Recruited FSS-13 3, 7 
Vacancy (secretary--GS-5 
resentations and report 
Special] assistant —presentations and reports ICA GS-15 13,370 | FSR-2 13, 874 
Presentations officer Stat FSO s, 41 FSO-5 I,K 
Reports editor do FSO-4 11,357 | FSO-3 11, 
Secretary io Gs-4 3,255 | GS-7 4, 992 
Do Recruited GS-5 4, 05 
Vacancy (secretary—GS-5 
Do- ; 
Regional office, Far East 
Regional coordinator ICA GS-14 FSR-3 13, 
Regional assistant stat FSO-3 FSO-3 12, 33 
Secretary 3 ICA | GS-6 GS-6 5, 408 
Regional office, Europe and Africa 
Regional coordinator State FSO-2 15. 621 GS-16 15, 62 
Regional assistant io z FSO-6 | 6, 390 FSO-5 | 9, & 
Secretary : to GS-5 | 4, 940 GS-6 5, 098 
Regional office, Near East and South Asia | 
Regional coordinator lo. FSO-2 15,184 | FSO-2 
Regional assistant io FSO-3 10,600 | FSO-3 
Secretarv. io GS-6 5, 240 GS-6 
Regional office, ARA | 
Regional coordinator lo FSO-3 13, 000 FSO-3 13, OO 
Regional assistant i0 FSS-5 10,320 | FSS-4 11, 357 
Secretary Recruited GS-6 | 5, 242 
egional office 
Regional coordinator ICA GS-15 12,420 | GS-15 | 13, 978 
Vacancy (regional assistant —GS-14 
Secretary State GS-5 4,940; GS-6 | Mt 
NOTE The changes in grade and salary do not necessarily reflect increased effected on transfer into this 
office, but rather are the result of the normal application of promotion policies of the Department, the For 


eign Service, and statutory pay increases. Some of these transfers took place more than 4 years ago aD 
salaries in the predecessor agency column were those received at that time Addition uly, in 4 instances 
increases include a differential payable to incumbents 6f dual positions (Foreign Service and general sched 
ule fied i compensated at a level higher than that called for by the appropriate Foreign Servic 
clas cation of the incumbents. 





Mr. Passman. Were the individuals working for the U.S. Govern 
ment prior to their present position—the ones you have here, the 
{s—and from where did you recruit them 4 

Mr. Crockxerr. Mr. Chairman, many of these are Foreign Service 
officers who are filling these positions and were transferred from 
abroad. 
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Mr. Passman. Could you inform us at this time as to the salaries 
they were receiving with the other Department, prior to coming into 
this function ? 

Mr. Crockett. Yes, sir. 


DEPUTY COORDINATION 


Mr. Passman. Let us go right up to the top, the first one. 

Mr. Crocxerr. You would like to have the Department or Service 
where they were before and the salary received / 

Mr. Passman. Yes, what his grade was and what he was receiving. 

Let's take the top position. What was he getting before he came 
over ¢ 

Mr. Crockxerr. I think that Mr. Bell was a country director of ICA 

Mr. Murrpny. No, his immediate preceding position was regional] di- 
rector of the ICA for Near East and South Asia. 

Mr. PassmMan. What was his salary ¢ 

Mr. Mureny. At that time his salary was approximately $18,000. 

Mr. Passman. What is he getting now 4 

Mr. Mureny. He isa Foreign Service officer, class I. 

Mr. Crockerr. $19,000, 

Mr. Passman. You brought him over at an increase in salary. 

Mr. Mureuy. Yes. 

Mr. Passman. Was that an inducement? You changed his title 
and raised his salary $1,500. 

Mr. Murpuy. He moved over into the State Department as Deputy 
Coordinator. 

Mr. Passman. How far did he have to move / 

Mr. Mureny. In point of physical location his office was in the 
Maiatico Building, at Connecticut and H Street and his office is now 
in an extension of the new State Department Building, 21st and Vir- 
ginia Avenue NW. 

Mr. Passman. You raised his salary ? 

Mr. Mureny. And changed his responsibility. 

Mr. Passman. Did he get less responsibility / 

Mr. Murpuy. No, sir, more responsibility. 

Mr. Passman. He came from overseas / 

Mr. Mureny. No; from the Washington office of the ICA where he 
was regional director, Near East and south Asian affairs. 

Mr. Passman. Do all of these people assume more responsibility, 
moving from one branch of IC_A to another / 

Mr. Murreny. I don’t know. I happened to know Mr. Bell and 
what his previous employment was. 

Mr. Passman. Let us get into the next category. 


ASSISTANT DEPUTY COORDINATOR 


Mr. Crockerr. The Assistant Deputy Coordinator 

Mr. 5 ASSMAN. What is his salary / 

Mr. Crockerr. $17,514. 

Mr. P ASSMAN. From where did you get him / 

Mr. Murpry. Here again, he came from the Department of Defense, 
Mr. Chairman. 
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Mr. Passman. What was his salary before he came over / 

Mr. Murrnuy. That I do not know, nor do I know what position he 
held inthe Department of Defense. 

Mr. Passman. We should not do any guessing, but if vou had to 
guess, vou would guess he got a little salary increase, too 

Mr. Murrny. L would not want to guess. 

Mr. Passman. Let us find some more with which maybe Mr. 
Crockett is familiar. 

GREEN SHEETS 


Mr. Mi RPHY. While Mr. ¢ ‘roe ket is look he th; il up, | had delivered 
to me one copy of the green sheets whic ; are in the printer being 
printed. I would be happy to make them available at this point. 

Mr. Passman. They are at the printer's be} ‘ing printed / 

Mr. Murpny. This is a carbon. The original is at the printer’s be- 
ing duplicated and will be available, I understand, in quantity. 

Mir. Passman. Why did you wait so late in the year to have those 
printed ? 

Mr. Mureny. Mr. Chairman, in previous | vears these items we are 
discussing today always came at the end of the mutual sec urity hear- 
ings after we had ae «lof all the program items. 

Mr. Passman. I see 

Mr. Murpuy. ue schedule this vear contempl: ited that that same 
arrangement would take place. We encountered a Surprise. 

Taking the items in this order instead of the normal order has 
caught us 

Mr. Passman. What do you mean? What is abnormal about the 
way we are doing this? 

Mr. Murpny. I say the normal order, the one we have followed 
for many years. These administrative expense items have always 
been the last items taken up by the committee. 

We expected that would be the same this vear. Because of that, 
the schedule for the printing of these things was made up expecting 
that they would be available in time for the hearmg. When the 
order of the hearing was adjusted and we took these items up before 
the major substantive items, we were caught off base, that is all. 

Mr. Pass AN. You do not have To present that information before 
the other committees of the Congress ? 

Mr. Mureuy. No, sir. 

Mr. Passman. It is just a question of waiting late in the vear to 
do it? 

Mr. Mvurpriy. It is a question of fitting the workload, Mr. Chair- 
man, into the schedule that we have laid out. In this case we mis- 
calculated the schedule. 

Mr. Taper. You do not seem to appreciate at all the fact that these 
hearings take just three times as long as they ought to just because 
of the way you do things, the fact that your justification comes up 
here in such shape that it does not jibe. You could cut down on your 
staff in the group that have to come up here 50 percent if you would 
get your stuff in some kind of decent shape. 
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DISCREPANCY IN STAFF FIGURES IN JUSTIFICATIONS 


Mr. Passman. Last year, at page 1582 of the hearings, on June 2 
Mr. Smith indicated he had a staff of 18. However, page 64 of the 
justifications indicates that you had 22 positions in fiscal years 195! 
and 1960. Would you comment on this i odanaee! 

Mr. Crocxerr. Yes, sir. I think there was anerror. He overlooked 
the staff in one office. 

Mr. Krerzmann. The staff of 18 is the staff Mr. Smith has had 
right along. 

Mr. Crocxetrr. That is what I said. He omitted an office which 
was not under his direction. 

Mr. Krerzmann. They had been working with the State Depart- 
ment before on this whole program. He was not familiar with that. 

Mr. Passman. You did testify that there would be a staff of 18. It 
turned to be 22. 

Mr. Crocxerr. No, sir. Mr. Smith testified that there were 18 un- 
der Ni immediate office. but there were 4 in addition 

Mr. Passman. That he did not know anything about ? 

Mr. Crockett. That he was not familiar with, certainly. But they 
are from this appropriation. They were at that time and they are 
still. 

Mr. Passman. I quote: 

In addition we handle the public information job for the Development Loan 
Fund. Wehavea staff of 10 information specialists and S secretarial and clerical. 
This is a staff that has been progressively reduced from 88 people 6 years ago 
to 18 people today, and I believe even the request for funds is reduced $6,900 this 
year from what it was last year. 

Again, gentlemen, all we can do is go by what you tell us. There 
are discrepancies all the way along. We find that in almost eve ry 
department: if vou make si vour mind to spend more than you indi- 
cate, you just spend it. 

Mr. Crocxerr. Mr. Chairman, I think later in the record Mr. Smith 
did reeall the four and ealled them to your attention, if I recall 
correctly. F 

Mr. Passaan. Will you please indicate the page number? 

Mr. Crockrerr. What page number are vou on now 4 

Mr. Merritt. 1588. 

ae Crockerr. At the top of page 1589, Mr. Chairman. It was in- 
dicated there that there were four additional at that time. You 
ae that last year. 

Mr. Passman. I quote 





Mr. Crockett. * * * The 18 that Mr. Smith was talking about fall within 
the $196,000, and there are four additional positions that were previously in 
the Department of State before Public Information was transferred from ICA 
to the Department of State. They were in MSA backstopping positions in the 
Public Affairs Office of the Department. 

Mr. PASSMAN. What do they do? 

Mr. Crockett. I can give you a breakdown. Perhaps Mr. Smith knows what 
the additional four people do. 

Mr. Smirn. No; I can tell you what my 18 people do, but I do not know 
What those four do. 


Have you found out yet what they do? You did not know then. 
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PUBLIC STUDIES 


Mr. KrerzMann. Yes, sir. One of these is in the section known 
as public studies, where we make an analysis of the daily news stories 
and editorials. He was specifically charged with following public 
opinion and congressional opinion on the mutual security program, 

Mr. Passman. Public opinion and congressional opinion. He never 
did get my opinion. 

Mr. KrerzMann. Every time you made a speech, sir, it was re- 
corded. 

OFFICE OF PUBLIC SERVICES 


The other people are in what we call now the Office of Public Serv- 
ices. That is making speaking arrangements, answering letters, pre- 
paring pamphlets. They were bac kstop ping the mutual security pro- 
gram in that respect. 


REPRESENTATION ALLOWANCE 


Mr. Passman. How much money are you requesting for representa- 
tion allowance in this budget for fiscal year 1961 ¢ 

Mr. Crockerr. For representation overseas, Mr. Chairman 

Mr. Passman. Let us get the total first, please, sit 

Mr. Crocker. $73,500. 

Mr. Passman. Are you sure it 1s $73,500 ¢ 

Mr. Crockerr. Yes, sir, $72,500 is representation, and $1,000 is 
entertainment. 

Mr. Passman. Where do we find that in the justifications on 
page 65 / 

Mr. Murreny. Under object class O7, Mr. Chairman, there is a 
subhead which says “representation.” 

Mr. Crockxerr. We have footnoted this, sir, to make it stand out 
this year so you could find it. 

Mr. Passman. What is the total requested for 1961 7 

Mr. Crockett. $72,500, Mr. Chairman, in all programs. 

Mr. Passman. You said $73,500 a minute ago. 


ENTERTAINMENT IN THE UNITED STATES 


Mr. Crocketrr. You asked for the total, so I included the $1,000 in 
entertainment, which isa domestic item. 

Mr. Passman. How in the world would we know that was enter- 
tainment’ Where do you find that? We see your item of $72,500, 
but we do not find the $1,000 set apart. I do not see any $1,000 
in this justification sheet for entertainment. : 

Mr. Crocxerr. It is under entertainment in the United States, 
Mr. Chairman, under section 

Mr. Passman. I am looking at departmental, overseas, page 65. 

Mr. Crockerr. That is overseas. 

Mr. Passman. Departmental and overseas. Where do we find 
the $1,000? We are looking at your justification sheet. 

Mr. Mcrruy. On page 66, Mr. Chairman, if you will look at the 
line labeled “Other contractual services, object class 07,” you will 
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see a footnote “a” in all three columns which says below it, “In- 
cludes $1,000 for entertainment in the United States.” 

Mr. PassmMan. Why should it not go over here, and be where it 
belongs, so we would know what that is / 

Mr. Murpny. If we were trying to conceal it, Mr. Chairman, be- 
lieve me, that footnote and all that marking on page 66 would not 
be there. 

Mr. PassMan. On page 65 where you have your summary and your 
totals, you have “Comparative summary of obligations by object 
class, departmental and overseas,” and you open it up and close it 
onthe same page, page 65, and you show $72,500. The gentleman gave 
me an answer of $73,500. That prompted the further questioning. 
Isit in representations / 

Mr. Murpny. No; it is not. Your question was, how much was 
representation’ ‘The answer is $72,500, which is the amount which 
shows on page 65. 

Mr. Passman. Allright. What kind of entertainment / 

Mr. Mureny. The $1,000 is called entertainment. It is not rep- 
resentation. It is not spent under the Foreign Service Act of 1946, 
as amended, It is not spent overseas, Mr. Chairman. It is different. 
This is a case Where we thought we were trying to improve the — 
entation. Last year there was some unhappiness because representa 

tion did not show as a special item in the schedule. 

Mr. Passman. Do we look contented this year ¢ 

Mr. Murpny. This year I sent out mstructions to all the agencies 
to be sure to put a special line item on every submission to show 
representation so it would not in any way have to be looked for but 
would be shown. That is why this item is shown on page 66. 


ENTERTAINMENT ALLOWANCE 


Mr. Passman. Now let us get into the entertainment. What kind 
of entertainment will you get for the $1,000 / 

Mr. Crocxerr. This is for our U.S. representative to the North 
Atlantic Treaty Organization at Norfolk. 

Mr. Passman. Is that a 1-day stand ¢ 

Mr. Crockxrerr. No,sir. He isan officer assigned there. 

Mr. Passman. What kind of officer ¢ 

Mr. Crockerr. A regular Foreign Service officer. 

Mr. Murpny. He is a naval officer. 

Mr. Passman. What is his rank ? 

Mr. Crocxerr. He is not a naval officer. He is a Foreign Serv 
oflicer. He is a political officer acting in a liaison capacity with the 
Navy. 

Mr. Murrny. He isin the naval office, a part of SACLANT. 

Mr. PassMan. Does he get any of the $72,500 ? 

Mr. Crockerr. No, sir. 

Mr. Passman. Other contractual services ? 

Mr. Mureuy. This, Mr. Chairman, is included under object class 
07 and is in accordance with Budget Circular A—11 which directs the 
agencies how to—— 

Mr. PassmMan. Section 409(2) refers to 189. I am familiar with 
that one. 
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Mr. Murruy. We discussed it last year, if you recall. This year 
we tried to improve it by setting it out and separately labeling it. | 
guess we just did not go fare ough. 

Mr. Passman. On the $72,500, why should that not have been foot- 
noted, also ? 

Mr. Crocketr. Because it is stated specifically what it is, 
“representation.” 

Mr. Passman. It says, “Other contractual services, representation, 
services performed by other agencies.” If you go over here you have, 
“Other contractual services.” I just wonder why it should not be 
in the same item. 

Mr. Murpuy. It is under object class 07, Mr. Chairman. There 
are several subobjects to that, one of which is representation. The 
other is services performed by other agencies. The sum of those 
two items will add to the gr: ad total for object class 07. 


PERSONAL SERVICES CONTRACTS 


Mr. Passman. Are you making any contracts for personal services! 

Mr. Crocxetr. No, sir: not as such. 

Mr. Passman. Consultants, and so on? 

Mr. Crockett. Consultants would not be under 07, Mr. Chairman, 

Mr. Passman. Anywhere in this particular item, in this admin- 
istrative setup ? 

Mr. Crockerr. Not to my knowledge, Mr. Chairman. I am not 
aware of any. 

TRAVEL INCREASE 


Mr. Passman. We were discussing earlier a $19,000 increase in 
travel. In reality, it is about $20,500; is it not ? 

Mr. Murrny. This is another item. The $19,000 you were dis- 
cussing, Mr. Chairman, had to do with just the program coordination 
and presentation item. The item that appears on page 65 is the orand 
total fo 4 all of section ate ) functions. In other words, the previous 
item is the item which shows on page 68, Mr. Chairman, as object class 
02, which went from $41,000 to $60,000. 


OTHER REPRESENTATION AND ENTERTAINMENT ALLOWANCES 


Mr. Passman. The representation allowance in this one item, State 
Department, is $72,500. What do you have in the other administrative 
expenses for representation allowance ? 

Mr. Mureny. There are some in the ICA administrative expenses, 
Mr. Chairman. 

Mr. Passman. Let us take the request for $40 million. This thing 
is going up so fast every year, I cannot keep up with it; $40 million 
in the administrative expense. How much do you have in that for 
representation ? 

Mr. Mureny. The figure there for ICA, Mr. Chairman, is $198,000. 

Mr. Passman. Do you have any entertainment in addition to that! 

Mr. Murpuy. Yes, I believe there is, Mr. Chairman. I think it runs 
about $4,000 or $5,000 a year of entertainment in the United States. 
You are familiar, I am sure, with the fact that there is a provision in 
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the Mutual Security Act, the authorization act, not to exceed $15,000 
in any 1 year may be used for entertainment in the United States. 

That gets divided up among ICA, the Development Loan Fund, 
and the State Department. 


USE OF REPRESENTATION ALLOWANCE 


Mr. Passman. As we have now separated representation and enter- 
tainment, for what is the $72,500 representation allowance spent? 

Mr. Crockerr. That is for State Department officers who are work- 
ing on mutual security programs abroad, Mr. Chairman. Officers who 
are paid out of this appropriation receive some representation from 
this appropriation to carry out their Mutual Security Program policy 
work abroad. 

Mr. PassMan. Yes, but what do they do with it? Specifically, what 
is the representation allowance? We know it is spent in the Mutual 
Security Program, but how is it spent? For what is it spent? Is 
there any travel in it ? 

Mr. Crocxerr. No, sir; no travel in the representation allowance. 

Mr. PassmMan. What is it? We would like the record to show just 
what the representation allowance covers. 

Mr. Crockett. Specifically, it covers various kinds of entertainment 
to their opposite numbers, to officials of foreign countries, to further 
the objective of this program, to further the objectives of the United 
States in carrying out this program. 

Mr. PassMan. It isa form of entertainment. 

Mr. Crockett. Yes, sir. 

Mr. Passman. Why would you want to break it into two parts and 
put entertainment over in another section ? 

Mr. Crocxetrr. Mr. Chairman, “representation” is always used in 
the connotation of entertainment overseas, while “entertainment” is 
used in the connotation of domestic entertainment. We do not use 
“representation” domestically. 

Mr. Passman. You have about the same amount of fun out of 
each appropriation. 

Mr. Murrny. There are two separate basic authorities for it, Mr. 
Chairman, one being the Foreign Service Act for representation and 
the other being the Mutual Security Act for the entertainment. The 
representation item abroad may also include tokens of one kind or 
another that are considered appropriate in the case of, for example, 
the death of a foreign official who may be working closely with the 
Embassy or the personnel involved here. If a funeral wreath were in 
order, that would be an appropriate charge to the representation 
allowance. Likewise, a small wedding gift I imagine would be appro- 
priate. It covers a whole host of things. 

Mr. Passman. A little bourbon and Scotch along the way ? 

Mr. Crocxerr. The bulk of it, Mr. Chairman, is for entertainment- 
type items. 

Mr. Passman. I did not intend to inject this into the record, but 
ws you are going to lay stress on funerals, a good part of it goes for 
entertainment, such as bourbon and Scotch whisky, an evening’s enter- 
tainment of foreign nationals. 

Mr. Crocxrrr. Food, also, Mr. Chairman; caterers. 

53909—60-——_57 
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EXPENDITURES FOR FUNERAL AND MEMORIAL WREATHS 


Mr. Passman. Could you tell us how much has been paid for fu- 
nerals, inasmuch as you brought it up? 

Mr. Murrny. I simply said this was one of the type items covered 
by the subject of representation. 

Mr. Passman. We should like to know, as you brought it up, how 
much of the representation allowance has been spent on funerals since 
we have had this program, out of the total. You separate the fu- 
nerals, if you will, from the bourbon and Scotch. 

(The information requested follows :) 


Estimated expenditures for funeral and memorial wreaths under the 411(c) 
appropriation—representation 
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REPRESENTATION AND ENTERTAINMENT EXPENSES IN MUTUAL SECURITY 
PROGRAM 


Mr. Passman. Could you give us the table on representation and 
entertainment in all appropriations under the mutual security 
program ¢ 

Mr. Murreny. I would be happy to, Mr. Chairman. We have cov- 
ered two of them here, State and ICA. We mentioned 

(The following tabulation was furnished for the record :) 


Murua Security 


Fiscal year 1961 estimated representation expenses and entertainment expenses 


Fiscal year 1961 
Estimated Estimated 
representa- entertain- 
tion expense ment 

expenses 
a les tiled ‘ eee eee $163, 800 | occciesccdiaen 
Development Le yan Fi a : : 1, 000 $5, 000 
Administrative expenses, ie A (sec. 411(b aa 198, 000 6, 000 
Administrative expenses, Department of State (sec. 411 (¢ : o 72, 500 1, 000 
Expenses, Inspector General and Comptroller y sa = 2, 000 600 
Total eee ee eS eae aoe a aa 437, 300 12, 600 





Mr. Passman. Give the amount as we go along. State is how 
much ¢ 

Mr. Mureny. $72,500. 

Mr. Passman. Plus $1,000. 

Mr. Murrnuy. Plus $1,000 entertainment. 

Mr. Passman. $73,500. 

Mr. Murreny. The ICA fiscal year 1961 figure for representation 
is $198,000. There I believe I have to approximate on the entertain- 
ment. I think it runs in the neighborhood of $6,000. The Defense 
Department representation is $163,800; there are no entertainment 
ma nses. The Development Loan Fund has entertainment expenses 
of $5,000. DLF’s representation expenses for fiscal year 1961 are 
est imate d to be $1.000. 
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WIDESPREAD VARIANCE BETWEEN STATE AND ICA ALLOWANCES 


Mr. Passman. But the total amount for administrative expenses is 
State. They have a lot more than the ICA. 

Mr. Mureuy. In terms of percentage, yes, sir. 

Mr. Passman. Why is that necessary, Mr. Crockett? You are ask- 
ing for $40 million for the ICA administrative expenses. You have 
$198,000 representation allowance, $6,000 entertainment allowance. 
Then we go over to the State Department where you are asking for 
only $8,300,000, and you are asking for $72,500. 

Representation, with $1,000 for entertainment. Do they have to do 
a little bit more entertaining than the other ICA officials who go 
abroad ¢ 

Mr. Crocxerr. The entertainment is not used abroad, Mr. Chair- 
man. The entertainment figure is used domestically. I donot know 
what the $6,000 is used for. 

Mr. Passman. Let us forget about the $6,000. Let us get strictly 
into the representation allowance. In the State Department you are 
requesting $8,300,000 for administrative expenses. Of that, $72,500 
is for representation allowance. Then if we go over in ICA’s request 
of $40 million, they are asking for $198,000 in representation allow- 
ance. Why is there such a wide spread, percentagewise, between the 
two items ¢ 

Mr. Crocxerr. I cannot speak to the $198,000, Mr. Chairman. I 
will let Mr. Murphy speak to that. 


STATE DEPARTMENT REQUIREMENTS 


Mr. Passman. Mr. Murphy, would you try to give us some reason 
why State would need so much more ? 

Mr. Crockett. I can talk to the $72,000. 

Mr. Passman. All right. 

Mr. Crockett. Certainly the $72,000, Mr. Chairman 

Mr. Passman. $72,500. 

Mr. Crocxert. Is representation used by senior officers of our em- 
bassies—ambassadors, deputy chiefs of missions, political counselors— 
to entertain all types of top-level officials of foreign countries, mili- 
tary olficials, civilians, governmental officials, in furtherance of this 
program. Most of the appropriation that we have for 411(c) so far 
as mutual security is concerned is for top-ranking people in the policy 
field. 

Mr. Passman. Do they also draw money out of the State Depart- 
ment’s regular appropriation ? 

Mr. Crocxrerr. Not for this purpose. 

Mr. Passman. I mean the same individuals at some other time may 
draw money. Is that correct ? 

Mr.Crocxerr. Yes, sir. 





ICA REPRESENTATION ALLOWANCE 


Mr. Passman. Now, Mr. Murphy, will you explain the ICA repre- 
sentation allowance ? 

Mr. Murreny. Mr. Chairman, I would prefer that you let Mr. 
Grady, who will be with you to justify the ICA. 
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Mr. Passman. You have explained it in the past. We need t 
find out at this time, for the record, why the State Department mug 
have so much more money, percentagewise, than the ICA. 

Mr. Murpuy. I think the answer to a question, Mr. Chairman, 
is perhaps a little elaboration on Mr. Crockett’s answer. The ICA 
is a big organization, of course. It has nt a like 6,000 Ameri. 
can employe ees in it. 

Mr. Passman. They are not all doing entertaining; are they? 

Mr. Moreny. That is just the point, Mr. Chairman. They an 
all getting paid. They all haveexpenses. But they are not all called 
upon to entertain, because they are not all senior people engaged ir 
contact with senior officials in the other governments. W hereas it 
the State Department you have just the opposite. You have a very 
small number of people, relatively, all of whom are in senior position: 
on the Ambassador’s staff and all of whom, by the nature of their 
functions and responsibilities, do come into frequent and_ perhaps 
daily contact with their opposite numbers in the other government 
Their representation responsibility is therefore much greater thar 
it would be for the ICA technicians. 


AVAILABILITY OF TWO REPRESENTATION ALLOWANCE ACCOUNTS 
TO STATE DEPARTMENT OFFICERS 


Mr. Passman. Mr. Murphy, you heard Mr. Crockett say, though, 
that these same persons on different occasions do draw money ott 
of the State Department’s representation allowance. 

Mr. Murpny. For different purposes. 

Mr. Passman. We call a practice such as that double-dipping dow 
in Louisiana. You are just getting it out of two different accounts. 
That is a matter of record. Can the ICA people dip out of any other 
appropriation ? 

Mr. Murruy. No, sir. 

Mr. Passman. That makes it even more one-sided ; does it not? 

Mr. Murpny. I think Mr. Crockett explained, Mr. Chairman, that 
while it may be possible that the same officer overseas might get some 
representation allowance from two different accounts, the purposes 
for which he gets it are entirely different. Insofar as they are as 
sociated with the Mutual Security Program, they are covered in this 
section 411(¢c) appropriation request. 

Mr. Passman. I am sure it is all covered under some type of au 
thority, but that is not the idea. We are trying to find out if they 

can get representation allowance money out of two accounts. Al 
official may go to one type of party on Wednesday, but the same 


official may go out to another type of party on Thursday. They are 
drawing it out of two accounts. Yet they are asking on a per capita 
basis for much more than the ICA. Of course, ICA officials do some 


entertaining ; do they not ? 

Mr. Murruy. Yes, sir. That is what the $198,000 is for, Mr. Chair 
man, for representation of ICA officials, and any incidental require 
ment that might fall upon them for the Development Loan Fund. 
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REQUEST IS ONLY FOR PORTION OF TOTAL REPRESENTATION ALLOWANCE 


Mr. Passman. We want the record to show that the State Depart- 
ment is requesting $72,500 for “Representation” in an appropriation 
of $8,300,000, and this is only part of what they will spend. They dip 
also into the State Department’s regular appropriation for other oc- 
casions that may arise. In the ICA you are asking for $198,000 total 
representation allowance against an appropriation request of $40 
million. 

Do you know the amount of the representation allowance in the 
regular State Department money request 

Mr. Crockerr. Yes, sir; $835,000 is our allowance from the House 
for fiscal year 1961. 


EXTENT TO WHICH PERSONAL SERVICES FINANCED BY CONTRACT 


Mr. Passman. Mr. Murphy, in the entire MSA program, to what 
extent are personal services financed by contract ? 

Mr. Murrpnuy. I would not be able to give you a dollar figure on 
that at the moment, Mr. Chairman. It is my impression that it is 
limited pretty much to the ICA, which contrac ts with universities and 
organizations like that to send people overseas to work in universities 
inother countries, and so forth. They also have some engineering sery- 
ies Which they procure by contract. 

Mr. Passman. Consultants, short-term ? 

Mr. Murpiry. Not by contract so much, Mr. Chairman. A short- 
term consultant normally would be hired on the payroll rather than 
asacontract item. If the ICA is doing business with an organization, 
such as a university, it then would enter into a contract, ‘and under 
that contract there might be some short-term consultants. 

Mr. Passman. Gentlemen, we certainly hope you understand that 
the ae is not trying to embarrass you. There are all indica- 
tions that the American pub lic will continue, at closer intervals, re- 

ninding members of this committee that it is their money we are 
eats In all probability we shall have to have you ‘back for 
inother day on this item. 

Mr. Rhodes? 

Mr. Ruopes. Mr. Chairman, I do not have any questions right now. 
Ido hope that we will have this particular function back later. 

Mr. Taser. I have been figuring that I should be against their 
having any money for administrative expenses unless they come in 
with an intelligent statement. We have not had that this morning. 

Mr. Passman. We have done the best we could to get information. 
It is true that the witnesses did not have adequate information. A 
lot of questions have been asked. They say they will get the in- 
formation and submit it to the committee. So the other members may 
have an opportunity to inquire concerning the green sheets and mi aybe 
some of the several pages of items that come under individual items 
and by classes. I think that after we adjourn today we should re- 
sume hearings Wednesday, April 20, probably at 10 a.m, 








900 


Wepnespay, APRIL 20, 1960. 


Mr. Passman, The committee will come to order. 

When we recessed last week we were considering the administrative 
expense for the State Department, representing a request in the 
amount of $8,300,000. 


DETAIL OF PERSONAL SERVICES 


Our distinguished former chairman and ranking minority member, 
Mr. Taber, asked for the green sheets covering the entire program, 
He wanted particularly to examine on the administrative expenses for 
the Department of State with relation to the mutual security program, 

I have had an opportunity to run through the data dealing with 
personnel, so I can readily understand why Mr. Taber desired to 
study these green sheets. Even though this is my sixth year as chair 
man of the subcommittee handling this bill I am amazed that this 
program has grown to such a point as it has, with so many high priced 
personnel embedded all the way through it. 


TOTAL EMPLOYMENT MUTUAL SECURITY PROGRAM 


The record should perhaps indicate in detailed form the total num- | 


ber of personnel connected with the mutual security program, before 
we start back on the Department of State’s administrative expenses. 

Could you provide that information, Mr. Inspector General? 

Mr. Murpuy. I do not have the table with me that I have had on 
other occasions. I can cite from memory, however, the total the table 
shows for fiscal years 1960 and 1961. You will recall this table was 
prepared at your direction 2 vears ago, and we have prepared it each 
year since and it includes quite a large number of people that are not 
employed directly in the mutual security program, but are directly or 
indirectly associated with the mutual security program. It shows at 
the end of this fiscal year the total employment would just exceed 
41,000. 

Mr. PassMan. In addition to that, you have approximately 10,000 
trainees? 

Mr. Murpuy. The participants, yes, who are being trained under 
the program would be in addition to that. They are not included in 
the table. 


INDIRECT EMPLOYEES 


Mr. PassMAN. What do you mean by an “indirect’’ employee. 

Mr. Murpnry. For example, there are a large number of uniformed 
personnel of the Department of Defense, Mr. Chairman, who work 
part time and some full time on the Mutual Security Program—amore 
specifically the Military Assistance Program. These number some- 
what in excess of 9,000 personnel and these are not charged to the 
mutual security funds because their pay and allowances are paid from 
the service department appropriations made for that purpose. ; 
» Mr. Passman. They are still working for the Mutual Security 
Program? 

Mr. Murpuy. Yes, they are. 

In addition there are several thousand local personnel overseas 
who are not paid with U.S. Government funds but are paid with funds 
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from the receiving countries; from trust funds that are made available 
as a matter of administrative convenience to the State Department 
disbursing officers in the various countries, and who are working on 
yarious aspects of the mutual security program in their country. 

Mr. Passman. I shall quote from page 1233 of last year’s hearings. 


CONTRACT EMPLOYEES 


Mr. PassMAN. Of the 41,600 employees in the mutual security program, did you 
include these contract employees with the universities in that total? 

Mr. Murpny. No, sir; the 2,000 contract was in addition. 

Mr. PassMAN. That would be in addition to the 41,600? 

Mr. Mureuy. That is correct. 

Mr. PassMaNn. That would really move the figures to 43,600. Is that a 
correct statement? 

Mr. Murpnuy. Yes. 

Now, is that situation also true this year? 

Mr. Murpuy. Yes, it is. It is the same basic table. 

Mr. PassmMan. What would the total figure be this year if you 
include the contract personnel? 

Mr. Murpuy. Approximately the same; slightly less, Mr. Chair- 
man. I do not have the precise figure this morning, but my recollec- 
tion is, it would be just under the 43,600 that we referred to last year. 

Mr. PassmMan. Still quoting from that same page: 

Mr. ANDREWs. You would have 10,000 more people on the payroll in a sense 
at $5,000 a year? 

Mr. PassMANn. I could use the figure of 43,600 employees in the mutual security 
program, including the salaries of those who are under contract from the 
universities. 

Mr. Murpuy. Yes. 


TABLE OF TOTAL PERSONNEL FROM PROGRAM INCEPTION 


Could we get a table showing the total number of personnel in the 
mutual security program, nationals as well as the U.S. personnel, by 
years, from the inception of the program? 

Mr. Murpny. A table like that would take an awful long time to 
prepare. We have it for recent years as the committee has indicated 
an interest in this. We have tried to prepare it for each year. We 
have prepared it for this year though unfortunately I do not have it 
with me this morning. To go back to 1948 and attempt to reconstruct 
the records as of those dates would be a tremendous job. 

Mr. PassMANn. Do you not keep annual records of personnel? 

Mr. Murpuy. A lot of records are retired to the Archives. After 
a period of 5 years they push them to the Archives. They go to St. 
Louis, or other places for storage and to resurrect those records and 
attempt to start back at 1948 would be a tremendous job. It would 
take an awful long period of time. 

Mr. Passman. I recall that in prior years we discussed a number 
of 478 employees with the original program. There has been con- 
siderable growth in personnel, from 478 originally to 43,600 at this 
time, including the trainees. 


PERCENTAGE OF APPROPRIATIONS USED FOR ADMINISTRATION 


Could you tell us what percentage of the total appropriation of the 
Mutual Security Program goes for personnel? 








902 


Mr. Murpuy. I could attempt, as I did last year, to prepare a table 
for you which would add these things up. If you : will recall last year 
you requested me to do that and I did it. I can make a similar table 
this year for vou if vou would like to have me do that. 

Mr. Passman. We would like to have the total number of personnel, 
the travel, the cost of packing and shipping, and all other incidental 
expenses to the program, so we can figure what percentage of the 
appropriation actually goes to the program for which it is appropriated. 
It looks to me like it is getting very heavy on the side of personnel 
and other related expenses. Would you try to get us a chart on that? 

Mr. Murpuy. Yes. When you get into items like packing and 
crating that would require estimating on our part because our accounts 
for packing, crating, and handling of household goods are kept on the 
object class level, transportation of things, and in that object. class 
would be transportation of program property as well as personal prop- 
erty, and we would have to do some estimating. We could use a factor 
and try to estimate what the total is. 

Mr. PassmMan. Get us as valid an estimate as vou can. 

(The table supplied may be found in the appendix at the end of 
the hearing.) 


INVESTMENT OF DOLLARS IN AMERICAN SECURITIES BY RECIPIENT 
NATIONS 


Mir. Passman. I notice in the press a list of many recipient nations 
of the program that are taking American dollars and buying American 
securities, especially those securities that pay a high rate of interest. 
| noticed Argentina as one. Thailand has included a ver 7 substantial 
amount. 

Has the Department had an opportunity to check into a situation 
such as that, where nations out in the Far East, for example, have so 
many dollars in excess of their needs and buy American securities 80 
as to receive interest, too, from the United States? 

Mr. Murpny. | do not believe so, Mr. Chairman. I would wonder 
whether the conclusion was a proper one, that this was an indication 
they had more dollars than they need. Any country which has tem- 
porary cash on hand which it does not need to disburse over a period 
of say 90 days would, as a matter of prudence, probably invest that 
money in short term notes which it could cash at will when the money 
was needed to pay bills and earn interest on it in the interim. The 
extent to which other countries actually hold U.S. securities is some- 
thing I do not know. I will try to find out if we have any records 
of that, if you would like, and also try to find out what kind of notes 
they are. 

Mr. Passman. Not just other countries. I am speaking particu- 
larly of the so-called underdeveloped countries for which there is such 
a hue and ery for dollars, but which have American dollars in excess 
of their immediate need for them, to the point that they can buy 
American securities and receive a high return on the investment. 
To me, it appears that perhaps we have “been too free in mi aking Ameri- 
can dollars available. If they have them in sufficient quantity to be 
able to invest them in American securities, so as to draw that interest, 
something seems wrong. If you can give us some information on that 
we shall appreciate it. 

Mr. Murpuy. I will see what I can develop. 
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Mr. Passman. I might inform you, if it would be of any help, of 
the date of this release, and you might follow through on that. The 
amounts are substantial. 

Mr. Murruy. I would appreciate that. It would probably be a 
good clue for me to start from. 

(The information supplied follows:) 


The following is in Ay peek to Congressman Passman’s question about the 
typ and volume of U.S. Government securities held by foreign countries, espe- 
cially by governments of underdeveloped countries. 

On February 29, 1960, fore ‘ign banks ape official institutions held $6.3 billion, 
ind other foreigners held $0.2 billion, of U.S. Treasury bills and certificates, i.e., 
Treasury securities with an original aaa of 1 vear or less. Another $3.2 
billion of these securities were held by international institutions (of which $2.1 
billion were in the form of non-interest-bearing notes held by the International 
Monetary Fund). 

In addition, official and private foreign holdings of U Treasury bonds and 
notes, i.e., securities with an original maturity of more cis 1 vear, totaled $2.2 
billion, of which $0.7 billion were held by international institutions. 

It should be noted that these figures include foreign private holdings of U.S 
securities. Private holdings, of course, are not normally at the command of 
foreign governments. 

The great majority (about 83 percent, or $6.6 billion) of the Treasury bills and 
certificates and bonds and notes owned by foreigners, excluding international 
institutions, Was held in the industrial countries of Western Europe (i.e., excluding 
such countries as Greece and Ireland) and in Canada and Japan. The countries 
of Asia, excluding Japan, held only about 8 percent, or $0.7 billion of these 
securities. Latin American countries as a group held 4 percent, or $0.3 billion 
of the total. 

These securities are primarily held by foreign banks and official institutions 
as foreign exchange reserves and working balances. The fact that dollar instru- 
ments are held by foreigners as an important part of their exchange reserves 
reflects the attractiveness and usefulness of the dollar as a reserve currency. In 
this way the dollar serves an important function which has contributed to the 
remarkable expansion in world trade during the postwar period. 

All countries, including aid recipients, must have some exchange holdings to 
meet known obligations and to form some reserve against unknown contingencies. 
The level of reserves in a given country is always, of course, one of the funda- 
mental factors weighed in determining whether U.S. assistance is required. 


(Nore: Additional information may found in the appendix at the 
end of the hearing.) 
GREEN SHEETS 


Mr. Passman. I believe Mr. Taber and Mr. Rhodes, in particular, 
have some questions to ask, based on the green sheets, standard form 
3-A. At this time, I shall turn the hearing over to Mr. Rhodes. 

Mr. Ruopes. I have just seen the green sheets. It is almost im- 
possible to ask any cogent questions “about them, having just seen 
them. 

Mr. PassMaAn. It was understood last Wednesday that we would 
have the witnesses back with the green sheets at 10 a.m. today. 

Mr. Murpny. I believe we delivered them the day after we shut 
down. We delivered them, I think, on Thursday. 

Mr. Ruopes. I certainly was not notified of the fact they were 
available. ; 

PACKING AND CRATING 


The item of packing and crating is included under transportation 


of things. Is that true of all the packing and crating for this whole 
program? 
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Mr. Murpuy. I am not sure, Mr. Rhodes. I may even be in error 
in assuming it is under transportation of things. I believe it is under 
object class 03, and all things classified as transportation are charac- 
terized as object class 03. 

Mr. Ruopes. If you crate a F-104 plane and send it to one of the 
NATO countries, that expense would be under transportation of 
things just the same as if you packed a sewing machine and sent it to 
some other country? 

Mr. Murpuy. | am sure that is right. 

Mr. Ruopes. By cost accounting practices is there any attempt 
made to divide the cost of packing : ‘and ¢ rating among the activities? 
Is technical cooperation charged with its proportionate share under 
the cost accounting? 

Mr. Murpuy. Under each appropriation we account by those ob- 
ject classes, so for the technical cooperation program there is an object 
class 03 that covers transportation, and there is another one for defense 
support and another one for military assistance, and so on. 

Mr. Ruopes. Does it go down below the actual appropriated items? 
In other words take technical cooperation. If you send a tractor to 
Peru does the cost of packing and crating that tractor appear as a 
charge against the program in Peru? 

Mr. Murpuy. Yes; it does, again under object class 03. In other 
words we try to follow the standard classification down to the allot- 
ment level so when an allotment is made for technical assistance to 
Peru the accounting on that allotment is done on the same object class 
break and the reports once a year have to indicate how much of the 
obligations fall in each object class. 

Mr. Ruopes. In your justifications of the appropriation for the 
fiscal year 1961 where would we find the item of packing and crating 
for shipping a F—104 airplane to the Netherlands, or any other country 
where we might be shipping that type of aircraft? 

Mr. Murpny. You would turn to the country pages of the military 
assistance book and under the major categories of expense you would 
see an item labeled “packing, handling, crating, and transportation” 
and the amount of money for each country. 

Mr. Ruopes. It is broken down in the justifications and then com- 
piled under the line item 03 

Mr. Murpny. That is right. 


REFUGEE AND MIGRATION STAFF 


Mr. Gary. I would like to ask a question about page 54 on the 
Department of State. It appears in 1959 you did not have either 4 
program officer or special assistant. In 1960 you had both, one at 
$11,835 and one at $9,900. In 1961 you drop the $9,900 position 
but you still have the program officer. What is the reason for those 
changes? 

Mr. Brown. Those changes relate to the people who have been 
working in the World Refugee Year. 

Mr. Gary. Both have been working on the World Refugee Year? 

Mr. Brown. Yes. We have a reduction in our refugee and migra- 
tion program. 
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error | Mr. Gary. You are keeping one and letting one go; is that right? 

nder | Mr. Brown. Yes. We are reducing the program for the World 

arac- | Refugee Year. We had two people on it and one secretary, and their 
positions end this June. 

f the Mr. Gary. Why are you retaining the program officer in 1961? 

n of Mr. Brown. We had a special assistant in this activity whose 

it to | position is being abolished along with two other positions. We are 
providing for the program officer position within the operations divi- 
sion, primarily for the activities that we have within the operations 

mpt | division—the broad responsibilities for carrying on the overall refugee 

ties? and migration program. We have within the Office for Refugee and 

nder Migration Affairs, an Operations Division and a Policy Planning 
Division, and this is one program officer who comes within that pro- 


»ob- gram, but the net reduction we have is three persons within the 

bject de partmental program. 

fense Mr, Ruopes. You apparently have no one in the State Department 
under this particular section higher than grade GS-14. 

ems? Mr. Murpuy. That is correct, for the GS grades, but if you will 


wr to notice on the next page there are foreign service grades. There are 
asa people on page 55 listed as class 1 in the middle of the page, Foreign 

Service ofhicers, who are in excess of GS-14. We are re aquired under 
‘ther Budget Bureau regulations to separate the two kinds of positions. 
ulot- 


xe to DIFFERENCE BETWEEN FOREIGN SERVICE AND FOREIGN SERVICE 

class RESERVE OFFICERS 

f the oe ' 

Mr. Ruoprs. What is the difference between a Foreign Service 

the Officer and a Foreign Service Reserve officer? 

iting Mr. Murpuy. One is a career appointee who is usually started at 

ntry the lowest ranking grade and works his way up. The other is a 
, person who has a temporary assignment, usually not to exceed 4 or 

‘tary 5 years, but the salaries for the Forei ign Reserve officer of Class 1 are 

‘ould identical with a Foreign Service officer of Class 1. 

ion” Mr. AnprEws. Do these Forei ign Service officers get oversea duty, 

or salary, in addition to the salary shown here? 
com- Mr. Murpuy. If they are stationed overseas they draw, according 


to where they are stationed, quarters allowances. They either get 

quarters allowances whereve r they serve overseas, or they get a house 
| provided. They get a cost of living allowance, Mr. Andrews, if the 
| cost of living index at the post exceeds that of W ashington, D.C. 
| And they may get a hardship allowance depending on whether the 


. the | post to which they are assigned is a hardship post in terms of un- 

ver ® | healthy living. This, of course, means that somebody assigned to 

1e at | London would not ge ta hi ardship allowance but somebody assigned to 

ition Saigon would. 

chose Mr. ANprews. Does this same thing apply to the U.N. in New 
York? 

been Mr. Crockxerr. No, sir; nor to Washington. 


ef Mr. ANprEws. At page 54 you have a Class 1 foreign service officer 
ear: | showing a salary of $16,078. Is that particular officer overseas? 
igre | Mr. Murpny. That particular job has been eliminated. 
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Mr. ANprews. The next one is Class 2, $13,874. 

Mr. Murenuy. Both of those, Mr. Andrews, were eliminated and 
did not appear in 1960 or 1961. There is one in the middle of the} 
next page, a Class 1 officer, $17,826. 

\Ir. ANpREws. Where is he located? 

Mr. Murpuy. That I do not know. 

\lr. Brown. He is located in Washington. 

Mir. ANDREWs. So that is your actual salary, $17,826. Thank you, 


TRADE POLICY STAFF 


Mr. Ruopers. I notice on page 58 there is a category under GS-15 
“Chief, Trade Policy Staff.” 

What is the “‘trade policy staff’ and why are you not asking for 
this position to be funded in 1961? 

Mr. Murpuy. This is a comparative transfer item. Do vou knoy 
What it is? 

Mr. Merk. It is part of the Mutual Defense Assistance Control 
Act program —that part which remained in ICA. When that function 
was transferred to the Department. 

Mr. Ruopes. What does ‘‘trade policy staff’? mean? What d 
thev do? 

Mr. Murpny. This is in connection with the Battle Act, the formal 
title of which is the Mutual Defense Assistance Control Act. This 
is the outfit, Mr. Rhodes, that is concerned in setting the list of 
strategic items and semistrategic items which cannot be exported 
to the Soviet-Sino bloc. They are working in conjunction with 
European nations, members of NATO, and also with certain free 
nations in the Far East on these trade lists of items, which will be 
eligible for trade with the Sino-Soviet bloe and which will not. 

Mr. Ruopres. Where does this fellow appear in the 1961 budget? 
Mr. Murruy. He does not. The position is eliminated in 1961 
according to this table, Mr. Rhodes. 
Mr. Taner. Does that mean it is going to stay eliminated? or is It 

kind of off for the hearings? 

Mr. Murpnuy. This is one of two jobs in this particular funetion 
which is being eliminated for 1961 for good. 

Mr. Crockett. They will not be filled in 1961, we are eliminating 
the position. 

Mr. Ruopes. The act has not been repealed. 

Who is likely to fulfill this function? 

Mr. Crocxetrr. Mr. Hale of the Mutual Assistance Control Act 
staff is here and can explain it. | 

Mr. Hate. We have moved into the Department of State and find | 
it possible to use an officer whose duties are similar to the man formerly 
working with our staff. The work is now being done by a regula 
officer in the Department of State. 

Mr. Ruoprs. You mean to say that this is a real saving of money 
to the taxpayer? 

Mr. Hate. Yes, sir. We find it unnecessary to have a separate 
officer for this purpose. 
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OFFICE OF INSPECTOR GENERAL AND COMPTROLLER 


Mr. Taner. Do you have this last tabulation under “‘Expenses, 
inspector general and comptroller’’? 

Mr. Passman. What page, Mr. Taber? 

Mr. Taner. Pages 60 to 63. 

Have vou got it now? 

Mr. Murpuy. I will try to be helpful on this, Mr. Taber. I do 
not have the detailed papers with me but perhaps I can answer your 
question. 

Mr. Taser. If you do not have the detailed papers with you, 
perhaps you had better not tackle it because these other outfits seem 
to show a decrease in the requirement in most of the items while in 
this particular setup you show just about double that. 

Mr. Murpuy. That I can explain, Mr. Taber. This office was 
created last July and the reason for the increase is that there is a 
reorganizing of the staff. Nothing is shown in fiscal 1959 for this itent. 
All of the positions were established this vear and will be either filled 
on June 30 or shortly thereafter. 


ICA REIMBURSEMENT FOR PERSONNEL OF OTHER FEDERAL AGENCIES 


Mr. Taper. On page 49, the total for personal services seems to be 
$696,499 for 1960 and then in another column it shows an increase in 
prospective expenditures of almost $400,000. 

How do vou get that? 


PERSONNEL IN THE DEPARTMENT OF THE INTERIOR 


Mr. Murpuy. Those, of course, are financed from the ICA ad- 
ministrative expense account, Mr. Taber, and they are jobs in the 
Department of Interior. The explanation I am sure pending 

Mr. Taner. What does the Department of Interior have to do 
with it? 

Mr. Murpeny. The Department of Interior, like several other 
departments of the Government, is supporting ICA in the matter of 
giving technical assistance to various countries overseas. <A lot of 
technicians and experts in the Department of Interior backstop ICA 
and give them expert advice and assistance in helping these other 
countries, 

ICA calls on many Government departments to do that rather than 
to try to keep expert staffs in every field on their own payroll. 

Mr. Taner. When you go to the bottom of page 48, just what 
kind of a deal is that where vou have 65 employees at the present 
time ad, vou figure to run up to 85 next vear? | wonder why that is. 

Mr. Murpny. I am sure, Mr. Taber, the answer is that next year 
ICA expects to call on the Department of Interior for substantially 
more services. 

Mr. Taner. Is this all Interior? 

Mr. Murpuy. Yes, sir; this is the Department of Interior. At 
the top of the page it says, ‘Department of Interior.” 
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These 85 jobs in 1961 would be personnel in the Department of | 


Interior needed to perform services for ICA in carrying out its program 
overseas. 


Mr. Taser. In foreign countries you have the figure of 31 people 
running up to 59. 
Mr. Murruy. That would be additional technicians, Mr. Taber 


being sent overseas to implement probably the technical cooperation | 


program. 

Mr. Taner. This money comes out of what account? 

Mr. Murpuy. It comes out of the technical coo per ition prog ram 

Mr. Taser. It does not come out of the direct ICA appropriations 
yr does it? 

Mr. Murpuy. No, sir. We are required in these green sheets t 
list the total employment regardless of what appropriation funds j 
Many of these personnel under the ICA section of this book are peopl 
who are paid from program funds; that is, the technical cooperatior 
appropriation, for example, and they are sent overseas to carry out 
the programs in various countries. 


PERSONNEL IN HOUSING AND HOME FINANCE AGENCY 


Mr. Taser. Then on page 46, you show $134,708 under the Housing 
and Home Finance Agency. 

Mr. Murpny. Yes, sir. 

Mr. Taser. There you have a total of 19 people now and you ar 
likely to run that up to 24. 

Mr. Murpuy. That is undoubtedly a reflection of the increased 
emphasis being given to housing projects in the underdeveloped 
areas, Mr. Taber. 

Mr. Taner. You do not show the number of employees, but 
under ‘Other personal services,” you say, “‘Regular pay above 
52-week base.” 

Mr. Murpuy. These are salary payments. This is_ brought 
about by the fact that there are more workdays in the fiscal year 
involved than 52 weeks times five. In other words, in some yeals 
there is an extra workday and, therefore, an extra day of salary to b 
paid. That is what that caption is intended to show. 

Mr. Taser. If you go back a little farther, you get to economi 
assistance on page 45 and there you have a setup for 26 people as 
against 21 before, an increase in salary range from $151,000 t 
$174,000. 

Mr. Murpny. Those are the same basic five positions you just 
referred to, Mr. Taber, on page 46. That is a recapitulation and pag 
45 gives the detail. 


PERSONNEL IN DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE 


Mr. Taper. On page 44 you have a total of $2,468,000 for next yea 
and then you get $2,325,000 for this year? 

Mr. Murpny. Yes, sir. 

Mr. Taser. In the year before, you were asking for $2,130,000. 


| 


| 
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Mr. Murpuy. This is Health, Education, and Welfare personnel, 
Mr. Taber, and an increase of 12 is contemplated from fiscal 1960 to 
fiscal 1961. Again, they will be technicians carrying out the health 
program or education program under technical cooperation. 

Earlier you asked a question about page 3, Mr. Taber, which I 
would be happy to try to answer to your satisfaction at this point. 


SALARIES OF DIRECTOR AND DEPUTIES 


As I recall your question, it was, Whv was the Deputy Director 
shown at more money than a Director? The top job on page 2 is the 
Director of ICA and his salary is set by statute at $21,000. The 
Deputy Director is shown at $20,000 and he is the full Deputy Director 
of ICA. 

Then the deputies underneath, shown at $19,000, are the third 
echelon of ICA, each one of which has a portfolio. You see, one has 
management and another has operations. They are not full deputies 
and they do not operate across the Agency as a whole. Their salary is, 
therefore, a little lower. 


PERSONNEL IN FEDERAL AVIATION AGENCY 


Mr. Taper. It looks like some of those whose responsibilities were 
less get more money. 

What does the Federal Aviation Agency have to do with this 
program ? 

Mr. Murpny. In a number of the countries overseas, Mr. Taber, 
we are giving technical assistance in the matter of maintenance of 
airfields, communications, ground control approach, et cetera. These 
technicians, who are experts in their fields, transfer know-how to the 
officials and employees of the host countries who have to operate in 
those fields. 

Mr. Taper. I guess that is all I have for now. 

Mr. PassMAN. Gentlemen, are there any more questions on the 
administrative expenses for the State Department? 

If not, thank you kindly, gentlemen. 

The next item for consideration will be administrative expenses for 


ICA. 


PERSONNEL EXCLUDED FROM GREEN SHEETS 


The committee is now in possession of the green sheets, standard 
form 3(a), ‘Detail of Personal Services.”’ 

Karlier we were discussing the total number of personnel connected 
with the mutual security program, and we used a rough estimate of 
43,600, including 2,000 contract personnel. This did not include the 
10,000 trainees who were paid out of this appropriation. I should 
like to ask the Inspector General and the Comptroller if all of the 
positions referred to in the 43,600 are listed in these tables? 

Mr. Murpny. No, sir; they are not. 

Mr. Passman. What part do the green sheets represent? 
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Mr. Murpny. I think it would be easier if I told vou which ones 
were excluded. All of ‘ed uniformed military personnel paid from 
Department of Defense appropriations are excluded. 

Mr. Taner. How many of them? 

Mr. Murpuy. As of the end of this fiscal vear, Mr. Taber. the 
estimate is 9,621 uniformed personnel of the American military 
departments. 

Mr. Passman. How many contract employees? 

Mr. Murpeuy. The contract employees are 2,000-plus; somewhere 
in that magnitude. 

Mr. Passman. That is 11,000-plus, not included in the green sheet 

Mr. Murpny. Likely there are even more, Mr. Chairman. 

[ think a word of preface here would be helpful. The green sheets 
are prepared under Bureau of the Budget regulations and we are 
specifically instructed to include only people who are on pavrolls; 
that is, who actually receive their salary payments from the appro- 
priations involved. Thus, for example, trust fund emplovees who 
are paid by other governments, which you have wanted included in 
these tables from year to vear, are not U.S. Government employees 
at all. Therefore, they are not included in the green sheets. 


TOTAL PERSONNEL INCLUDED IN GREEN SHEETS 


Mr. Passman. How many do you have included in the green sheets 
on standard form 3(a)? 

Mr. Murpny. I would have to add them up, Mr. Chairman. We 
will be glad to do that if vou like. 


DETAIL OF PERSONAL SERVICES, MUTUAL SECURITY PROGRAMS 


Mr. Passman. Without objection of the committee, we are going to 
insert in the record at this point the entire booklet showing that data; 
but we do want to indicate this is only a partial list of the total number 
in the mutual security program. I doubt seriously whether a sufficient 
number of days are left in this year to come up with the total number 
of personnel from all branches of the Government actually in this 
program. However, we are going to try to do that for the benefit 
of the Members of the Congress; and we hope we shall have the 
Inspector’ Ss coopers ation in trving to put together the total dollars 
paid to the 43,600, with the trainees, and all of the other items men- 
tioned earlier, so that we may learn whether or not administrative 
and kindred expenses are eating up a very large percentage of the 
appropriation made for the mutual security program. 

(The document referred to is as follows:) 
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Minirary ASSISTANCE, FUNDS APPROPRIATED TO THE PRESIDENT 


The detail of personal services for the military assistance program may be 
found on pages 116-118 of the appendix to ‘‘The Budget of the United States 
Government for the fiscal vear ending June 30, 1961.” 


Economic ASSISTANCE, FUNDS APPROPRIATED TO THE PRESIDENT 


Detail of pe rsonal services 


1959 actual 1960 estimate 1961 estimat 


Number | Total salary; Number | Total salary); Number 


INTERNATIONAL COOPERATION 
ADMINISTRATION 


Grades and ranges 
Grades established by the Re- 
ganization Plan No. 7 of 
1953 
Presidential appointments: 
$19,000 and over: 


Director, ICA 5 1 $21, 000 1 $21, OO 1 $21, 000 
Assistant Director for 
Evaluation 1 19, 000 Se 
Deputy Director, ICA l 19, 000 1 20, OOO | 20, 000 
Deputy Director for 
Management oid 1 19, 000 ] 19, O06 1 19, 000 
Deputy Director for 
Operations J ‘eda . we 1 19, OO l 19, 000 
Grades established by the Di- 
ector, International Coop- 
ration Administration (68 
Stat. 833) (excepted positions 
K xcepted: $19,000 | 
Deputy Director. 2 38, 000 2 38. (WK 2 aR MK 
Director, Technical 
Assistance Study 
Group ¥ Saiainwtslaerd a 1 19, 000 1 19, 000 
Excepted: $18,000 
Assistant Deputy Di- 
rector ; srcntnakel 2 36, 026 3 54, 025 3 54. 025 
Controller l 18, 500 ] 17, OO l 17, 000 
Deputy Director, Tech- } 
nical assistance 
Study Group. zi es 1 18, 013 
Director 2 36, 026 l 17, 500 l 17. 500 
General Counsel : ‘ ‘ ae 1 17, 514 I 17, 514 
Regional director - . 4 72, 052 2 36, O2E 2 36, 026 
Excepted: $16,500 
Assistant Director-.-- 1 16, 515 |....-. 5 é a 
Deputy Director__- 1 16, 515 l 16, 515 1 16 
Director in ' 66, 060 2 33, O15 2 33 
Executive Assistant ae pe l 16, 51 ] 16, 51 
General Counsel l 16, 515 rs pei la a 
Excepted: $15,375 to $15,375 
Deputy Controller_...-- 1 15, 392 
Deputy Director 1 15, 870 |... 7 
Deputy General Coun- 
sel ‘ ] 15, 392 ] 15, 392 l 15, 392 
Deputy Regional Di- 
rector ] 15, 392 l 15, 621 
Director 4 63, 940 3 48, 567 3 48. 796 
Excepted: $14,190 to $15,150: 
Assistant Director -- ] 14, 850 1 14, 850 
Deputy Controller.- | 14, 914 l 14, 914 
Director 4 58, 739 2 30, 326 4 58, O67 
Excepted: $12,770 to $13,970 
Assistant Director -. 2 25, 584 ‘ 
Desk oflicer__- ] 13, O83 l 13, 374 l 13, 686 
Director... 2 27, 956 2 27, Y5t 2 27, Wit 
Division chief 1 12,77] 2 26, 749 
Planning officer ] 13, 978 13, 978 
Special assistant 2 27, 956 l 13, 978 
Staff chief ] 2,771 
Staff development ad- 
viser l 3. 978 1 TR 
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Detail of personal services 








eres Si See 
Executive assistant - 
Manpower specialist 
Planning officer... 


Program evaluation officer.- 


Program officer t 
Program policy adviser 
Program study officer 


Program systems oflicer-- 


Regional economist- 


Regional executive officer_. 


Special assistant 
Staff chief aia 
Senior guaranty officer 
Supervisory 

auditor. - - ees 
Tourism coordinator~ 


GS-14. $11,355 to $12,555: 


Administrative officer 





Assistant branch chief------ 2 

Assistant director nd 1 12,813 
Assistant division chief- ---- ) 32, 759 
Assistant executive officer-- ] 11,357 
Assistant staff chief_..._.__- 2 | 23, 192 
Attorney adviser. --......-- 1 12, 563 
Branch chief. ........<...... 35 416, 372 | 
Budget officer.............. 3 35, 775 
Business analyst.-..-.-- cial 5 57,023 
Commercial credit specialist_|_........-|_..-- 
CPOSOIIEy CURE UUG « cccenlourcecececlcoceoceus 
Deputy branch chief........|........- : 2 
Deputy division chief_......|......--../_- e : 
Deputy executive officer 1 11, 606 
Deputy executive secretary - 1 11, 835 


Deputy staff chief 


accountant- 
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1959 actual 


Number | Total salary 
NAL € »N 
iy ( ied 
‘ I t Di- 
t ( 
epted I ‘ S12 ( 
Adn ist- 
t ] Gr fF 
A tant staff chief l 10, 150 
tant ft Deputy 
, ‘ 
\ ] : ) 
{ 
] I é t 
. 1 7 ) 
( tant = ] 11, 357 
Ev oa 1 17, 514 
15. $12,770 to $13,970 
Ady I st A ‘ ° 
can schools abroad_- a dans : ; 
Area la 1iviser. .. a. 3 38 ) 
Assistant to Deputy Dire 
Assistant Director eae eRe ee 
Assistant vision chief ae 
Assistant staff chief oe aa _ 
Associate General Counsel_- 1 13. 374 
Att ney advise! - 2 25, S54 
Business analyst ; 2 3 41, 330 
Branch chief........- — 2b 342, 897 
Credit facilities specialist ..-}_.__- seelon 
Career planning officer_.._.- 1 12, 771 
Deputy Director. ining 14 187, 735 
Deputy division chief......-|.........-]....- moi 
Deputy regional director aie 
Director ad nO 
Development center spe 
a . b 
Division chief. Lear fe 43 578, 446 
RE 6 caste c pinnae 2 27, 956 
Executive secretary-- ae 1 13, 978 
International relations offi- 


Continued 


1960 estimate 


Number | Total salary 
1 1 
l 10 
l ll 
es an 11 
l 7 
1 ll, 
3 “39 
ll 
1 
»] 
] 

as 2° 
3 39, 
l 12 
5 6Y 
1 | 13, 
40 | 537 
8 102 








. ov 37: 
1 | 12, 813 
s§ | 95, 929 
1 2, 334 
2 23, 441 
l | 11, 357 
28 331, 054 
3 | 34, 320 
re 17195606 
eae ay ee 34, 549° 
5 71, 760 
2 23, 192 
] 12, O85 
3 35, 277 





LE | 


1961 estimate 

rn — - 

Number | Total salary 

1 1] 
1 11,8 
1 | 
l ll, 
as } 











] 1d, 

3 40), 

1 13, &8 
11 154, 9 

2 27,352 | 

] 13 

2 | 27 | 
20 | 271,2 

l 2,7 

4 

3 39. 

1 12,77 

5 70, ve 

13, 68 

37 499 

8 104 


1 12, 33 | 

2 | 23, 92 

= 34, 32 
24 | 286, 

2 9 34, 79 
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Detail of pe rsonal services—Continued 





ieee ee ee ae ae 
nate 1959 actual 1960 estimate 1961 estimate 
| 
tal salary | Number | Total salary| Number | Total salary) Number |Total salary 


NTERNATIONAL COOPERATION 






































ADMINISTRATION—continued | 
i Grades and ranges—Continued 
GS-14. $11,355 to $12,555—Con. 
SiN Ne eae 14 $163, 862 21 $242, 362 26 $303, 115 
Division chief..............- 4 46, 883 | 6 , 259 9 106, 808 
iN a 108, 513 4 106, 33 10 118, 165 
$6, 13 Educational specialist....-.- 3 33, 160 | 3 34, 569 oe 34, 798 
Engineer eee a eetn aight 5 57, 887 | 10 118, 38 16 | 186, 994 
Equipment specialist : l 12, 085 12, O8 1 | 12, 334 
11,8 Evaluation otficer ee l 12, 563 1 12, 5¢ eu 23, 920 
Executive officer_. ee 2 | 22,714 l 11,3 2 22,714 
---- ‘ Fie anagement officer -- l 11, 357 ies ‘ san caine ‘ 
11, 835 Guaranty officer_._.---- ES SS eonwasiate 1 11, 357 l 11, 357 
puceenecs Health educator en seeabieactusaat obi cicidiitinal ae l 10, 446 “ : is z 
7,53 Highway specialist .- 2 wicbine eeeboiaeaeues 
11, 606 Implementation chief. Moe | ORR oon pet eoous 
Industrial planning special- | 
sialeieieieiens eee i te Ae 2 | 22,714 | 2 22,714 3 ‘ ci ceaouadrteeatecaeal 
Industrial specialist ss easat 25% PWS te ccwanoanules 3 l 12, 563 
International economist_-_..}...-.-- ‘ demand — ] 11, 835 
12,77 TSVVOGTINECOR <5 cnecumna ai 6 70, 802 |.. dl a gee aoa 
40,14 Liaison officer. _..-...---.-- 1 11, 357 | 1 11, 606 Yd 11, 835 
Legal claimant specialist _- l BS Be Yancecdeedes - ae eile pe ae 
Malariologist ai eames maim 2 20, 816 3 33, 549 3 33, 549 
Management analyst Sos 1 14, 357 |... : : . cele anaes 
Personnel officer__.....--.-- 5 58, 739 2 23, 920 2 23, 920 
Plaeement officer ee ea 1 12, 563 | 1 2, 563 1 12, 563 
Planning and development | 
otticer SITS OEE | 8 90, 856 l ADs ME Ticcaebbs cate ccuisaudbal 
Planning officer__- inansatel 2 | 2 Se Nennes wa x 5 hus aceratanaa a 
Printing and publications | | | 
otlicer Oe oe ei a I a oe oa ane 1 11, 357 
Program officer. _..--- Seana 1 11, 357 2 22, 963 $ 45, 677 
Program operations officer 1 11, 606 | 2 23, 192 2 23, 691 
Program study officer_......|-.--..---- Baap Ae 1 11, 357 l 11, 357 
Project implementation offi- | | 
cer hehe ee Le De ss ee ee 1 11, 357 1 11, 606 
Publie health administrator_|-_-..-- ae bie sens 11, 357 Sogo ; 
Public health specialist. -..- 1 PEE covcuwcadalcases 3 33, 160 
Rentinn Gilet 2 ios. can | 2 PRN tawwecwaadlne Scpbwue caleus canons ieaawas = 
Spetial assistant . ..........- 4 47, 133 3 36, 275 3 36, 524 
Supervisory agricultural 
Soo wade ene cnt eauas | 1 12, 563 | 1 12, 563 1 12, 563 
Supervisory Management | 
inalyst eee gta el aa tsa bisa t asics diocese of ns Sie . ; 1 
Senior systems analyst......|......-...|..-.- ee ] 11, 357 l 
Supervisory auditor__....--.. | ” 81, 183 | 8 94, OLF 8 
Supervisory business ana- | 
IR. uttemanipnataects De i eee | 1 11, 606 sicpeeandoreate 
Supervisory employment | 
CSC ROOTOI, GUET. occa locnedaccsclowessensausa 1 12, 563 12, 563 
Supervisory employment 
specialist ____.- hikni caktes eae etnies ws tale aah a 4 46, 883 3 35, 755 
Supervisory position clas- | 
ie ed a ne A Ee cane wmaens 1 357 1 11, 357 
Supervisory security officer_|_......-.-|-------- l 1, 357 l 11, 606 
Staff development officer_-___| 2 , Se | S| SRR ae oe a ee 
eee en | 3 35, 562 2 24, 897 l 12, 334 
oo ini er ie CTE BONO os nol encteccccndel dnacnensea ames : I 11, 357 
*' Transportation specialist | 3 36, 004 3 36, 233 3 36, 483 
12, 8 GS-13. $9,890 to $11,090: 
83. 36h Accountant-auditor .......-. 12 Sl en hit ow -----|----------|---- : ~! 
128 Administrative officer_......|----------]------ aioe 1 ROT tis ccesccstveweesex . 
on 08 Area operations officer__...- 9 TB ONO ledekeneaslaca= Sualusbaeqe name = 
120, Assistant branch chief -| 3 | her a ae 
Assistant commercial credit 
WIIG son oe ec acucce | 1 11, 107 l 9, 901 icon bs 
Assistant desk officer. -..-.-- 5 50, 252 ) 51, 189 7 
Assistant executive officer__-_| 2 20, 529 l 10, 150 l 
Assistant personnel officer_-_-| 2 19, 803 |.....- dtl a gumcumte teat eae ae ‘ 
Assistant staff chief......--- 1 WOES, ann cduneeclese 5 . Re 
Attorney adviser. -_...-- 6 60, 612 3 29, 703 4 853 
Auditor Sera eee te oa 14 146, 116 2 230, 602 22 , 31 
Brenmch chief.........-.<<s«.. 13 135, 388 | 9 93, 993 . 85, 466 
Budget officer oee et eas 5 0, 232 2 20, 051 2 20, 529 
Chief, administrative office_|........-.]-.---- a ] 10, 379 l 10, 379 
Commercial contract officer_|...-- se ci ran ta ala cal 6 63, 752 7 74, 132 
Commodity analyst__...--- l 9,901 l 10, 150 2 21,715 








INTERNATIONAL 
ADMINISTRATION-—CO inued 





Deta 


COOPERATION 





and ranges—Continued 

13. $9,890 to $11,090-—C on 

Contract negotiator 

Contract procedures spe- 
cialist 

( tract procurement spe 
( list 

Custom t iff ad er 

Desk office 

I) ion chi 

Ecor 

Edueational tr ning officer 

Employment development 
otlicer 

Employment spec t 

En ret 


iguage officer 
otlicer 





I 
I 
Excess property ¢ 
I 
I 


cer. 

“xecutive ollicer 

oreign currency coordi- 

tor 

Information officer 
Internat relations offi- 
ct 
Invest tor 
Management analyst 
\lethods specialist 
Personne iison offies 
Personne! officer 
Personne policy and plan 
ning officer 


Personnel security specialist 
Personnel 


Placement 


specialist 


olficer 


Planning and development 
otficer 

Planning officer 

Procedures development 
office 


ilist 


coordination 


Procurement speci 

Program 
cel 

Program study officer 

Project evaluation engineer 

Project manager 

Public administration ad- 
visor. 

Public administration spe- 
cialist 

Radio-TV officer 

Regional accountant 


Regional liaison otficer 


offi- 


Regional organization officer 


Requirements analyst 

Section chief 

Security specialist 

Selection panel examiner 

Special reports officer 

Special assistant 

Staff chief 

Staff developn 

Supervisory business 
lvst 

Supervisory 


specialist 


ent officer 


ana- 
employment 


| 





Surplus commodity othcer 

Systems a juntant 

“ystems analyst 

Taxation specialist 

Techni training and de- 
velopment officer 

Train officer 

lransportation specialist 


> $8330 to $9,530 


11. $7.030 to $8.230 
10. $6.50 $7.4 
Q $5,085 to S6.RS5 
& $5.470 to $6.370 


O} 


f 


914 


pe rsona S/ 


1 $103 
l y 
Zz 73 
3 3) 
3 3 
} 3t 
) )} 


1 10 
3 33 


3 31 


] 10 
s 8&3 
. 9 
2 19 

38 
2 19 


$ 32 
l YQ 
l 10 
l y 
1 9 
$ 30 


$ 31 
4 20 
3 33 


1 10 


] y 

' tw) 
1 10) 
&5 736 
s4 627 
140 SOX 
8 47 





1960 estimate 


lary; Nun 
O24 I 
uO] 
403 6 
YOU 4 
S43 o 
18] 3 
1 
4 
4586) . 
] 
901 l 
l 
57 4 
150 ] 
533 4 
387 
379 
063 S 
Q01 1 
S02 
9 
o 
| 
1 
802 4 
] 
107 2 
4,4 3 
l 
297 42 
1 
265 3 
] 
901 2 
S58 
901 
901 ] 
680 l 
, 107 
107 1 
LAS 3 
300 
750 5 
379 | 
ul 
SOO s 
901 Z 
an) > 
150 l 
403 & 
192 19 
3A 9 
ROY 138 
ILe ] 


Total 
$103 
10 
69 
7 
31 





10 





, 845 


901 


901 


RAR 


379 


404 


150 


10, 379 
11, 33¢ 
31, 158 
9, 901 
52, 146 
10, 629 
Q OO] 
67. 946 
G4. GO] 
19, S802 
747 
14, 54 
S40, 403 
60, 154 














i late 
ber |T l sal 
ud 
2 $s] >, SS 
1 - 
l 0.3 
5 53, 32 
4 45, 44 
; 32 115 
2) Re 
di, 1 
2 0.0 
5 2 
| 
1") 1 
4 4? ( 
l 10, 37 
{ 42 4 
5 } $3, S02 
] 10. 15 
4, O6F 
i 41), 282 
l ) 
1 7590 
4° $58, 97 
0), S58 
4 41, 538 
| 
2 A), 52Y 
") My 
l 10, 37 
1 10, 629 
$ $1, 387 
rs 62, 047 
} HZ 
5 & 4 
» 
; st 7Y 
) , s4 
} + 
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Detail of personal services—Continued 































1959 actual 1960 estimate 1961 estimate 
alary Number |Totalsalary| Number |Totalsalary| Number | Total salary 
NTERNATIONAL COOPERATION 
MINISTRATION—Ccontinued 
Grades and ranges—Continued 
=-7. $4,980 to $5,880 179 $978, 606 “1 $049 41] 162 O58 
13, 883 GS-6. $4,490 to $5,390- 128 643, 310 135 696, 842 140 354 
iS-H. $4,040 to $4,940 379 1, 750, 834 SZ 1, 761, 038 304 1, 837, 98S 
1, 379 i 4. $3,755 to $4,325 25 198, Y14 22 $03, SSY 121 494, 672 
i $3 0 $4,065 if} 171, 497 a1) 101 t 14 188, SOO 
(75-2. $3,255 to $3,825 j 14, 747 ) sS $4 7 LS, 304 
Gs $2,960 to $3,530 15 50), 730 12 39, 122 s, 446) 
33, 325 Grade tablished by the Foreign 
443 Of S e Act of 1946, as amended 
32, 115 | ” =.C. SO1-1158 
31, 158 *hief of mission 
Class 3. $22,500 oe 2 £5, O12 2 4 12 2 45, 012 
1), O51 Class 4. $20,000 11 220, O80 ll 221), 1 11 22 0) 
13, 2 oreign Service Reserve officer 
Class 1, $16,060 to $18,700 55 919, 201 6Y 1, 162, 569 70 1, 198, 779 
Class 2. $13,860 to $15,840_- 14) 2,710, 038 223 3, 208, 448 229 3, 331, 964 
| ( s 3. $11,660 to $13,640. . TOO 9, 638, 720 S87 10, 870, 172 940 11, 554, 971 
Class 4. $9,900 to $11,550___- 1,276 13, 313, 311 1, 276 13, 252, 811 1,379 14, 356, 404 
12, O1F Class 5. $8,140 to $9,790 : 36 8, 118, 116 1, 060 9, 118, 826 1, 160 10, 005, 301 
Class 6. $6,710 to $8,030___- 323 2, 420, 226 265 1, 874, 881 208 2, 111, 624 
LW, 379 Class 7. $5,610 to $6,600___- 110 108 QS 581, 731 105 629, 842 
42, 49 Class 8. $4,730 to $5,885. _.-- 35 | 530 27 136, 404 28 140, 955 
Foreign Service Staff officer: 
nan Class 1. $11,770 to $13,160. _- 20 , S81 2 25, 990 1 13, 160 
Class 2. $10,920 to $12,120_- 21. | 245, 668 3 34, 463 |... Se ae ee 
33, S02 Class 3. $10,030 to $11,165_~- 28 305, 604 3 32, 655 2 21, 485 
10, 150 Class 4. $9,095 to $10,230. _ 2 19, 615 
Class 5. $8,395 to $9,600. ____| 13 125, 313 4 $6, 055 3 26, 455 
Class 6. $7,690 to $8,75! 5 40, 249 3 23, 506 1 7, 925 
lass 7, $6,990 to $8,050 13 95, 443 4 20, 492 12 69, 636 
21, 008 Class & 285 to $7,350 s 51, 634 5 32, 758 6 40, 538 
31, 387 Class 9. $5,585 to $6,650 _- 38 229, 980 5S 350, 189 63 386, 910 
9, 901 (lass 10. $5,115 to $6,175_ - _- 71 394, 033 91 499, 496 103 568, 831 
4, Wit Class 11, $4,650 to $5 i 200 994, $42 220 1, O79, 066 235 | 1, 154,175 
(lass 12. $4,180 to $5,025__- 2903 } 1,279, 207 355 1, 548, 747 375 1, 658, 213 
40), 282 Class 13. $3,730 to $4,580_ _- 43 164, 295 66 253, 888 i7 297, 504 
1, 901 Grades established by the Director, 
bs International Cooper ition 4 d- | 
1, 109 


| ministration (68 Stat. 833 


| IC A-3. $12,830 to $14,190 1 13, 645 1 12, 120 1 12, 120 
IC A-4. $11,485 to $12,650 3 48, 942 
30, 680 IC A-5. $9,900 to $11,165 4 42, 993 

4, 901 IC A-6, $8,325 to $9,515 2 16, 890 
11, 107 IC A-7. $6,990 to $8,140 __- 1 7,010 

8, 971 IC A-8. $6,435 to $7,415 1 6, 718 - 

Ungraded positions at annual rates 
ahaa } 
10, 858 less than $9,890 
Wage board employees : 23 96, 507 23 105, 508 23 105, 759 
41, 538 Local employees... 5, 550 8, 927, 742 5, 918 9, 659, 292 6,078 10, 112, 362 
9, 901 , 

: \ . . on = » ‘ - ” > 
20, 529 lotal permanent eae 11,818 64, 632, 744 | 12, 431 67, 323, 848 | 13,015 71, 898, 663 
20), 529 Deduct lapses 1,958.8 | 10,713, 109 2, 433. 3 8, 258, 784 2,727.2 8, 075, 613 

--* Net permanent (average num- 

10, 379 ber, net salary | 
10, 629 United States and posses- 
. sions 4 1,847.8 | 14, 525, 004 1,977.1 15, 624, 630 2, 063.3 16, 595, 750 
11, 3st | Foreign countries: | 
31, 387 U.S. rates 2 643.8 | 31, 217, 219 3, 473.5 | 36, 301, 248 3, 534.3 39, 670, 309 
Local rates... 5, 367.6 8,177,412 | 4,547.1 7, 139, 186 4, §90. 2 7, 556, 991 
Positions other than perma- 
62, 047 remporary employment 
United States and pos- 
10, §29 sessions 245, 731 388. 500 419. 000 
10, 150 Foreign countries: U.S 
&, 417 rates 139, 555 37, 300 109, 000 
), Wt er personal services: 
Regular pay above 52-week 
base 285 SSH 101 108 310. 560 
(vertime and holiday pay 42, 743 185, 810 524, 480 
- Living and quarters allow- 

), 379 ince 3. 626. 004 4 O87. O50 4 48] 584 
65, 279 litional pay for service 
"T0, 134 hroad 4 689 922 5 O85. 747 5. 529. 706 
14, 540 ments to other agencies 
4). QU l 


- or reimbursable details 1, 609, 427 1, 538, 600 1, 539, 600 





Grades and ranges: 
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Detail of personal services—Continued 


1959 actual 


| Number 


| 
INTERNATIONAL COOPERATION | 
ADMINISTRATION—continued 


GS-15. $12,770 to $13,970: Divi- | 
sion director___..- . | 1 
GS-14. $11,355 to $12,555: 






Administrative officer_.... 
Agriculturist__..._-- 2 
Assistant division director _| 2 
Branch chief 2 
Chief, division of reference | 
lending ___ | l 
Entomologist | 1 


Extension leader, foreign 
agricultural training : 1 

Extension leader, foreign 
educational training 

Extension specialist in pro- 
gram leadership--- l 


Forester - 1 
GS-13. $9,890 to $11,090: | 
Administrative officer_....__| 1 
Agricultural economist... - 1 
Agriculturist _-_- : = a 
Assistant extension leader, | 
foreign educational train- 
| XS Rees a l 
Bacteriologist ......--- af 1 
Extension leader, agricul- | 
tural programs l 


Extension leader, home eco- 
nomics programs. - sal 1 
Extension leader, rural 





youth programs.--.....---- 1 
Extension specialist _-.-~.---- 13 
Extension specialist, in- 

formation S creemcattoeeante 
Forest products technologist _| l 
Forester 5 3 
Section head _.............. 1 
Soil scientist 2 

GS-12. $8,330 to $9,4: 15 
GS-11. $7,030 to $8,23 wei 12 
GS-9, $5,985 to $6,885___ | 6 
GS-7. $4,980 to $5,880_____- | 14 
GS-4. $4,490 to $5,390_____- | 5 
GS-5. $4,040 to $4,940______ ae 42 
GS~4. $3,755 to $4,325._..-._----| 21 
GS-3. $3,495 to $4,065__...-.-..-- 7 
GS-1. $2,960 to $3,530....._______| 3 
Grades established by the Di- | 
rector, International Co- | 
operation Administration (68 | 
Stat. 833): | 
ICA-—-4. $11,485 to $12,650____| 1 
ICA-5. $9,900 to $11,165_ ____| 9 
ICA-6. $8,325 to $0,515. ...../...- 
ICA-7. $6,990 to $8,140_____-| 1 
ICA-9. $5,970 to $6,925__.-__} 1 
Ungraded positions at hourly 
rates equivalent to less than | 
OOD. occicvn al ce at sie 2 
Total permanent.-_-- Ss 182 
Deduct: 
Lapses iri sich ts arin in te Fos wt ane 18. 
Portion of salaries shown 
above paid from other 
| RGSS eae 5.3 








1$64, 978 


11 


11, 
10, 
4l, 


10, 
140, 


10, 
31, 
10, 


134, 


194. ; 


10, 


37, 


} | 
| Total salary 


374 


170 | 


169 


126 


813 
334 


, 606 


, 667 
2, 830 
7,010 | 
», 614 


5, 048 


055 


816 





NwNomwnwre 








— i OO 








1960 estimate 


$71, 170, 


13 


nwNoonNe 
cn os += DO 


to bo 


_ 


10, 


10, 
10, 
42, 
10, 
10, 
177, 
105, 
43, 
2, 258 
, 627 
213, 
129, 
23, 
10, 


25 


> 


079 


374 


813 | 


419 


169 | 


126 


813 
334 


, 835 


1, 357 
2. 334 
. 586 


150 z 
, 394 


, 150 


, a9 


, 092 


379 
629 


495 | 


150 
150 
903 
247 
888 


155 
021 
150 
254 


002 


, 301 


441 
010 


3, 614 


5, 115 | 


043 


313 | 


, 044 


hoi e 


~ 








1961 estimate 


' 
Total salary} Number | Total salary 





$ 


6, 736, 980 


13, 374 
12, 813 
24 877 
24, 169 
12, 813 


13 042 
12, 563 


11, 835 


11, 835 
12, 563 


10, 15( 


52, 873 


So 
ow 
so : 
sso 5S 


10, 379 
10, 629 
42, 495 


10, 379 
180, 295 
| 98, 216 
j 38, 043 
| 56, 076 
| 25, 627 
222, 951 
123, 760 
| 18, 886 

10, 254 


1, 369, 651 
65, 044 


28, 371 
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Detail of personal services—Continued 












































: 1959 actual 1960 estimate 1961 estimate 
| _ . 
salary | Number |Total salary} Number |Total salary) Number |Total salary 
' } | 
| INTERNATIONAL COOPERATION | | | | 
ADMINISTRATION—Continued | | | 
| | | | 
36, 980 Grades and ranges—Continued | 
—== Add: 
Portion of salaries carried | | | 
in other position sched- | | } | 
13, 374 ules paid from this account-| 11.4 $83, 160 | 11.7 | $90, 920 | 27.8 | $208, 557 
i sateen epaasaades erteecna itscis oa ain nia aceon boa cigars sinc ha caapaiaty 
12, 813 Net permanent (av- | 4 
24 877 erage number, net | 
24, 169 salary): | 
12, 813 United States and 
possessions ee 159.2 | 1,104, 886 | 186.4 | 1, 273, 606 199. 4 1, 374, 893 
13 042 | Foreign countries: 
12, 563 os PEON oo cccee 10.7 110, 938 12.0 | 118, 000 11.0 | 109, 900 
Positions other than permanent: | | 
United States and possessions: | | | 
lemporary employment-.-..|......---- ye GO WOR tc 79, 1 
11, 835 | Part-time employment see ee = j I an a Oe 
Intermittent employment--_-_|........-- , ot) a Lee tc. s5ansces 1, 000 
11, 835 Other personal services: | | | 
12, 563 Regular pay above 52-week | | 
Ds a Sa Gp ansnkacs | WE OP Geo cecenas 5, 487 
cae Overtime and holid: TNE Eg ccarswcnscs eT cs cavendeini BN Be ana so cnne 2, 000 
10, 150 Nightwork differential__....}.........- | DE boiiscaceon that latasietat tc atta Melee taba seiee ta semen ote 
52. 873 Living and quarters allow- | | 
NO Jot cope eees Seed ses ul es asad ch TE GOB rcinceect nc gc eas 25, 400 
Payments to other age oncies | 
10, 150 for reimbursable details___|_......--- | OTE ee hccienee | 10, O00 42.3 52: | 10, 000 
oe ee Additional pay for service | | 
On oi | a TG Cote cus _| 17, 679 
10, 37 eee feereneeneeneen asomeenenson: ean rae matin 
01 Personal services-......-......-- aaemweasl 1, 331, BIG ccs ces hk Bp OED icceea see | 1,625,910 
10, 150 —— | -— >| == = —— >| = 
DEPARTMENT OF THE ARMY | | 
10, 379 
151, 592 Grades and ranges: } 
GS-14. $11,355 to $12,555: 
10, 379 General supply officer___-.- 2 24,419 | 2 | 24, 878 | 2 24, 668 
10, 629 Supervisory mechanical | 
42, 495 RII ens at eesens ne 1 » i 12, 334 1 
eo | Supervisory supply officer_- gC 36, 255 3 36, 753 
10,379 | GS-13. $9,890 to $11,090: | | | | 
180, 295 Administrative officer__...-- oo wa 10, 629 1 10, 629 
98,216 | Engineer... aelate ly mektacn Gaceon 2 3 SE Se fosecs no nseteado wes oi 
38,043 | General sup ply officer ......- 2 3 21, 736 2 21, 487 
56, 076 Supervisory supply officer-- 2 | - 21, 716 2 21, 487 
25, 627 GS-12. $8,330 to $9,530_-..--...- 7 , 367 | 11 102, 478 3 27, 665 
222, 951 GS-11. $7,030 to $8,230..-------- 14 , 572 | 16 128, 132 9 72, 072 
123, 760 GS-10. $6,505 to $7,405_.-------- 2. 3) 3, 936 | 4 28, 456 2 14, 082 
18, 886 GS-9. $5,985 to $6,885__.-.---- - 10 | 64, 441 | 11 | 74, 085 7 { 45, 574 
10, 254 GS-8. $5,470 to $6,370...-------- 1 5, 782 | ae 11, 710 ] 6, 074 
GS-7. $4,980 to $5,880__..-_--__- a 42, 258 | 10 58, 854 | 6 33, 588 
GS-6. $4,490 to $5,390_...--.--- 7 33, 635 5 26, 950 7 35, 672 
GS-5. $4,040 to $4,940_...-.----- | 8 35, 496 | 9 | 41, 931 8 37, 272 
GS-4, $3,755 to $4,325........... 4 16, 124 | 4 17, 304 3 12,417 
11, 502 Ungraded positions at anual | | 
84,156 | rates less than $9,890_......_-- 61 | 53, 436 49 | (N08 - ... nual esnnden een 
8,341 | |__| |—_—_-|- — —— 
ae Total permanent... ..------.- 135 584, 671 | 135 | 697, 268 57 411,77 
5, 990 aS ea 6.0 | 31, 113 | 1.0 | 4,950 1.0 4, 950 
Net permanent (average number, 
6,115 | het salary): | | 
iammmee | United States and possessions... 54.0 | 377, 989 | 56.0 | 400, 695 6. 0 406, 824 
369, 651 Foreign countries: | 
Dc SORRNn kectccnucawnene 16.0 | 123, 885 | 29.0 | 245, 073 oni I peat ee sedation 
65, 044 EG0hl TOME: goto ccaceces | 59.0 | 51, 684 49. 0 46, 550 Sy Se he 
Other personal services: | 
Regular pay above 52-week | | 
28, 371 base_- hose ee rah 2,2 ela koa ive ona da Ae Eemacans as 4, 52 1, 575 
Overtime and holiday pay--]---.------ RG escwevace , 915 1, 600 
Additional pay for service | 
IR sols es 5 cen Re a oy, 1) ae De Bsikicoedie ie euks sansa 
Oh ORSON) GRP ICOR = 2 sac ovenanfucssnenss 603, 502 | as 740, 222 ; 409, 999 
ane = i 
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Detail of personal services 
1959 actual 
Number | Total salary 
CORPS OF } ! s RMY 
(73-4 5 Sh SS S 0 
Ly 1 | f 5. Ot 
Net per ‘ en 
ber, ne¢ 4 2, 330 
Pe t ‘ 2, 33¢ 
PAE M ) MMi ( 
S-] $12 = % I7( 
Cher “ 3.9078 
Coor t er! 
tatist 14. 456 
C hie I 13, O78 
Project leader ] 12, 771 
tS-14. $11,355 to $12,55 
Assistant chief of division l 11, 606 
Assistant coordinator, inte 
national activities l 11, 357 
Assistant to coordinator, 
international statistics . . 
Chief, consultant branch l 11, 606 
Chief, international staff ‘ 
Physicists sé 2 25, 12¢ 
GS-13. $9,890 to $11,090 
Chief, international staff _- l 11, 336 
Chief, training branch 1 11, 107 
Industrial specialists l 10, 858 
Portspecialist (project man- 
agel , stains an 1 10, 156 
Technologist ~ ‘ 1 11, 107 
(75-12. $8,330 to $9,530__- —. t 34, 537 
(75-11. $7,030 to $8,230 ae 6 46, O47 
GS-10. $6,505 to $7,405 aie ‘ 
(S-9. $5,985 to $6,885_..._- - 5 
(7S-7. $4,980 to $5,880 10 57, 597 
GS-6. $4,490 to $5,390___ z 3 16, 058 
GS-5. $4,040 to $4,940_- 9 43, 128 
GS-4. $3,755 to $4,325___-- 7 28, 820 
(75-3. $3,495 to $4,065 9 33, 698 
GS-2. $3,255 to $3,825 l 3, 827 
Grades established by the Di- 
rector, International Coopera 
tion Administration (68 Stat. 
833 
IC A-3. $12,830 to $14,190. __ 6 $2, 155 
ICA $11,485 to $12,650 __ 17 205, 120 
IC A-5. $9,900 to $11,165 25 265, 048 
ICA-—6, $8,325 to $9,515 34 301, 445 
IC A-7. $6,990 to $8,140 15 112, 417 
IC A-8, $6,435 to $7,415 > ; 
ICA-9. $5,970 to $6,925 ___- 1 24, 763 
ICA-10. $5,500 to $6,435 D 28, 050 
ICA-12. $4,460 to $5,390 
Total permanent nite 177 1, 504, 869 
Deduct lapses . : 38.9 374, 503 
Add portion of salaries carried 
in other position schedules 
paid from this account __. 5 3, 624 


Net permanent (average num- 
ber, net salary 
United States and posses- 
sions - 61.3 397, 124 
Foreign countries: U.S. rates 77.3 736, 866 
Positions other than permanent 
lemporary employment 
United States and pos- 
sessions . . 12, 95 
Foreign countries: U.S. 
rates 


Continued 


1960 estimate 


Number | Total 








On 
4 J 
] , OTS 
l 14, 456 
14.29 
: = 
l 11, 60t 
1 1, 606 
7 11. 83 
] 11. 83. 
11. 606 
] 4 YO] 
l 10, 37 
l 11, 107 
43, 638 
6 46, 563 
1 7,114 
S 51,951 
11 62, 029 
l 5, 408 
s 38. 405 
7 28, 787 
7 26, 851 
1 3, 827 
9 119, 506 
21 250, 323 
27 281, 141 
37 3 7 
15 I 
+ i 
l 6, 614 
l 616 
2 8, 944 
187 1, 630, 166 
25.5 247,031 
3, 83 
63.1 $31, 200 
Us. 9 155. 770 
23, 900 
11. 700 


1961 estimate 


AS 
$13 
l 14 
: 14 
' 
i id 
1 1] 
1 1] 
1 1] 
1 1 
| 
l 1 


1 10, 

] ll 

§ 43, 
h 
1 
Q 
11 

3 

9 120. 

21 251 
32 
36 
Ls 
3 


1 , 
2 9, 
91 1, 685 
8.0 45 
4 

67 460 
16.0 1, 133, 














ay 








11, 835 
11, 83 
11, Sb 
95 12 
10, 15 
11, 107 








120, 718 
251, 1é 
330, 102 
320, 027 
114, 507 

19, 9S 


6, 718 





460, OO 
1, 133, 37 


18, 30 
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Detail of personal services 


1959 actual 


Number | Total salary 


DEPARTMENT OF COMMERCE—COn. 


Grades and ranges—Continued 
Other personal services 
Regular pay above 52-week 
base 


Payments to other agencies 
for reimbursable details 
Additional pay for 

ibroad___ 


service 


Personal services 
ARM CREDIT ADMINISTRATION 


r personal services: Payments 











* $3, 
Overtime and holiday pay ae, 29, 5 








ther agencies for reimbursable 
tails Se alain ie 17, 789 
01 Personal services =n 17, 789 
FEDERAL AVIATION AGENCY 
ides and ranges 
7S-16. $14,190 to $15,150 
Chief of division + 
GS-15 0 to $13,970: 
“hief of division ae 1 13, 070 
Deputy chief of division 
International services officer 2 
Chief training division... 
3-14. $11,355 to $12,555 
Deputy chief of division - - - 1 11, 595 


International services officer. 
International liaison officer. 
rechnieal specialist 

Chief training division_- 
ducationist 


3. $9, 890 to $11, 090: 


KF 
GS-] 
I 
( 

















ternational services officer. 4 44, 140 
‘hief, training division _ . l 10, 610 
Educationist ine 
International liaison officer ] 10, 130 

GS-12. $8,330 to $9,430 3 24, 990 
Gs $4,980 to $5,880 1 
GS-. $4,490 to $5,390 1 
GS-5. $4,040 to $4,940 2 5 
GS-4. $3,755 to $4,325 x 5 20, 105 
Grades established by the Di- 
rector, International Coopera- 
tion Administration (68 Stat. 
833 
IC A-2. $14,190 to $15,180__- > 
IC A-3. $12,830 to $14,190 2 
IC A-4. $11,485 to $12,650 31 
IC A-5. $9,900 to $11,165 64 
IC A-6. $8,325 to $9,515 16 
IC A-7. $6,990 to $8,140 . 1 
IC A-9. $5,970 to $6,925 = l 
Total permanent__-- 138 1, 377, 730 
Deduct lapses 20.0 204, 406 
Add portion of salaries carried in 
other position schedules paid 
from this account 93.2 182. 763 
Net permanent (average 
number, net salary 
United States and pos- 
sessions. 112.8 623, 359 
Foreign countries: U.S. 
rates 98. 4 1, 032, 728 
Positions other than permanent 
lemporary employment 
United States and pos- 
sessions ao ‘ 11, 295 


Foreign countries: U.S. 


rates 


Number 


Continued 


1960 estimate 


4 $0) 
l Ss 
) ( 
) } 
5 20) 
15 192 
27 324 
7] TEI 
%) LOS 
1 
l 6 
169 1. 669 
21.0 214 
19 rf 1. O38 
218. ( 1,217 
118.0 é 


Total salar 


mor 


SOU 


YOO 


SY 


4 


SOO 


SO 


y 


1961 estimate 


Number | Total salary 


211 


129 


196, 6 


1, 848 


390, 


688 
A) 


Lal 


xO) 


9G° 


wi 


SO) 


AK 


190 
000 


185 
3335 
1M 


iv 
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Detail of personal services—Continued 





| 




















1959 actual 1960 estimate 1961 estimate 
7 — mee — 
| Number | Total salary; Number | Total salary; Number | Total salary 
. em = em | ‘ieee ——— — a 
FEDERAL AVIATION AGENCY—con. ‘ 
Grades and ranges—Continued | ’ 
Other personal services | | G 
Regular pay above 52-week a 
a oe eae isaac DAE dctescccnen BT Sica cca $10, 485 
Overtime and holiday pay--./|.......--- PE iio coins sbi aa pckAire heienk anecae biouaies cheats 
Payments to other agencies | | | | 
for reimbursable details__.}........-- RD Walaa uidieenceetd | SS : 61,050 | 
Additional pay for service | 
NN st ni es te on ie Di mmmniakinas | 91,197 j_- osal 102, 535 j.....- = 143, 910 
ee eT RR ns sede cc bawiedew naka | 1,776,215 _.-| 2,705,020 | a 2, 922, 475 
DEPARTMENT OF HEALTH, EDUCA- 
TION, AND WELFARE 
| 
Grades and ranges | 
GS-15. $12,770 to $13,970: 
Director, education mis- j 
sions branch js l 12, 771 1 13, 0&3 1 13, OR 
I ei l 13, 970 1 | 13, 97 
GS-14. $11,355 to $12,555 | 
Assistant to assistant com- 
missioner s a 1 11, 835 1 11, 835 1 ' 12, O85 
Assistant to director, edu- 
cational exchange and 
training branch pil tha eabea ates 1 11, 606 l 11, 60 
Chief, area section—educa- | 
tion : Sesion : 1 11, 835 1 11, 835 1 11, 835 
Chief, international training | 
URTOERS ; 5 <asooun : aaa a a 1 | 11, 357 
Chief, technical assistance | 
section ae a le ne a eee ] 11, 357 1 | 11, 357 
Director, international co- 
operation, maternal and 
child health = njasantcinuateiin esi 1 12,813 | 1 12,813 1 12,8 
GS-13. $9,890 to $11,090: | 
Assistant to director, edu- 
cational exchange and 
training branch _-_-- : 1 PESBOE Axcdoemecce ‘ Geonelccmbne tee din - 
Chief, international training 
programs ke 3 1 10, 858 1 | 11, 107 ie aa js atieanes G 
Medical officer gee eal 1 | 11, 090 1 | 11, 0% 
Medical officer, maternal | 
and child health 1 11, 107 | 1 | 11,107 | 1 | 11,107 
Program specialist.......--- 3 30, 201 | ao 46, 883 ea 47,610 | 
Senior staff officer__...--- 1 9, 901 l 9, 901 1 | 10, 15 
Social administration ad- 
viser-specialist, interna- | 
tional 7 1 9, 901 1 10, 150 1 | 10, 18 
Social welfare consultant. __.|....--- Seis ihcadiedelnsh et Goan aioe ates a 1 9, 9 
Supervisor of training, child \ 
welfare ee eR ae ie gaat hss aeleternia aati Raton aie ancadanieonare . l 9, 
GS-12. $8,330 to $9,530_- es 15 132, 062 18 157, 851 18 156, 88 
GS-11. $7,030 to $8,230.......__- 8 56,740 | 6 42, 930 2% 50, 49 
GS-9. $5,985 to $6,885 Bed 4 25, 334 | 4 24, 876 5 31, 157 
GS-8. $5,470 to $6,370. ___- 1 6, 074 , a 5, 470 5, 47 
GS-7. $4/980 to $5,880... ; 8 43, 467 | 6 | 31, 429 7 | 36,2 | 
GS-6. $4,490 to $5,390 _- ae 7 36, 131 13 | 13 | 64,82 | De 
GS-5. NNER 5 ne 29 «| 130, 545 28 33 147,38 
GS-4. $3,755 to $4,325._.....__- 2 «| 80, 770 19 21 | 83, Sf 
GS-3. $3,495 to $4,065_......___- 9 33, 404 | 8 8 30, 15 
GS-2. $3,255 to $3,825. - 2 7, 654 | 1 1 3, 2 Ot 
GS-1. $2,960 to $3,530 l | l 3, 098 j 
Grades established by act of 
July 1, 1944 (42 U.S.C, 207) 
Director grade 2 22, 552 4 39, 588 4 51, 38 
Senior grade . 7 76,012 7 76, 912 6 66, 05 
Grades established by the Di- 
rector, International Coopera- Gr 
tion Administration (68 Stat. 
833 | 
IC A-1. $15,510 to $16,500__. 1 15, 510 ao eal oneesecce* 
IC A-2. $14,190 to $15,180___- 1 14. Bao }...... on. ennee 
ICA-3. $12,830 to $14,190__- 14 | = 193, 150 9 | 23, 560 | 9 123, 54 
IC A-4, $11,485 to $12,650 33 21 } 255, 165 22 266, 850 22 260, 5 
ICA-5. $9,900 to $11,165 52 | 546, 990 41 | 31, 600 41 431, 60 
ICA-6. $8,325 to $9,515 44 | 390, 365 | 35 314, 210 35 314, 2! 
ICA-7. $6,990 to $8,140 4 22,170 |} 1 7, 200 l 7, a 
ICA-8. $6,435 to $7,415 on 6, 930 | oi 7,140 l 7,14 





late 


ES 


al salary 


SS 


143, 910 


2, 922, 415 


13, 08 
13, 970 


12, 085 


11, 60 
11, 835 
11, 357 
11, 397 


"11, 080 


11,107 | 


47, 61 
10, 14 


3, 058 


51, 


66, 05 
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Detail of personal services—Continued 





DEPARTMENT OF HEALTH, EDUCA- 
TION, AND WELFARE—continued 


Grades and ranges—Continued 
Grades established by the 
Foreign Service Act of 1946, 
as amended (22 U.S.C. 801- 
1158): 
Foreign 
officer: 
Class 1. $16,060 to $18,700- 
Class 2. $13,860 to $15,840- 
Class 3. $11,660 to $13,640- 


Service Reserve 


Total permanent----.- 

Deduct: 
Lapses 
Portion 
above paid from other 
ORRIIIER oc ccicnosecue occas 


Net permanent (average 
number, net salary): 
United States and 
possessions.-_----- 
Foreign countries: 
U.S. rates ac 
Positions other than permanent: 
Temporary employment: 
United States and pos- 
sessions - $ oe eat 
Intermittent employment-- 
Other personal services: 
Regular pay above 52-week 
base_.- cnc seaman qieayeel 
Overtime and holiday pay--} 


01 Personal services 


HOUSING AND HOME FINANCE | 
AGENCY 
Grades and ranges: 
GS-14. $11,355 to $12,555: | 
International housing ad- | 
viser 


Architect Ses 
GS-13. $9,890 to $11,090: Train- | 
ing program officer 


GS-12. $8,330 to $9,530__..__- + 
GS-11. $7,030 to $8,230_.._....-- 
GS-9, 


$5,985 to $6,885 














GS-7. $4,980 te 80) 4 
GS-6. $4,490 to $5,390__........- 
GS-5, $4,040 to $4,940__- 

GS-4. $3,755 to $4,325_.....-- 
GS-3. $3,495 to $4,065...-....... 


Total permanent__.........- : 
Deduct lapses | 


Net permanent (average | 
number, net salary) 
Other personal services 


pay above 52-week base_- 


Regular 


01 Personal services : | 


DEPARTMENT OF THE INTERIOR 


Grades and ranges: 

14, $11,355 to $12,555 
A gricuitural economist si 
Engineer, chief division of 
foreign activities_........- 
GS-13. $9,890 to $11,090: | 

Project engineer 

Head technical cooperation 
branch neta nee aa 
Head training administra- 
tion branch 


Gs 





1959 actual 





Number |Total salary 


5 $74, 300 

6 88, 440 

272 2, 390, 843 
22.6 183, 442 | 

1.5 13, 656 

99.2 619, 338 

148.7 | 1,574,407 


3l, 
9 


1, 993 
183, 





anal, ay Sid, 





3 | 36, 733 

1 9, 901 

3 25, 272 
3 22,797 | 
io 1 . 5 SRG 
1 5,096 | 

2 9, 755 

4 16,473 
a 7,030 | 
20 138, 943 | 
3.1 19, 095 
ena ils | 
16.9 119, 848 | 

susie al 534 
= = 120, 382 
1 12, 334 


11, 835 | 


1 11, 107 | 
1 10, 150 
i 3 9,901 | 


1960 estimate 


Number 








| 


8 | $130,680 | 
5 | 72, 600 
mo 12, 650 
255 2, 232, 063 
17.9 | 121,280 
1.5 13, 918 
| 
112.8 734, 475 
122.8 1, 362, 390 





sian 33, 754 
iduwouseee ¥, WUO 
napa eaeigte | 5, 112 
CEE 180, 956 | 

—~-|— 
} 2,325, 687 
ee eee 
| 
| 
1 | 11, 606 
2 | 24, 169 
} 
2 20, 779 
2 16, 931 
5 6, 378 
- 
] 
4 
1 
21 151, 107 
2.0 6. 399 

19.0 134, 708 

plait aaa 1,192 
135, 900 

] 12, 563 

1 11, 835 

1 11, 107 

1 10, 150 

l 901 


| 


Total salary) Number 


1961 estimate 


Total salary 





8 $130, 680 
5 | 72, 600 
1 12, 650 
267 2, 305, 397 
9.1 61, 633 
| 
1.5 | 13, 985 
131.8 | 845, 089 
' 
124.6 | 1,384, 690 
| 
is icant 44, 361 
siciestiah | 4,000 
| 
= 2, 816 
_| 187, 656 
| 2,468, 612 
| 
a3 608 
2 20, 280 
$ 34, 091 
4 } 28, 870 
3 17, 970 
2 | 10,338 
3 13, 353 
6 24, 003 
2 «CO 174, 531 
1.4 | 8, 703 
24. € 165, 828 
672 
166, 500 
| a 
] | 12, 563 
| 
1 12, 085 
] 11, 107 
1 10, 379 
l | 10, 150 








Gr 


ides and rang 
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} 
De fa of Sonal S¢ 


pr 
1959 actual 
Total salary 


Number 


DEPARTMENT OF 
continued 















1es Continued 
GS-12 to $9,531 3 $25, 750 
(75-11. $7,030 to $8,2 1 8 237 
GS-9, $5,985 to $6.88 1 6. YOR 
(75-8. $5,470 to $6,370 l 6,074 
as $4 O80 To SA SNL 1 5, RSH 
(rs—t $4,440 to $5,390 3 15, 892 
(is $4,040 to $4,940 4 18, 304 
GS-4, $3,755 to $4,325 1 4, 32k 
Grade establishe by the 
Director International Coo 
eration Administration OS 
Stat. 833 
IC A-2. $14,190 to $15,181 1 15, 180 
IC A-3. $12,830 to $14,144 1 14, 20 
IC A—4. $11,485 to $12,650 12 150, 827 
ICA $9,900 to $11,165 & 88, 625 
IC A-fi. $8,325 to $9,51 9 18, 336 
IC A-7. $6,990 to $8,14 5 
IC A-10. $5,500 to $6,435 
lotal permanent $4 
Deduct lapses 5.4 
Add portion of salaries carried 
I other position s edule 
id from this account 1. ( 9, 434 
Net permanent iverage 


number net salary 


States 


ind pos- 


escions 2. 4 138. 18\ 
Fore n countries: U.S 

rates 19.2 228, 17¢ 
Positions other than permanent 

Intermittent employment 2, 678 

Other personal services 

pay above 52-week 

659 

ind holiday pay 2, 26 


t ther agencies 


deta 





31, 399 


DEPARTMENT OF 




















GS-15. $12,7 $13,970 
Division chief 1 13, 978 
GS-14. $11,355 to $12,555 
Deputy division chief 1 11, 835 
Labor adviser 3 34, 549 
Program coordinator 1 12, 563 
Program supervisor 3 35, 276 
GS-13. $9,890 to $11,090 
Administrative officer P 1 9. 901 
Area training supervisor 1 10, 150 
Labor law specialist 1 10. 150 
Program officer 1 9, 901 
safety specialist l 11, 107 
GS-12. $8,330 to $9,530 oF 228, 466 
GS-11. $7,030 to $8,230 10 7a. 79R 
ZS-9. $5,985 to $6,885 F, ’ 
GS-7. $4,980 to $5,880 4 21, 590 
GS-6. $4,490 to $5,390 9 10, O67 
GS-5. $4,040 to $4.940 18 &1. 494 
GS-4 3,755 to $4,325 2) 85, 209 
GS-3. $3,495 to $4,065 9 7 O3t 
lotal permanent_._-. 102 
Deduct lapse 9.9 
Net permanent (average nur 
ber, net salary 92.1 (21, 789 


'7CeS8 


Continued 


1960 estimate 


Number 


13 
1 
0 
42 
lo 


Total salary 


16, 474 
13, 812 
6, 24 
5 SSG 
16, 224 
18, 761 
4, 326 
30. 3K 
158, 468 
107. 169 
115, 72 
29, 760 
5 mM) 
610, OOF 
155, R86 
18, 764 
175, 149 
297, (30 
6.1] 
17. 50K 


3. OTR 
12. OSS 
35. 048 
12, 563 
ar ris 
10. 150 
10. 150 


10, 379 


10. 156 
11, 107 
238, 401 
100, 648 
25, 48 
22, OY 
14, 872 
89.117 


751, 880 
68. 470 
683. 410 


Nu 


191 estimate 


nber 











Total salary 





| 
| 
| 
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Detail of personal services— Continued 


1959 actual 1960 estimate 1961 estimate 


Number Total salary! Number | Total salary); Number |Total salary 


DEPARTMENT OF LABOR—Continued 


ue nd ranges—C ontinued 

















$26, 478 I ons other than permanent 
23, 754 Temporary employment 
6, WE L nited States and posses- 
6, 240 sions_. $104, 914 $91, 300 $85, 020 
5.885 | Intermittent employment 131, 325 160, 9OO : 146, 500 
16, 224 Other personal services 
19, 198 Regular pay above 52-week 
4, 326 base _ ‘ = 2, 773 6, 240 seco 3, 100 
| Overtime and holiday pay 4,511 +, 100 4 300 
i — - — 
I nal services ‘ P 865, 312 . 945, 950 eniu 946, 320 
th) ( = aa = <=. - = —— 
238, 664 : 
247 299 ADVANCES AND REIMBURSEMENTS, Economic ASSISTANCE 
118, 14 
7, 20 | Detail of pe rsonal services 
{ 
S38, 8K - 
y9" 534 1959 actual 1960 estimate 1961 estimate 
143 Number | Total salary} Number |Total salary} Number Total salary 
INTERNATIONAL COOPERATION 
} ADMINISTRATION 
172, 481 
qes and ranges 
-Q4 (GS-15. $12,770 to $13,970 
Engineer 1 $13, 978 l $13, 978 
GS-14. $11,355 to $12,555 | 
Engineer ae 1 11, 606 | l 11, 606 - 
(8-13. $9,890 to $11,090 
3 14 Accountant ] 9, 901 l 9, 901 
an” 1 Auditor , 4 40, OS2 5 $9, YS 
Implementation specialist l 9, 901 l 9, 9O1 
141.274 | GS-12. $8,330 to $9,530 . { 34, 091 t 34, 341 aa 
| GS-11. $7,030 to $s,230__.- es : l 7,030 
133, 673 GS-10 1,505 to $7,405 ] 6, 968 ; : ees? 
GS-9. $5,985 to S6,885 2 11, 980 $ 18, 262 1 $5. 990 
159. 648 (GS-7. $4,980 to $5,880 Ss $3, 223 4y 418. O63 l 5 74] 
GS 3 i2, 605 3 13, 791 
iS-4 4 16, 951 4 7, 138 
GS-1, $ l 2, 974 | 5, 058 
(rrades established by he 
Foreign Service Act of 1946, as 
13, 978 mended (22 U.S.C. 801-1158 
D.- Foreign Service Reserve 
12, ORS officer 
35, 207 Class 2. $13,860 to 
12. 563 $15,840 . 2 
36, 005 } Class 3. $11,660 to $13,640 2 25, 314 2 25, 314 
| Class 4. $9,960 to $11,550 l 11, 294 }_. 
F | Class 5. $8,140 to $9,790 . ‘ ‘ l % O94 l S. OS) 
| Foreign Service Stat? otticer 
Class 9. $5,585 to $6,650 2 12, 251 1 6, O11 l 6, 24 
Class 11. $4,650 to $5,500 l 5, 512 I 5, 512 l 512 
Total permanent 39 208, 999 39 283, 483 32 469 
Deduct lapses. 12. 1 66, 388 1.8 32. 403 
Net permnanent (average 
number, net salary) cu 26.9 232, 611 34. 2 251, O8O . 
Other personal services 
Regular pay above 52-week 
base cs SO4 1, 790 : 124 
Overtime and holiday pay ; 1, 336 
. rsonal services... sinks ‘ 234, 841 252, $70 |_. 32, 5Y 











I O! I 
Grades T f 
GS-14. $ 355 to $12 
Execu I 1 $12, 5¢ 1 $12, 5¢ 1 $12 
I fies 11,8 l 11, 83 
GS-13. $9.890 to $ O90: Spe ] 
GS-12. $8,331 $ 3 3 25, 023 25, 272 { él 
GS-11. $7. T »s , 21 "A 14 ) 1, 3] 
GS-9. $ s Sy) SRS 1 6. 13¢ 6, 136 
GS-7. $4,081 S5 SSO » 10.878 9 1] 11 " 
Gs). $4 ( $ ; ° 1 443 ] 0 l 4 = 
G S4 $4,940 Z x0, 1S 25, 23 
GS-4. $ S430 l 4, 765 2 & Oo 2 11.8 
Gs $34 $4, l 3,515 1 3 5] 
(y t t ne if 1 ‘ KF 
( se e Act iY 
¢ ‘ | ~ ¢ RO1-L15S 
Fo « ‘ ce office 
{ S ) to 
SLs, l 16, O78 
( ¢ gd) te 
$15, SAl l I RN a a a 
Cla 3 $11,660 to 
$ 1{) 5 1,625 3 8, O01 12, 334 
C] bP $11 ‘ : 130, 268 ! S x 7 - "7 
( eX 14 »$ " q ). 1s. TR ) ony 
( Y.7 to 3s 1.09 { ; 1 31 09 
( $5,61 Bi Hil 6, 282 | 282 6, 282 
I ( Rese t 
( 1 $16.060 ) 
$18.7 { 15 l QF 17, 82 
Cc} S$13.800 tc 
$15.84 { 61 i I i Bg 
G SLL At ti 
$ 9 94, 669 
cc £0 900 to S11L.550 2 39 918 _ ee 
Fore S est ‘ 
C] $10,030 t 
$11 62 f 3, 84 3, 894 
o 4. $9,095 to $10,231 2 19, ¢ 28, 99 2 9, 615 
( SS 345 to $Y 3 9S, OA 22 9 
( ¢ 10 to $8 9 16, 474 9 16, 682 “ps, ipreers” 16, 682 
( $6,990 to $8,050 3 22, 694 3 2, 694 7, 218 
C ' $5,585 to $6,650 2 13 i 
( 10. $5,115 to$6,17 39, 584 1 22,714 3 16, 724 
( $4,650 to $5,501 l 53, 642 ' 43, 34 i 34, 027 
( $4, INC d0,02 Lt 43,972 13, 708 l 1, 1 
( 3. $3, $4, SS¢ l RO 1 3 Su | 3 2H 
I iy t ' 
nualr t $Y SU 
Lo yyees 91 197, 11¢ 81 182, 801 58 132, 827 
I t nent 197 1, O86, 669 156 lif p74, 244 
De t 22. 1 138, 071 13.3 3.9 3, 952 
Net 1 ent iver 
i imber, net sal- 
iry 
| ted States ind 
possessior 19.5 139, S4¢ 22. ¢ 167, 71 22.6 167, 71 
F ore hn countries 
S. rat 71.6 623, 03 44.4 $44, OU2 33. 7 271, O82 
Local rates 83.8 185, 717 7 176, 338 s 131, 50 
Positions other t 1 per 
mane 
Inter ittent employ 
ent (local rates) __ 2 070 2 000 a 1, 5 
Other personal service 
Regular pay above 52-week 
ba 4 3, 560 4, 24t : 1, 545 
Overtime and holiday p 7, 442 7, 695 7, 185 
Li ind quarters allow 
Anes 43, 528 47, 592 43, 10) 
Additional pay for service 
I a | 1, 851 . a bial 
- | — 
01 Personal services............... f 1, 007, 049 , | 754, 673 | 623, 689 


ADMINISTRATIVE 





924 
EXPENSES—STATE (SEC 


411(e 


Detail of personal services 


1959 actual 


Number |Total salary} Number |Total sal 











Detail of personal services—Continued 


1959 actual 1960 estimate 1961 estimate 





: | 
Number | Total salary}! Number |Total salary); Number | Total salary 
_ | 
alary co De oo hls samen ics 7 ) 7 
INTERNATIONAL COOPERATION } 
AD MINISTRATION | 
| 
lt snd rat res 
GS-15. $12,770 to $13,970: 
Chief, trade policy stalf l $13, 978 > 178 
Liaison officer EDA 





ind ACEP 2 Set . ses ‘ 5, OS l $ 




















cn ‘ - 13. ( $13. 083 
GS-12. $8,330 to $9,530 2 18, 367 2 1S, 3t foo z 
GS $4,040 to $4,940 2 4, 443 2 4, OY 1 o, 242 
‘ rades established by the For 
‘ Service Act of 194¢ is 
1 ided 22 U.S.C SUL 
1158 
Fort 1 Service Reserve 
ollicer: Class 2. $13,860 to 
a l 14, 539 
x otal permanent 6 6, 327 t 17 2 18,3 
De ct lay a 0.1 2 4 é 17 
I ‘ t (average num 
| rr. ie sal \ re 5.9 AB, 040 2.6 | 18, 2 
Other | ynal services: Regular 
cones pa ve 52-week base _._- 162 l4 70 
~enene | nal services : - 6, 202 26, 110 18, 320 
ARTMENT OF COMMERCE, 
4 F FOREIGN COMMERCI 
: $11,355 to $12,555 
C nodity-industry ana 
t ate 1 11, 357 1 1, 60E l 11. 606 
17, 826 International economist l 11, 606 l 11, S3 l 11, 83 
iS-] $9,890 to $11,090: Pro- 
I I r l 11, 107 ] 11, 1¢ ] ll 7 
-<=-00* iS-12. $8,230 to $9, ” 19. 066 é 19, O6Ft “ 19, : 
(as-ll. $7 30 LO SS, 38, 335 ds OS 3Y 
re iS-9. $5,985 to $ 7 46, 614 7 16, 614 i 47, 258 
ae $4,980 to $5, 3 | 16, 162 3 lo, Lod = 16, 453 
$4,040 to $,! 6 27, 893 ( 25, 2 6 25, 644 
% R04 | ‘ 4. $3,755 to $4,: 2 | & 652 9 g 2 2 8’ 652 
19 | 
| tal pe 1anent On Oo). 742 28 191. 832 » 4, 398 
VOU eS 10. 1 62, 702 8.2 $s 8.3 W) 253 
Net ment verage nun 
} ts 17.9 128. 0O% 1 § 143, 74 7 t i 
OU CT er es tegu 
4, 181 | 2-week bast 492 1,12 0 
3, SVU 
: ervices.... 128, 582 144. Sf 144. 70K 
132, 827 re P - na 7 ~ 7 — 


167,710 | 


971, 082 


131, 50 
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DEPARTMENT OF STATE, OFFICE OF INSPECTOR GENERAL AND COMPTROLLER 


} . 7 
Deta of personal se CeS 


1959 actual 1960 estimats 1961 estimate 


Number | Total salary} Number ;Total salary); Number | Total salary 








Crem ( pt ( 1 £19 l l $19 i 
(75-18. S17. 5K ' 
Director 1 17. 514 l 17. 514 
Deputy Inspector Crenera l 17 514 1 17 
(78-17. $15,375 to $16,335 
Director ] 15, 392 l 15, 392 
Deputy Director l 15, 392 1 15, 392 
(7S-15. $12.770 to $13,970 
Deputy Director 1 12,771 1 12 771 | 
Executive stant l 14, 45 ] 14,456 | 
Special assistant 3 10, 43 3 40 4 
Assistant to Director 1 16, 515 l 16, 952 
In rator 2 27, 061 2 27, 0 
Cr f brancl $8,313 3 $8 
Chief of sta 2 25, 542 2 ) 
(Ss 14 $11,355 t » $12.5 
Administrative otlicet SN ae ‘ = 1 11,35 11, 357 


1 
taff analyst ‘ — é =e . . ‘ ] 
Investigator ex : APE : 4 48, 568 4 
Auditor-analyst Se ; eas Stacia ? 2,714 








Budget analyst ____- aS 3 4 45, 428 { 45,48 | 
Chief of staff , ill cota Rreuiiaascnt lesa ee 2 22,714 2 22,714 
uo 


13. $9,890 to $11,090: 
Budget analyst ne i ‘ l 9, 901 
Ct 























] 

“hief of staff Se ae SA ek Ee ON os l 1, 901 1 9% 
GS-12. $8,330 to $9,530 i cepaneakiceien anil l 8, 341 l 8, 34 
GS-11. $7,030 to $8,230 x Se ; 3 21,090 3 
(75-9. $5,985 to $6,885 ; et gaat, 2 13, 138 2 
GS-8. $5,470 to $6,370-_- = g a l 5, 470 1 
GS-7. $4,980 to $5,880 a Seas ea . 35, 670 7 
GS-6. $4,400 to $5,300_..........]........ 11 oO), 454 11 
GS-5. $4,040 to $4,940 12 48, 963 12 
GS+4. $3,755 to $4,325 3 11, 295 3 : 
GS-3. $3,495 to $4,065 l 3, 515 l 3, 
GS-2. $3,255 to $3,825 Skew. ~ 1 3, 370 ] 3,4 
Grades’ established by the 

Foreign Service Act of 1946, as 
amended (22 U.S.C. 801-1158 
Foreign Service officer 
Career minister sical oiled hia’ ia cat l 19, 261 19, 2f 
Class 1. $16,060 to $18,700 aes f 80, 390 82, 57 
Foreign Service Reserve 
othicer 
Class 2. $13,860 to $15,840_|______- a 41, 954 3 42, 
Class 3. $11,660 to $13,640_)_- oe Ss 60, 341 5 61, & 
Class 4. $9,900 to $11,550__|.._-_-___- ek l 11,003 l 11,2 
Foreign Service Staff officer 
Class 10. $5,115 to $6,175 cei cas 2 10, 23 2 10, 524 
Class 11. $4,650 to $5,500 ; 7 34, 31 7 34, & 
Total permanent 3 . 100 900, 664 100 909, 7 
Deduct lapses - - 18. 6 437,831 10.0 90, 97 
Net permanent iverage 
number, net salary 
United States and po 
SSIONS $3.4 0 Ww 72.0 657 
Foreigt yuntries, U.S 
rate 8.0 157, 831 18.0 161, ¢ 
I tions other than permanent 
Pa time 3, 800 16, Se 
other per ( 

Regular 2-week 

hase 3, 50) 3 

Overtime ty pay 1, OOO 1, Si 

Living illow- 

nee 41), GOO 48, 2h 

Payments to other agencie¢ 

for reimbursable details 34, dO 

Additional pay for service 

broad 14, 500 17, 5a 
Personal services 526, 59 M40, of 








LIMITATION ON ADMINISTRATIVE EXPENSES, DEVELOPMENT LOAN FUND 
ER 


Detail of personal services 


1959 actual 1960 estimate 1961 estim 


Number | Total salary); Number |Total salary) Number | Total salary 


Grades established by Mutual 























y of 1954 as 
ended (73 Stat. 246 
17. 514 | lent ippointment, 
17 514 $20,000: Managing direc 
mete 1 $20, OOK 1 $20, OO l dal 
15. 392 Excepted, $19,000: Deputy 
15, 392 managing director l 19, QO 1 bo, LA ] rN 
| Grades established under sec 
205(b) of the Mutual Security 
\ ? YU 73 st il 246 ; 
Exeepted, $14,000 and over 
VWeputy managing dl 
recror l Is OO) “ x & 
Assistal n 
Secretar ] 15, 163 l I l ed 
Gs $14,206 
( ' St 
or l 14, 435 14, 43 l 14, 68 
General cout 14, 2ut 14, 20 14, 43 
gineer l 14,4 1,4 14, 68 
. $12,771 to $13,978 
: hit cat aiid 12.77) 1 2 7 13. 083 
\ to assistant depu 
\ direct ‘ », IES , 13, 978 
\ cas 7 l 12,77 l 2 
Chief, economies division 1 13, 978 1 I78 12,77 
D t hief, loan imy 
ntation 1 13, 6S6 l 1 s l 13, 978 
Deputy chief, loan opera- 
: 1 13, 374 1 13, 374 | 13, 374 
1 ity re | counse l te . l aes 
| ¢ o 2 4 Zz e te 
| ‘ { s4 { S4 
! e officer ] l2 | 
| fice 3 41, 039 58 80, 87 
| l 12,701 2 Z t 2 2 ( 
Sry¢ l 13, 978 | 13,978 l 13, 978 
\ l I I o4 
At 1 11,3 
B | 11, 357 ee 
( l l ] R57 
42,9 e] . 397 
61, 8 Lx 
11, 24 La, os 
I omist ‘ 
10, 5% Engine I tw 082 oe 
34, 2 | entation assistant | ‘ 
_ ee | eas r y 44 i 47, ¢ 4 #8, 33S 
909, 7 | ‘ ticipation officer | - ~2, 114 
90,9 Special assistant 1 11,3 I : 1, OO 
= Gs $4,901 to $LL 707 
\ tant auditor in chic ‘ vm 
\ tant development and 
resentation officer l 9, AI 
657, 10 4 tant general counse l a 
Assistant to secretary-treas- 
161, 682 urer ; l 1, 901 , rn 
4 tant treasure 1Y 
16, St At ( 1M 4 ae 
; oO ' 
I et s 
3, 19 | lic l + UO] Y { . 
1, SU P | pation office 
2341 4 9 6, 6S ) ‘ i l 
48, 20 Gs Sr AVR) 1 { SH 2 1,755 i +5 
n . 4 ] F Ut) 24 ( tT 
34, dh »-8 701 } { - 
IS-7, $4,992 te - 634 1 ws JY o 1’ j 
17, Dt is $4,493 to $5,84 14 71, OSS ov . : “4 . 
4 (Re ee’ 40)8 ‘ $0, Y2¢ ’ 
G40, 50° = : r ; 
53909—60 59 
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Detail of personal services-—Continued 





1959 actual 1960 estimate 1961 estimats 
Number | Total salary) Number |Total salary) Number | Total salary 
DEVELOPMENT LOAN FUND con 
Grades ran Cont ied 
Gs—4. $3.7¢ $a HIS $3. St $3, 7t l $3. Ne 
GS-3. $3,515 to $4,368 2 7, 468 3 11, 067 
(78-2. $3,266 to $4,118 ] 3, 827 
GS-1. $2,974 to $3,827 : 2 5, 948 2 6, 
Ungraded positions at hourly 
rates equivalent to or less than 
$Y, 901 ] 4, 283 l 4, 38S l 44 
otal permanent 74 651, 483 124 1, O61, 304 178 1, 421,9 
Deduct laps 21.7 204, 42 26.0 208, 64 | 124.9 
\Netp ent l 
t , “ 44 ti3 is S52. 7K 150 207 
Position per ( 
rinitter nplovn t 2 ? 30, OO) l 2 vi 
2) per I Ss 
Reg pa t 2-Week 
base l ; t " 4% 
Overt nd holid pay 11, 4% 12, 2 
| ! llowance s Lot 
I oO other agenc 
for bursat ic 67. 599 { ( 9 
Exces ual le ‘ rne 
over it e taken 4 2 s, OO 5 , 
01 Personal services - j 5SY, 462 ‘ : 992, 500 1, 387, OO 


TRAINEES EXPENSES 


Mr. Mourruy. In connection with these participants or trainees you 
have referred to, Mr. Chairman, I want to be sure there is no mis- 
understanding on the part of the committee. These pe ople do not re- 
ceive any pay and they are not carried on any payroll of the aid pro- 
gram. What they do receive are per diem allowances occasioned by 
their travel, the fact that they are aw: iy from home. This is a travel 
expense, and the colleges they go to are paid the tuition, but the peo 
ple involved, if they are employees of anybody at all, are paid by ins 

regular employers back in the country from where they came. 

Mr. Passman. Is that handled by directive which you people worked 
out or is it in compliance with some act of Congress, that they op 
erate on that basis? 

Mr. Mourpny. It is certainly in compliance with the law, Mr. Chair- 
man. I do not know if it is dealt with specifically in the law, but the 
law contemplates we would give training and in the course of giving 
training the administrative decisions have been to limit the payments 
to travel expenses and to the tuition or costs associated with the actual 
training of the people. However, they are not put on a payroll and 
paid any salary or wage. 


TOTAL COST FOR TRAINEES 


Mr. Passman. I am almost sure that I speak for the entire com- 
mittee when I say that we are grateful to witnesses for volunteering 
to us information as to what they are doing, and how they are doing 
it, and in wanting the committee to understand what it is all about. 
We help make the laws, and we are supposed to know at least some- 
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thing of what it is all about. So I should say that we are familiar 


with this training program. 

Your per diem and all of these other kindred allowances in many in- 
stances exceed the salaries you pay to your own personnel; and at least 
t is for travel and other expenses, so it is out of this appropriation. 
W ‘want the record to show the total amount that goes to the trainees. 

Mr. Mcurpny. Yes,sir; I would be happy to do that. 

I wanted to be sure they are not counted as employees. They are 
jot employees. 

Mr. Passman. We do not think of them as employees. We quali- 
fied it by stating “trainees.” 


REQUEST FOR TOTAL PERSONNEL OF MSA 


Mr. Taner. How are we ever going to be able to tell what the total 
is unless we have an itemized statement of the number of folks work- 
ng for ICA one way or another? How will we know directly or indi- 
rectly where they are paid from unless we have that information 

Mr. Passman. That is exactly what we requested this morning. 

Mr. Taser. On one sheet, so we can see it. 

Mr. Passman. If we have to recess this committee until June in 
order to get a lot of these things about which we are asking for in 
formation, Which so far has not been forthcoming—and we intend 
to get it, either the easy way or the hard way—this committee is de- 
termined to ascertain the amount of mone y that is paid out of the 
mutual security appropriations for personnel, whether it be out of 
i appropriation made to some other Department of Government, 
such as the Interior Department or the Defense Department, or 
whether it is for trainees. We want it by category. We hope that you 
will cooperate in getting this information for us. , 

I want to assure the gentlement again that this committee is going 
to know as much about this bill as it can before any recomme ndation 
smade this year. 


(The information requested may be found in the Appendix at the 
end of the hearing.) 
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Wepnespay, Aprin 20, 1960, 
ADMINISTRATIVE EXPENSES, INTERNATIONAL 
COOPERATION ADMINISTRATION 
WITNESSES 


JOHN J. GRADY, DEPUTY DIRECTOR FOR MANAGEMENT, INTERNA- 
TIONAL COOPERATION ADMINISTRATION 
ACCOMPANIED BY 


INTERNATIONAL COOPERATION ADMINISTRATION 


JAMES P. GRANT, DEPUTY DIRECTOR FOR PROGRAM AND PLAX. 


NING 


EDWARD F. TENNANT, ASSISTANT DEPUTY DIRECTOR, CONTROL. | 


LER 

HARRY A. HINDERER, ASSISTANT DEPUTY DIRECTOR, PERSONNEL 

CLAYTON W. McALLISTER, ASSISTANT CHIEF, BUDGET DIVISION, 
OFFICE OF THE CONTROLLER 

JACK VAUGHN, ACTING DEPUTY CHIEF, CENTRAL AFRICAN DIVI- 
SION 

E. KUNZE, DIRECTOR, OFFICE OF CONTRACT RELATIONS 

G. W. LAWSON, JR., CHIEF, PUBLIC ADMINISTRATION DIVISION, 
ICA 

LOWELL J. CHAWNER, OFFICE, DEPUTY DIRECTOR FOR PLANNING 


DEPARTMENT OF STATE 


JOHN E. MURPHY, INSPECTOR GENERAL AND COMPTROLLER, 
MUTUAL SECURITY 


Mr. Passman. Now, we shall proceed with consideration of admin- 
istrative expenses for ICA. The principal witness will be Mr. John 


J. Grady, Deputy Director for Management, International Coopera- | 


tion Administration. 

He is accompanied by other witnesses. 

Also present is Mr. John E. Murphy, Inspector General and Comp- 
troller, mutual security program. 

We shall reverse the procedure just a bit here and vet the ceneral 
statement ahead of the figures with which we will deal. 

Mr. Grady, do you havea veneral statement you W ish to make / 

Mr. Grapy. Yes. 1 do. 

Mr. Passman. You may proceed. 


(FENERAL STATEMENT 


Mr. Grapy. I would like to say to you that this is my first oppor: 
tunity to appear before your committee and Tam glad of this oppor: 
tunity. Twas very recently nominated by the President and confirmed 
by the Senate to the position I now occupy. I was sworn in about § 
weeks ago and if you like, sir, I would be glad to make available a 
one-page, or half a page background résumé, or answer any questions 
vou have concerning nis background. 

Mr. Passman. Kindly proceed with your statement. 

Mr. Grapy. Thank you very much, sir. 

Mr. Chairman and members of the committee, the proposed fiscal 


vear 196] appropriation for administrative expenses of the Interna- 


tional Cooperation Administration, section 411(b), is $40 million. It 


Sty 


me 
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160, 
is estimated that S300,000 of prior ? vear balances will become avail: ible 
L, for obligation in fiscal year 1961, which, together with the requested 
appropr lation, will pro ide a total of S40.3 million for administrative 
expenses This amount does not include the nonmilitary administra- 
tive expe nses of the Department of State nor the cost of administering 
RNA. | the Development Loan Fund for which funds are being requested 
Da section 411(¢) and section 204(b), respectively, of the Mutual 
Security Act of 1954. as amended. Funds for the administrative ex- 
yenses of the Department of Defense are requested under section 
103(b) of that act. 
PLAN- The amount ap propriated under section 411(b) for gene ral ad 
| ministrative expenses of the International Cooperation Administra- 
TROL- tion In fiscal vear 1960 was 838 million. To this amount has been 


uded prior year balances (authorized for the first time in the Mutual 
.NNEL Security Ap ypropriation Act, 1960) of $509,845, thus providing a total 


ISION, obligationalav: wilability for the current fiscal year of 838,509,845. For 
omparative purposes this amount has been reduced to $38,429,145, 
DIVI- the difference of SSO.700 re prese nting the estimated cost for the print- 


ng of materials in connection with the International Cooperation 

\dministration and Department of State portions of the mutual 

IsIon, | security program presentation for which funds are being requested by 
the Department of State under section 411(c). The amount of 

INING S40.500,000 needed for general administrative expenses in fiscal year 
N61 represents an increase Of SLSTO855 over the comparable amount 
Pos 20145 for fiscal year 1960, 


)LLER, Approx mately S$842.500, or early half of the requested net in- 

rease is required for Africa, where - new American positions are 

eeded to strenethen statfs * existing posts and an additional 15 
vdmin- American positions are needed to staff at least three new posts 

John Funds appropriated for general administrative expenses under the 

opera | authority of section 411(b) will be used during’ fiseal vear 1961 

Wasl inmeton and in more than 65 oversea locations to administer 

| issistance programs for which the International Cooperation Ad- 

Comp- | ministration is responsible. This amount will enable ICA to carry 

out efficiently the objectives of the programs for which it is respon 

veneral sible: including executive direction of the entire program, financial 

and management analyses and controls, and administrative support 

/ | of its activities in Washineton and in the field. These administrative 

nds detrav the costs of salaries, transportation ‘ and related ex 


penses for the personnel required to deve lop and screen the program 

for each country, to assure that economic assistance achieves its 

| stated objectives and to insure that resources available (technicians, 

oppor | funds, materials, and equipment) are properly managed and etfec- 
vely Pah 


oppor 

firmed OVERSEA PERSONNEL PROGRAM 

about 5 | It is essential that adequate administrative personnel as well as 
ilable a sup porting resources be provided if we are e tfective ly to accomplish 
lestions | the work for which we are responsible, Included in this estimate is 


$700,000 for continuation of the administr: ative expenses portion of 
the oversea personnel program. This is approximately the same 
amount planned for fiscal year 1960 to continue the program inaugu- 
«| fiseal | rated in fiscal year 1959 by special authorization of the Congress to 
interna- | strengthen the personnel management program by improving recruit- 


ion. It | ment, selection, training, assignment, and utilization of oversea 
employees, 
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Thea gency has continued the improve ments in its tr: unine progral 
during t] 
plovees, a language training, in refresher and developmental trai 
Ing, and in preservice training. During the first 6 months of fisea 
vear 1960. 556 new employees and their dependents completed the 
3 weeks’ orientation program to prepare them for more etlectivi 
service overseas. During the same period 93 employees complete 
full-time language training in Washington, while ap proximate ‘lv one 
fourth of all oversea personnel were enrolled in mission languag 
training programs. The objective of our language training progran 
is to enab le persons occupying positions af whie h language IS @s 


‘present fiscal year in the orientation of new oversea em. 


sential eet one-third of all ICA oversea positions) to | 


acquire the required proficiency during their firs 6 months of assigi 
ment. 

During the first 6 months of the fiscal year, 254 persons were giver 
the opportunity to upgrade their nene i a professional skills 
to acquire broader or related skills, or to receive junior officer training 

Intensive training of selected asian in the development. pro 
graming process has been continued at the Institute for ICA Devel 
opment Programing, conducted for TCA by the School of Advanced 
International Studies, Johns Hopkins University. 

A special Africa studies program has been initiated with the as 
sistance of the African Studies and Research Center, Boston Univer 
sity, to provide intensive training of officers for tropical Africa pr 
grams. The first group of 20 will complete their training in May 196i 

ICA has initiated several steps in an executive development aul 
placement program. This carries out the spirit of a recent Pres 
dential directive on this subject. 


ORGANIZATIONAL CHANGES 


We are aware of the need continuously to strive to find better Ways 
to accomplish the basic objectives of the agency. Continued improv 
ments in planning and management are means to that end. I ree og 
nize that too much cannot be claimed in favor of changed organizatio 
or procedure until substantial evidence is available to prove whethe 
the changes introduced have in fact contributed to increasing the eff 
ciency of operations. However, I feel that we are in position to repor 
on some changes in organization and procedure which are now yield 
ing and may in the future vield measurable evidence of progress. 

As reported last. year, the merger of all regional and technical office 
under a single se nior offices li al Was : accomplished ana we have hi id abo 
a year of experience under this new arrangement. This change wa 
largely motivated by the recommendation of the subcommittee of thi 
House Foreign Affairs Committee as set forth in its February 
1959, report, It iS probab by too soon to report upon the success 6! 
this change. Tlowever, we believe that bottlenecks in program in 
plementation are being more quickly discovered and attacked: 
example, in two important areas we have made significant orgal 
zational changes this year. 

(1) The establishment of an Office of Supply Services was mot 
vated by the need to have one office which would assume centre al re 
sponsibility for the development and evaluation of the agency's pre 


curement policy and implementing procedures. We needed a sing! 
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oflice to carry responsibility for guiding and backstopping our field 
missions and the efforts of « ‘ooperating countries in their supply opera- 
tions. The new office was established in December 1959. We are 
hoping for real gains in speed and efficiency as the work of this office 
begins to be felt. 

(2) The new Office of Participant Training was established with a 
view to centralizing direction and control of our participant train- 
ing operations. This Office carries ceo? for the allocation of 
agency resources for participant training, for the development and 
issuance of training policies and proc ans, and for continuous 
evaluation of the participant program. Since it was established 
cently, it Is too soon to evaluate accomplishments. 

(3) In addition to the organizational changes already described, 
we have a or are in the process of introducing other changes 
of a functional or procedural nature. These are (7) the est: ablish- 
ment of smal] Papi ae control centers” located in training, contract- 
ing, and supply services offices intended to assure more efficient and 
faster document processing and reporting: (4) clarification and doe- 
umentation of agency procedures in the field of personnel adminis- 
tration: (c) the preparation and issuance of detailed management 
handbooks to guide our oversea staffs in such matters as procurement, 
property management, financial administration, and other adminis- 
trative operations: and finally (d@) the introduction of some auto- 
mation and the making of feasibility studies. 


SUMMARY OF INCREASES REQUESTED FOR 1961 


To summarize, the fiscal year 1961 increase of $1,870,855 is for the 
following purposes: 

(7) Approximately $357,000 is ra 15 American and 26 local posi- 
ons and related costs involved 1 ) opening at least three new loca- 
tions in Africa. 

(4) Approximately $671,000 is for 33 American and 31 local posi- 
tions and related costs needed to strengthen staffs in relatively new 
locations opened in the past vear or two. 

(¢) Approximately $487,000 is for 26 additional American and 90 
local positions and — ited costs which are needed to strengthen ad- 
ministrative staffs in Washington and in existing oversea locations 
and to fund for a full vear in fiscal year 1961 the costs of positions 
partially funded in fiseal year 1960. 

(7) Approximately $879,855 is required by reason of relatively in- 
flexible increased requirements such as automatic periodic pay in- 
creases for American employees ($306,000) ; similar increases for wage 
scale adjustments for foreign nationals ($189,000) : additional State 
Department and partic ipating agency support costs ($155,000); the 
agency contribution to the new Federal E mployees Health Benefits 
Act ($135,000) : and additional civil service retirement contributions 
and the agency's share of the Government employees insurance pro- 
gram (S94.85! 5). 

The foregoing increases, which total $2,394,855 are offset by a de- 
crease of $524,000. This decrease represents cost for 6 months of rent 
and related expenses for office space occupied by ICA in Washington. 
We are assuming that all leased space will be vacated by the close of 


ty 
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business December 31, 1960, and that ICA Washington employees 
will be housed in the Department of State Building and State Annex 


No. 1 

I believe that the increase we are requesting for fiscal] vear 1961 is 
required to enable ICA to administer effectively the continuing and 
expanded programs for which it is responsible. I wish to thank this 
committee for the understanding and support it has always given to 
our essential needs in the field of administrative management. 

(The following biographical sketch was submitted later :) 


JOUN J. GRADY 


Mr. John J. Grady was appointed Deputy Director for Manag 
ruary 23, 1960. He began his Government career in 1940 with the Federa 
Bureau of Investigation in a clerical capacity and later as special agent and 
headquarters supervisor. He was owner and manager of a small-business enter. 
prise in Illinois from 1947 to 1951, which he leased to return to Federal service 
Mr. Grady served with predecessor organizations of ICA from 1951 to 1955 
serving in several senior capacities, the last one as Special Assistant to the 
Deputy Director for Management. Mr. Grady became Deputy to the 
Secretary of the Air Force in July 1955 and served in that capacity until nomi- 
nated by the President and confirmed by the Senate for the position he now 
holds. He was sworn in as Deputy Director for Management on February 23 
1960. 

Mr. Grady is a native of Springfield, Til He is 40 years old, married, and 
has four children. He received his A.B. degree from (¢ 
Washington, D.C. He resides in Silver Spring, Md. 


Assistant 


LARGE INCREASES FOR ADMINISTRATIVE EXPENSES 


Mr. Passman. Thank you, Mr. Grady. 
This committee has been subjected to criticism, and T think 1 


ightly 

so, for recommending such a tremendous percentagewise increase for 

administ rative. expenses for fiscal 1960 over fiscal 1959; namely, from 
$33 million to $38 million. 

It was indic ated that, “If you just give us the money for the admin- 
istrative expenses, we will show you what a good job we can do.” 

It sounded reasonable, so we recomme eo and the full committee 
majority and the Congress went along with it. But now, with every 
day of the hearings of this subeommittee, we get more and bigger sur- 
prises as to how this particular item is growing. 

In 1960, you had this inflated amount of $38 million, and it would 
appear that a good part of the increase is to find new jobs and new 
programs in Afri ica and other places where we have not yet had a full- 
fledged operation. 

You are asking for $40 million, which is a $2 million increase over 
the appropriation for fiscal 1960, notwithstanding the fact that there 
has been some decrease in expenses on account of transferring the 
agency out of rented buildings into the State Department Building. 

W hy is an increase necessary for this purpose, as vou are adminis 
tering a program of economic assistance for which the request for 
fiscal 1961 is $1.3 billion, in comparison to an appropriated economic 
assistance program in fiseal 1959 and 1960 of $1.8 billion each year! 

Mr. Murriry. There is a basic error here somewhere, Mr, Chairman. 
The appropriations in tot: al for this vear for the mutual security pro- 


or 


gram were $3.2 billion and 81.3 billion of that was for the military 
assistance which leaves $1.9 billion for economic and 8550 million of 


the latter figure was for the Development Loan Fund. 


‘atholic University in - 


rement on Feb. 


\ 
’ 
mel 
\ 
bill 





loyees 
\ nnex 


961 is 
g@ and 
lk this 
ven to 


mn Feb. 
ederal 
nt and 
Ss enter- 
Service 
oO 1955. 
to the 
ssistant 
il nomi- 
he now 
lary 23 


ed, and 


rsity in - 


‘ightly 
ase for 
’, from 


vdmin- 
lo.” 

mittee 
1 every 


rer sur- | 


would 
id new 


a full- 


se over 
it there 
ino the 
\ilding. 
|minis- 
est for 


onomic 


rear ¢ 

uirman. 
ty pro- 
nilitary 


llion of 


935 


Mr. PassMan. Tam using your own figures. 

You have a different administrative expense for the State Depart- 
ment ; do you not ? 

Mr. Murruy. Yes, sir: but the figure that you are using of $1.8 
billion for economic assistance has got to include a lot more money 
than ICA had in 1959 or 1960 because I might—— 


EXPLANATION OF STATISTICAL CHART 


Mr. Passman. Would you like to have a look at your own chart ? 

Mr. Mureny. Tam familiar with that chart. 

Mr. Passman. Can you reconcile it / 

Mr. Mureuy. Lamtrying to reconcile it, Mr. Chairman. 

Economie assistance on this table includes the Development Loan 
Fund, 8550 million. 

Mr. Passman. Will you point out on the chart where, please? You 
have economic assistance here in 1959 of S1.778. 100.000 4 

Mr. Murpny. That is right. That includes the Development Loan 
Fund. 

Mr. Passman. The Development Loan Fund is directly under that, 
and you show $550 million 4 

Mr. Mureny. That is right. It is included in the total. 

Mr. Passman. You total backward / 

Mr. Mureuy. That isthe way the table is constructed. 

Mr. Passman. Let me say that is a departure from the normal pro- 
cedure in bookkeeping, and Iam going to have to take a course before 
lunderstand it. 

Let us go on. 

In 1960, you have economic assistance of $1,.770.800,000, and then 
below that you have Development Loan Fund, $550 million: is that 
correct / 

Mr. Murpnry. Yes, sir: that is included. 

Mr. Passman. To get the total, you have to add upward instead of 
downward; is that the way the chart is constructed / 

Mr. Murrny. That isthe way the table is constructed. 

Mr. Passman. Why? To confuse the committee? Give us an ex- 
planation, please. 

Mr. Taner. Mr. Chairman, I wonder why we have to have such a 
confusing presentation 4 

Mr. Passman. That is what we are trying to find out, Mr. Taber. 
Tam just following their own figures on this chart. 

_ Mr. Taner. I know, and I am not criticizing you, but it seems like 
it gets Worse and worse. 

Mr. Murpny. I am sorry, Mr. Taber, but the chairman has in his 
hands a document which has been kept up to date since fiscal year 
M49. It starts with the beginning of the Marshall plan and each 
year we add the new figures to it. Statisticians have developed in the 
hrst instance the statistical approach which frequently is to put the 
total figure at the top and underneath the items that compose the total. 
Phat is the only thing I know of that is wrong with this chart, if you 
consider that being wrong. The figures are accurate insofar as we 
have been able to make them accurate. 
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We have been using the chart now for 12 years in the executive 
branch. 

Mr. Passman. Well, vou certainly admit that, if you go to the 
actual chart you have submitted, you show economic assistance at 
$1.778.100.000 

Mr. Murpny. Yes, sir. 

Mr. Passman. Then you have a line drawn all the way across the 
chart and under that you pick up Development Loan; do you not ? 

Mr. Murrpnuy. Yes, we do. 

Mr. Passman. And you follow the same procedure, and in 1960 you 
break military assistance in one line, then economic assistance, and 
you draw a line all the way across, and then you put Development 
Loan under that ? 

Mr. Murpeuy. That is correct. 

Mr. Passman. Do you propose to subtract or add to get your total! 

Mr. Murpny. Mr. Chairman, the reason the e hi art is constructed in 
that way is to help differentiate between economic assistance loans by 
the Development Loan Fund C orporation, which is a different entity 
than the International Cooperation Administration. 

Mr. Passman. The chart indicates economic assistance for fiscal 
1960 of $1,778.100,000. Is that correct ? 

Mr. Murpny. Yes: that is the total economic assistance. 

Mr. Passman. Then directly under that it shows the Development 
Loan Fund, $550 million. 

Mr. Mcurpuy. That is right. 

Mr. Passman. Then directly under that you show “Other.” 

Mr. Murrny. That is right. 

Mr. PassmMan. $1.220.800,000. 

Mr. Murpny. That “Other” is administered mostly by the Interna- 
tional Cooperation Administration. 

Mr. Passman. Then you pick up a contingent fund of $155 million 
to give a total of $3,225,800,000. 

Mr. Murpnuy. That is correct. 

Mr. Passman. For the committee to be able to understand what 
you have for economic assistance, you must come down under the line 
and pick up the $550 million and subtract it from your figure of 
economic assistance ? 

Mr. Murpny. That is correct. 

Mr. PassMan. Quite an operation. 

Mr. Murrny. We have been using the chart now for about 12 vears 
and we do not find it difficult, Mr. Chairman. 

Mr. Passman. But you do have to pick up that subtraction. Why 
would you not show the correct amount in economic assistance and 
then put your Development Loan Fund? You put the military as- 
sistance straight. 

Mr. Mureuy. You do not have two agencies running military as- 
sistance, Mr. Chairman. 

Mr. PassMAn. Economic assistance, using your same figures, would 
be $1.2 billion in fiseal 1960 ? 
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Mr. Mcureuy. That is approximately correct, Mr. Chairman. If 
you start out with the $3.2 billion and subtract $1.3 billion military 


assistance, it leaves $1.9 billion. If you subtract the Development 


Loan Fund of $550 million, that leaves $1.35 billion. Then if you 
subtract the contingency fund, which can be us sed for either milit: ary 
oreconomic, you get $1.2 billion. 


OBLIGATIONS THROUGH MARCH 21 


Mr. Passman. How much money has been obligated to date out of 
the 1960 appropriation 4 

Mr. GRADY. $28,518,728. 

Mr. Passman. Through what date / 

Mr. Gravy. This is through March 31, 1960. This is 74.6 percent of 
the total dollar availability. 


ESTIMATED UNOBLIGATED BALANCE 


Mr. Passmanx. What do you estimate your unobligated balance will 
beas of June 30 ¢ 

Mr. Gravy. We now estimate it will be in the magnitude of $100,000. 
We anticipate that we will have in prior year obligation recoveries 
in additional $200,000, 

Mr. Passman. Will you restate that 4 

Mr. Gravy. Yes. We anticipate a $100,000 unobligated balance of 
i960 money. We anticipate that during this next fiscal year we will 

ve dollar availability in the amount of an additional $200,000 in 
recoveries of prior year balances. 


EXPLANATION OF “RECOVERIES” 


Mr. PassmMan. What do you mean by “recoveries” ? 

Mr. Gravy. This could be, sir, where we have obligated an amount 
nd not expended all of it. 

Mr. Passman. You obligate in excess of the actual expense 7 

Mr. Gravy. This would be in part the case: yes. 

Mr. Passman. Have you ever underobligated in this particular 
item, or have you always overobligated 

Mr. Gravy. This would be in the context of our ere a 
voucher for an individual to take a trip. He a not buy the 
ticket if the voucher were below what it cost to pay for i 

Mr. Passman. And he would not make the trip a therefore, 
there would be a saving ? 

Mr. Gravy. No. It would require that he go back and get a 
voucher in the appropriate amount. However, in the course of the 
trip if it were necessary for him to return to the States and perhaps 
spend only half the time antic ipated he would be away, this would 
be a recovery. 

Mr. Passman. Would you give us more detail on that, because you 
ire speaking now of a recovery that will be over a vear old? Should 
(not have lapsed in the prior vear appropriation 4 
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Mr. Gravy. I am told that last year for the first time Congress 
authorized ICA to carry over unexpended administrative balances 
for prior years. 


POSITIONS TRANSFERRED FROM ICA TO STATE 


Mr. Passman. How many positions were transferred from this 
appropriation to the Office of the Inspector General ? 

Mr. Grapy. I believe there were 45 positions so transferred. 

Mr. Passman. From this ICA appropriation over to the In space 
General's Office ? 

Mr.Grapy. Yes. 

Mr, Passman. Could you furnish us the details of the 43, the posi- 
tions they held, their salaries in ICA, and their comparable positions 
and salaries in the Inspector General's Office / 

Mr. Gravy. I am sure the Inspector General and I can work to- 
gether and furnish that. 

Mr. Passman. Let us take the time and do it now, if we may, while 
it is fresh in our minds. 

Mr. Mcurreny. You may recall Mr. Rhodes, while I was jus stifying 
or attempting to justify the « expenses of the Inspector General, asked 
for the preparation of a table just like that which is to be oneal 
in the record. 

The positions Mr. Gr: % referred to were in the Inspections Di- 
vision of the ICA which, by law, were transferred to my office. | 
have a list of the personnel and their salaries whieh I think will 
answer your seer partially if not completely. 

Mr. Passman. Let us take the top position. 

Mr. Murpiuy. The top nonsupervisory position is a erade 14 posi- 
tion occupied by Edward J. Anderson, an investigator. 

Mr. Passman. A former ICA investigator ? 

Mr. Murrpny. Yes. 

Mr. PaAssM AN. What is he doing in the Inspector General's (Office? 


Mr. Murrpny. The functions of the Inspections Division of the ICA | 
were transferred to my office and Congress broadened them to include | 


the whole mutual security program. 
Mr. Passman. The work is the same, but the title has been changed! 
Mr. Murpny. I think they were called inspectors in the TCA. The 
title is investigator in my office. 
Mr. Passman. But they are are doing the same work ? 


Mr. Murrprry. Yes. The only difference is that the functions of the 
office they are now in are broader in that they cover the Development 
Loan Fund, they have responsibilities in respect to the State Depart: | 
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ment operations under the mutual security program, and responsi- 
bilities in respect to the military departments. 

Mr. Passman. What is the salary of that top position ? 

Mr. Murrny. The salary of that position was $12,555, and, 

course, he was transfe rred : at the same grade and salary. 

Mr. Passman. What is he getting at this time / 

Mr. Murreuy. The same sal: ry and grade. 

Mr. Passman. Have there been any salary increases in the case of 

any of the 45 transferred ¢ 

Psa Murruy. No. They were transferred by law and were just 
noved from one payroll to another. 

yg PassmMan. You would not transfer them without a law, would 
you! 

’ Mr. Mcurpenuy. We could without a law, but in this instance the law 
provided for the transfer. 

Mr. Passman. Could you give the positions and salaries of the others 
transferred / 

Mr. Murreny. The next one I have listed is Gustave Saridakis, also 
an investigator, grade 14, salary, $12,075, and it was the same in ICA. 

The next is Jacob Ser ling, an investigator, grade 14, salary $11,835, 
and it was the same in ICA. 

The next . Miss Wavis McCarthy, administrative assistant, grade 
9, salary $6,585, and it was the same in ICA. All of these were trans- 
ferred at Sap same grade and salary. 

The next is Alice Kelly, secretary, GS-7, salary $5,430. 

The next is Anna L. Smith, secretary 

Mr. Passman. Without objection, the remainder of the list will be in- 
serted in the record at this point. 

(The list referred to follows :) 











Following is a list 
activities transferred to Office of Inspector General and Comptroller in the De. 
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of ICA positions involved in inspections and evaluations 


partment of State as a result of section 535A of Mutual Seeurity Act of 1954, as 
amended (effective date of mass transfer personnel action covering filled pos; 


tions was November 1, 


Position 


1959) : 


Grade Salary Name if position filled 
Nov, 1, 1959 





CA INSPECTIONS DIVISION, 
WASHINGTON OFFICE 
ery vestigator t ES-15 $13,970 | Guinane, Edward P 
Do GSs-l 13,070 | Dickey, J. Maxwell 
Do ES-15 13,970 | Crowl, Arthur. 
A tal ‘ GS-15 13,970 | Vacaney 
Investignt< ‘ Gs-14 12,075 Lee, Meyer 
Deo GS-14 12, 555 Anderson, Edward 
1 (is-14 12,07 Saridakis, Gustave 
ly Gis-14 11, 835 Serling, Jacob 
Admir . nt (iS-9 6,585 | McCarthy, Wavie M 
‘ Gs-7 5, 280 Kelly, Alice C.* 
D as 5, OO Smith, Anna I 
Admit tive aid (stenographer Gs 1,040 | Lundgren, Suzanne § 
I GS-5 1.490 | Carrozza, Mary \ 
pers GS-5 4,190 | Feeney, James 17 
\l na file « GS-4 3,850 | Jacobson, William P.* 
OVERSEA STAFF 
Region gator FSR-2 13, Se Christensen, Kenneth § 
I) FSR-2 13,860 | MeKeldin, William H 
> FSR-2 14,190 | Yarger, Orval F 
'.) FSR-3 12, 320 Ambrose, Michael J 
I FSR-3 12, 320 Gannon, Charles A 
Do FSR-3 11, 990 Fisher, Thomas F., J1 
1 FSR-3 11, 660 Hurley, Thomas J., J 
Do FSR-3 12,650 | Paul, Robert H., Jr 
Deo FSR-4 11,000 | Band, William F 
Administrative assistant (stenographer FSS-10 5,115 | Doud, Robbie F.* 
Do FSS-10 5,115 Boulos, Dorothy A.* 
Do FSS-11_-- 4,790 Bealmear, Margaret A 
Do FSS-11_-. 4,790 | Plain, Constance L 
Do FSS-11 5,500 | Ames, Katherine 
D FSS-11 5, 355 Hegle, Lila J 
De FSS-11 1,650 | Lynch, Virginia R 
EVALUATIONS OFFICH 
Administrative officer --| GS-15..... 13,370 | Tyner, Richard F. | 
Administrative assistant (stenographer) GS-7 5,430 | Pressing, Margaret.’ 
Assistant to the director for evaluation L-la 19,000 | Vacancy 
Evaluatior licer GS-18 17. 500 Dy 
De FSO-1 16, 060 Do. 
Do FSO-1 . 16, 060 Do 
1 FSO-1 16, 060 Do, 
Do FSR-1 16. 060 Do. 
Ly FSR-2 13, 860 Do, 
A(/ministrative assistant (stenographer GS-9.__. 5, 985 Do. 
D GS-7 4, 980 Do 
Ly GS-7 4, 9SO Do 
NOTES 
Titles, grades, and salaries shown above are those existing at time of transfer from ICA to Stat 
Nov. 1, 1959 No changes in grade or salary of ¢ mplovees transferred have occurred except (a) suzal | 


Lundgren (married name Stiles) who recently was reassigned and promoted from a GS-5 position to a*f 


6 positic 


tion, and (6) within-grade step increases that have occurred since transfer for those empl 


designated above by asterisk. 
2) The vacant positions shown above were those in the ICA complement covering the inspections 


evaluations activities while these activities were conducted by ICA Che vacant positions th 


nselves \ 





not transferred from ICA to State, since new position descriptions had to be prepared in State in recrull 
staff for Office of Insepetor General and Comptroller. 
3) Allofthe above-listed employees are still on duty with the Office of Inspector General and Comptt 


except Mary V. Carrozza and Virginia Lynch, both of whom re 





gned subsequent to Nov. 1, 1959 


Richard Tyner, who has been on reimbursable detail to another organizational area of the Departme! 
State and is in the process of being transferred to such area. 
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uations COST OF POSITIONS TRANSFERRED AND DISPOSITION OF FUNDS 
the De. 
194, as Mr. PassMan. What was the cost of those positions? Also, I assume 
ed posi- : f ; ; F ee ! ia 4 
those funds have been placed in reserve in line with the committee re- 
—| port of last year; have they not? 
n filled Mr. Gravy. No, sir, they have not. 
” Mr. Passman. Why not? 


~— Mr. Gravy. The amount was in the vicinity of $617,000, and you 

may recall your committee reported out $37 million with this amount 

P. earmarked. However, both the Senate committee and the conference 

Ml committee, I understand, did not require this to be placed in reserve. 
Mr. Passman. Does not our report speak for itself ? 


as. Mr. Morpny. The net effect of the appropriations action by the 
House was to reduce the amount of the appropriation request from 
eM $39.5 million to $37 million and to suggest that the $600,000, which 

covered not only inspections but evaluations by the ICA, be reserved. 
ne S, When we went to the Senate to obtain relief from this action we 


explained this meant a reduction of $3,100,000. The Senate commit- 
tee considered that and restored $1 million of the new money requested 

ind relieved us of the necessity of reserving the funds, therefore in 
ineth $ offect giving us $600,000 more than the House had allowed, and the 
ania conference committee agreed on the $38 million figure without any re- 
statement of the requirement that this be reserved. 

Mr. Passman. Again one of those 4+ o'clock in the morning deci- 
7 sions. I certainly hope it will not be that late this vear when we 
F enter into this, and that we will not do a lot of foolish things. 





x REQUESTED INCREASE IN ADMINISTRATIVE AND PROGRAM POSITIONS 
R The tot: u personnel is to be increased from 4,160 to 4,381, an in- 
crease Of 221 positions, of which 74 are U.S. employees and 147 are 
ale foreign aii ee ie 
ret." Of the total number of positions, how many are administrative and 
how ms rsd are program positions ? 
Mr. Gravy. Mr. Chairman, we are requesting money for 74 addi- 
tional American positions and 147 additional local positions, all of 
which are administrative. 
Mr. Passman. Of the 16 positions for Washington, how many are 
administrative? All of them ? 
— Mr. Grapy. Yes, sir. 
Mr. Passman. For what purpose / 
A to State Mr. Grapy. I have the background information available here on 
itiontoats} Where each of these men will go. 
se empls*} Eight will go into regional offices 
spections a Two will go in the Office of Near East and South Asia Operations. 
ein recruit! §~= Four will go in the Office of African and European Operations. 
acomptni) Two will go in the Office of Latin American Operations. 
1 There is a total increase of 13 in the technical offices—the Office 


of Industrial Resources, 2; Labor Affairs, 1; Publie Services, 3: Edu- 
cational Services, 2: and Publie Health, 5. 

There is a net increase of two in my Office, the Office of the Deputy 
Director for Management; six in the Office of Administrative Services: 
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one in the electronic data-proc essing survey group: and there is a 
reduction of five in our Controller's Office. 
These figures all total 23. 


REDUCTION OF POSITIONS IN CONTROLLER'S OFFICE 


Mr. Passman. A reduction of five in the Controller’s Office ? 

Mr. Grapy. Yes. 

Mr. Passman. Is that because part of the functions of that Office 
were transferred to the Inspector General’s Office / 

Mr. Grapy. No, sir; in part, because of internal reorganization. | 
am not able to answer whether there was any reduction at this point in 
our Controller’s Office. I think there might be a slight reduction when 
the Inspector General takes over the presentation function completely, 
which I understand he plans to take over during the next fiscal year, 


INCREASE IN NUMBER OF POSITIONS OVER LAST YEAR 


Mr. Passman. But you are asking for an increase of 221 positions 
over last year / 

Mr. Grapy. 147 plus 74: yes, sir. 

Mr. Passman. Does that add up to 221? Take your time and tell us 
how many employees you are requesting over the number you had last 
year. 

Mr. Grapy. This does represent 147 more tocals and 74 more Ameri- 
cans, and the total is 221, as you state. 


GRADE AND COST OF NEW POSITIONS 


Mr. Passman. Could you give us the grade and cost of the posi- 
tions? 

Mr. Gravy. I believe I could make that available for the record. 

Mr. Passman. Why could we not have it now?’ You have the 
records with you. 

Mr. Gravy. Mr. McAllister maybe can help on this. 

Mr. Passman. All right; could you give us that information now, 
Mr. McAllister ? 

Mr. McAuuistrer. Shall I call them off 7 

Mr. Passman. Yes. What are your top grades in this increase ? 


Mr. Gravy. Are you speaking of the 74 American positions first! | 


Mr. PassMaAn. Yes. 

Mr. McAuuisrer. Do you want me to call off each individual 
position / 

Mr. PassmMan. alge | your top five. 


Mr. McAuutsrer. I do not have them listed that way, sir. I have | 


the positions listed with the grades and salaries. 

Mr. Passman. Let us take the top one in each category. 

Mr. McAuutsrer. We have one GS-15 at $12,771. 

Mr. Passman. Where is he going to be? 

Mr. McAuuisrer. He will be in the planning staff of the Office of 
Industry. 

Mr. Passman. Let us insert that chart in the record. 

(The chart referred to follows:) 
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€ 1S a | International Cooperation Administration—Net increases in U.S. national positions 
paid from administrative funds, fiscal year 1961 


New posi- Transfer to Transfer from 
Location and position title Grade tions (+) program program 
funds funds (+) 
ICA/W OFFICES 
0/Food: Agricultural Institutions Branch, | GS-7 i 1) $5, 741. 00 
Office fechnical Inquiries Unit: 1 program assist 
nit 
| Subtotal, O/ Food 1 5. 741. 00 
ion. I 
. . 0/Trans 
ONE mM Transport Project Division 
1 when 1 Chief A FSR-2 $13, 874 
1 Assistant Chief GS-14 1 11, 835 
vletely, 3 engineers GS-14 3 37, 686 
| vear ] secretary Gs-6 l 4,493 
Subtotal, O/Trans : 6 67, SSS 
Q/Ind 
Ind. Commodity Trade Staff (transferred 
to O/SS 
Sitions 1 Chief, Commodity Trade Staff GS-15 : l 14, 456 
1 international economist sV-8 l 11, 838 
1 business analyst GS-12 1 &, 341 
1 statistical assistant Gs-9 l 6. 906 
2 secretaries Gs-5 2 9, 589 
tel] us Planning staff: 1 tourism coordinator GS-15 1) $12, 771 
LA/Afr/Eur Area Division 
acd last 1 program officer R-4 (1) 11, 294 7 
Planning staff 
p 1 industrial development officer : R-3 (1 13, 310. 00 
A meri- 1 administrative aid Gs ( 4, 493. 00 
2 secretaries b Gs-5 (2) 9, 609. 00 
Evaluation stalt 
1 Chief rd GS-15 (1 13, O83. 00 
l inspection engineer Gs-14 l 11. 357. 00 
1 program evaluation engineer t-2 l 15, 850. 00 
1 program evaluation engineer GS-13 (1 11, 107. 00 
. 1 secretary Gs-5 (1) 4,950. 00 
e€ posi- Far East Area Division 
1 regional program officer R-3 (1 13, 312. 00 
1 secretary £ Gs-5 a 5, 242. 00 
d Near East Area Division 
. | 1 Chief ‘ 1 15, 184. 00 
ive the 1 regional program officer GS-14 l 11, 357. 00 
Do i{-3 _ l 13, 645. 00 
LA/Afr/Eur Area Division: 1 secretary GS-5 l 4, 493. 00 
Subtotal, O/Ind_- ; 4 : ; (2 24, 065 6 51,127 | (15) 146, 992. 00 
mm now, OILAL 
Office of Director: 1 manpower specialist _| GS-15 l 12,771 
Subtotal, O/LAf_-_ .---- = -" ‘ . (1 12,771 
e? 
Oe: ; 0/Pub (PAD 
5 first! Resources Branch 
1 Branch Chief GS-13 1 11, 107. 00 
1 administrative assistant GS-7 (1 5, 283. 00 
+171 ‘ 1 secretary-stenographer ‘ GS-5 ] 4, 805. 00 
1 idua 1 clerk-typist : Gs-4 ‘ a 4, 326. 00 
Office of Chief, Africa Branch: 
1 public administration adviser 7 GS-15 (1) 11, 357 
1 resources adviser GS-12 (1) 7, 030 
I have 1 secretary 4 Gs-5 (1) 4, 056 
Subtotal, O/Pub.___--_-- ae ssa (3) 22, 443 (4) 25, 521. 00 


)ffice of 


03909—60———_60 
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International Cooperation Administration— Net increases in U.S. national positions 
paid from administrative funds, fiscal year 1961—Continued 








New posi- Transfer to rransfer from 
Location and position title Grade tions (+ program program 
funds funds (+ 
ICA/W OFFICES—continued 
O/ Ed 
Office of Director 
1 adviser on aid to American schools 
abroad 7 GS-15 1) $12, 771 
1 secretary-stenographer GS (1 4, 493 = 
Technical Resources Division 
1 Division Chief GS-15 a _ (1) $13, 978. % 
1 education materials products spe- 
cialist GS-14 1) 11, 606, 0 
1 education materials adviser ‘ R-4 1 9, 901. % 
1 vocational education specialist R-2 : (1 14, 539. 0 
1 secondary education specialist t-3 ; (1) 12, 334. & 
1 elementary education specialist GS-14 l 11, 357.0 
1 higher education specialist GS-14 l 11, 835. 0 
1 teacher education specialist t-3 l 12, 667.0 
3 secretaries i GS-5 (3 13, 936. 0 
1 clerk-stenographer Gs = ; l 3, 952. 0 
Subtotal, O/Ed ‘ 2 17, 264 12 116, 105.0 
O/PH 
Technical Resources Division 
1 Division Chief Ex« l 13, 977 
| sanitary engineer a-2 l 14,5 
Do GS-14 l 11 
1 public health administrator GS-14 (1 11, 357. 
1 health educator GS-14 (1 10, 445. 7 
1 nurse adviser t-3 l 13, 312 
1 administrative officer GS-11 (1 7, 530 
3 secretaries GS-5 3 14, 99¢ 
1 clerk-typist GS-3 1 3, 890. 0 
l sanitary engineer GS-14 l 11, 357 
1 water supply training specialist GS-14 1 11, 357 
1 administrative officer GS-11 l 7,030 
2 secretaries Gs-5 (2 7, 530 
Malaria Unit Technical Resources 
Division 
2 malariologists GS-14 (2) 22, 192 
1 malariologist GS-14 1) 11, 357 
1 administrative assistant GS-11 (1) 7, 758 
2 secretaries GS-5 (2 &, 258 
Subtotal, 0/PH 5 37, 274 17) 151,428.84 
O/;TDS 
Office of Chief 
1 Chief GS-15 (1 $13, 374 
1 Deputy Chief GS-15 1 12, 771 
1 secretary to Chief, 0/TDS GS (1 4, 992 
1 secretary to Deputy Chief GS l 4, 056 
IES Liaison Staff 
IES liaison officer GS-14 (1 11, 606 
1 secretary : GS-5 ] 4, 202 
Lo EA Sy & oS ; f 51,001 


M/ADSER 
Machine Tabulation Branch 





1 tabulating equipment supervisor GS-9 l 5 
1 tabulating project planner GS-7 1 
1 tabulating machine operator GS-4 l 
3 tabulating equipment operators GS-3 3 
Subtotal, M/ADSER. ‘ 5 6 25, 292 
EDP, DD/M: 1 systems analyst-_-_--- GS-12 l 8, 341 
Subtotal, DD/M__-.. ‘ ; l 8, 341 


1 Reimbursable detail from USPIIS. 
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silions International Cooperation Administration— Net increases in U.S. national positions 


paid from administrative funds, fiscal year 1961—Continued 


fer from 


2 New posi- Transfer to Transfer from 
am Location and position title Grade tions (+) program program 
s (+ 
funds (— funds (+ 
IcA/W OFFICES—-continued 
\i/Cont 
From FPM to O0/CO 
1 document issuance control officer Gs-ll 1 $7, 280 
t clerk-typist GS-4 1 3, 952 
From FPM to ADD/O (O/TDS 
apne 1 authorization analyst GS-11 l 7,750 
13, 978. Do Gs-9 l 6, 906 
11. 606 1 maintenance allowance clerk GS-5 l 4 659 
my WHO, Of 1 clerk-typist GS-4 | 3, 952 
9, 901. 0 ; 


14. 539.0) From FPM to O/Ss 





















12. 33 | Division Chief GS-15 | 12, 771 
1 a 1 supply management analyst GS-14 1 12, 563 
11 aan z 1 procurement analyst GS-14 1 11,83 
saan A 2 authorization analysts GS-12 2 16, 931 
12 OMe w | { management analysts GS-11 } 31, 991 
ty 1 issuance supervisor GS-9 1 7,051 
©, We. W | procurement aid GS-6 1 5, 242 
See 4 secretaries GS-5 4 17, 264 
116,105.00 | 3 clerk-typists Gs-3 3 11, 648 
| 
i Abolishment of 5 positions in FPM 
2 077 1 . & 7O5 
oe Subtotal M,Cont ) 24 161, 795 
, 5 
of ane If ONESA 
aa o UAR-Yemen-Jordan assistant desk 
) 445 7 nite GS-13 ! ¢9. 901 
13,3120 stan assistant desk office Gsa3 | 0) 9,901 
7, 530.04 
oe Subtotal, O NESA 19, 802 
vv, J, 
O AFF 
( 1eroons-Togoland-Sierra Leone desk 
officer GS-14 11, 357 
Nigeria desk officer Gis-14 l 11, 357 
Guinea desk office (r7s-l4 l 11, 357 
! retary GS-5 | 1, 056 
S t O AFI 1 $8. 127 
O/LA 
: asc ( bh lesk office (is-l ! ; 
151,428.84 | Reg programs desk office GS-14 | 11, 357 
ibtot O/LA 22, (14 
CQ 
D ol Ex l 15, 163 
ecutive officer GS-13 1 901 
Chief, policy and services branch GS-1 12, 771 
Deo (7S-14 11, 357 
Chief, staff development branch GS-13 ! 9, 901 
ontract procedures specialist GS-13 10, 379 
| Do Se SN ESTE GS-12 l 8, 341 
} reports analyst GSs-a ] 5, 990 
| 1 secretary to director O/CO GS-7 ] 6, 032 
4 secretaries GS-5 t 17. 576 
1 clerk nographet Gs 4 l 3, 755 
| Subtotal O/CO 14 111, 176 
Subtotal for IC A) W offices + (23 5 +49 
l'ransfer to program funds . a6 
=. Vransfer from program funds +49 
Net transfers . moines ch (-—7 7 
oF 


Net increases for IC A'W offices 


+16 





Inte rnationa 


pa 


Coo pe ration Admir 


j 





Afri 





pro { 
1 controlle 
l ‘ eT T 
pro I 
G I 
l t t 
l¢ Wit { ft 
l ‘ ret T 
(rule i 
1 contre ? 
1 re is SUI 
l retar 
N igeri 
1 deput 1 
l sistant p 
ssistant 
l neral se 


secretary 
Sierra Leone 

ICA repr 

1 controller 

program om 

record 

secretary 
Ssomatila 


end ust 
iSSistant 
1 records 
secretary 


secretary 


Togoland 
LIC 
controller 
progran 


records 
secretary 
Tunisia 





Subtotal, 


No funding transfers are 





1 deputy direc 
officer 
execullve 


lerk 


on 


supervisor 


officer 


supervisor 


deputy controller 
general services officer 


A fri 


} 
aan 


A representative 


inticipated during fiscal year 1961 for 1 


nis 


fra 


/ 
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ve funds, fisca 
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Net 


fration 


rSR-3 
FSR 
FSS-]] 
FSR-4 
FSR 
FSR 
FSR-3 
FSR-2 
FSR-3 
FSR-3 
as 
FSS-1 
FSR-3' 
FSR 
FSS , 
FS R-¢ 
PSR-5 
FSR 
FSS 
FSR-3 
FSS-1 
.| FSS-11 
FSR-3 
FSR-3 
FSR-4 
FSR-5 
| 
I 


SS-1] 
FSR-2 
FSR-3 
FSR-3 
FSS-10 
FSS-10 


f 


FSR-2 
FSR-3 
FSR-3 
FSS-10 
FSS-10 


3Y 


InNCTCASES 


gu t 
1? ¢ 
+ Dit 
] 
+t 5 
669 
4 40,413 
11. 669 
11. 669 
13, S74 
Ll. 
1 tuys 
as 
11 
11 
Hy 
j » 
be » 
S, 14 
s + 
$659 
thou 
- y1- 
4, 659 
669 
11. 669 
1 90 
§&. 154 
4, 659 
4.659 
3 874 
11, 669 
11. 669 
1} 
117 
Ll, 
11. 669 
4 YO] 


— 
x 


342, 229 


jear 196 


U.S. national pos rf 


Continued 


ons 


.S. oversea administrative positions. 
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I) ternational Coo pe ration Administration—Net increases in U.S. national positions 


paid from administrative funds, fiscal year 1961 Continued 


























New posi Transfer to l'ransfer from 
Location and position title Grade tions (4 progran program 
funds funds (+ 
OVERSEA MISSIONS—continued 
Near East and South Asia 
Al I tar 
countant- _. ‘ FSR-5 $8, 154 
program assistant FSR-6 6, 718 
It 1 program economist FSR 11, 669 
I 
1 secretary FSS-12 4,181 
1 personnel officer FSR-4 11, 294 
general services officer FSR-5 8.154 
| secret FSS-12 +, 326 
ut nt FSR ®, 154 
regional legal adviser. FSR-3 12, 667 
Iraq 
1 deputy director FSR-2 13, 874 
ecretary FSS-9 6, 448 - 
stant executive ollicer FSR-4 10, 192 
1 regional legal adviser FSR-2 13, 874 
stant records supervisor FSS-8 6, 718 
ssistant general services officer FSR-6 6, 947 
A.R. (Egypt): 1 seeretary FSS-11 $,659 
\ 2 
control ; FSR-3 11, 669 
tant executive officer FSR-4 1, 901 
tant program oflice FSR-4 1 OO] 
retary FSS-11 4, 659 
Subtotal NESA 10 73, 903 
| 
puty director FSR-2 13, 874 
eneral services officer —- FSR-5 8, 154 
lr ( 
tant executive officer- FSR-4 4, 901 
is tant general services officer FSR-5 S, 154 
I ssistant program olficet . FSR-5 &, 154 
Subtotal, Far East - 48, 237 
\ ric 
executive officer FSR-3 11, 669 
sistant executive officer FSR-4 ’ 
1 records clerk FSS-11 
1 deputy director FSR-1 lt 
British Guiana 
program economist FSR-3 11, 669 
itive officer FSR 8, 154 
Hlondur 1 executive officer FsR- Is 
gram economist FSR-3 11, 669 
| controler FSR-3 11, 669 
( 1 secretary FSS-10 117 
stant program office FSR-4 Io 
1 l lito FSR-5 S 4 
I FSR-4 1, 901 
5 el FSR-4 1, 901 
| FSR-4 9, 901 
l tant FSR-5 8, 154 
g ca yy QT nT4 
S lor verse oa] SIODS S 
‘ ta et increase +-74 
ranstfer ir iticipated lurir fiscal vear 1961 Us ( } tive t 
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REVIEW OF WASHINGTON POSITION INCREASE 


Mr. Passman. Let us discuss now the 16 positions for Washington. 
Give the title of each position, the salary, and in what office it will be, 

Mr. Grapy. First of all, Mr. Chairman, as I started to say, we 
have an increase of 23 positions and a total transfer of 7 from admin- 
istrative to program funds, so the result is a net increase of 16. 

Mr. PassMan. Some you transferred out of the Controller's Office 
went in this? 

Mr. Grapy. I was saying that in my overall Office which includes 
the Controller; there is a request for an increase of two positions in 
total. There is a reduction of five in the Controller's Office, but an 
increase elsewhere. 

Mr. Passman. The 16 positions for Washington are all adminis- 
trative ? 

Mr. Gravy. They are, sir. 

Mr. PassMan. Let us get the title and salaries of the 16. 


TOURISM COORDINATOR 


Mr. McAuusrer. We have tourism coordinator. 

Mr. Passman. A what? 

Mr. McAuutsrer. A tourism coordinator. 

Mr. Passman. Let us have an explanation of his job. What does he 
do? 

Mr. Grapy. This man would be working very closely with the De- 
partment of Commerce. 

Mr. PassMAN. Is that not a new position you have created / 

Mr. McAuuistrer. Yes, sir. 

Mr. Passman. Do you not also have a contract for tourism activities 
in this program ? 

Mr. Grapy. I am not sure whether we have or not, _ T believe 
other witnesses who will be appearing before you in the functional 
areas would be far better able to answer that than we would. 

Mr. Passman. But you do have a new job known as tourism coor- 
dinator ? 

Mr. McAuuisrer. Yes, sir. 

Mr. PassmMan. What salary does he get? 

Mr. McAuuister. He is a GS-15 and his sal: ary is $12,771. 

Mr. Passman. What does he actually do? 

Mr. Grapy. His work is to a considerable extent with the Depart- 
ment of Commerce in an endeavor to encourage, in effect, individuals 
going overseas. . 

Mr. Passman. You would encourage Americans to go overseas! 
Why do you have to create a new position here, after this foreign aid 
program has long whiskers, and now you will start this tourism thing? 

Mr. Murpenuy. I think I can be of some he Ip on this. 

Mr. Passman. We solicit your help. 

Mr. Mcrruy. The work of the individual will be in connection with 
helping the underdeveloped countries to develop their tourist business 
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so they could attract tourists to their country. In so doing they could 
earn foreign exchange and thereby improve their gener: al ec onomy. 

Mr. Passman. Who is promoting this, the Department of Com- 
merce or ICA ? 

Mr. Murpny. It is actually being carried on generally. Section 
416 of our act directs us to take measures to develop ‘the tourist 
industry. 

Mr. PassMAn. Would it require dollars to buy tickets usually / 

Mr. Murpny. Foreigners coming to this country are able to buy 
their tickets with their own currency. 

The intent is to help the underdeveloped countries to develop the 
facilities in their countries to attract people to come to those coun- 
tries and in the process to spend money which is.usually in the form 
of foreign exchange. 

Mr. Passman. Why did you not start this, then, 10 years ago? 
Why do you come up with this idea now ? 

Mr. Murrny. I donot have an answer to that. 

Mr. Anprews. Mr. Chairman, let us get in the record the staff in- 
volved in this tourism. 

Mr. Passman. Is the man working alone or does he have a staff / 

Mr. Gravy. I would assume he is working with a staff, but I do not 
have that information. I would assume also we are not just starting 
inthe field of tourism. 

Mr. Passman. You stated that was a new position. 

Mr. Grapy. Yes, but I did not mean to imply this would be the 
only man involved in this. 

Mr. Passman. In all probability he has a staff assisting him ? 

Mr. Grapy. I would think so, but I would lke to reflect that in the 
record at this point. 

(Nore.-—The following information was subsequently furnished 
for the record.) 
: The increase for tourism activities involves a total of two positions, one pro- 
Tessional and one secretarial. 

Mr. PassmMan. Who has headed that up before this year / 

Mr. Gravy. IT also do not know that. 


OFFICE OF INDUSTRY AFRICAN AND EUROPEAN 


Mr. Passman. What isthe next position of the 16? 

Mr. Grapy. We are adding a desk officer in the African and Eu- 
ropean area. This is to strengthen the industry work in the area, 
particularly in Africa. This is an administrative backstopping posi- 
tion in our office. 

Mr. PassMAn. What does a desk officer do ? 

Mr. Grapy. I think I misstated on that. I misread the paper before 
me. Actually this man is in the Office of Industry. 

Mr. Passman. What does he do? 

_ Mr. Grapy. He will be providing the administrative backstopping 
in the Industry Heep for functional industry activity in the 
European and African ar 





Qt) 





Mr. Passman. You are going pretty strong on Africa. T have 
oticed that all though the statements here. Does he have a stall ¢ 
Mir. Garapy. lam not able to answer that question. 
Mir. Passman. That is two positions. Now let us get down to the 
third one, 


OFFICE OF LABOR 


Min. Grapy. One is in the ¢ hice of Labor. 

Mir: Passaran. VW it does he do / 

Mir. (rRADY. This — ill aad tional pos Tioh to “Upervise the ICTLV- 
ties in the manpower field. This man is working closely WIthh the 
Department Ol Labor m cl nddressi vu himself to the I) ol-level talent 

tilab lity My the aw derdeveloped COUNLVIes AOU Thi world, 
Mir. Passwan. What is his salary / 

Mr. Grapy. We planit willbe slz.77loa Gs 
Mr, Passman. The backstoppet Wwe Just referred ta, Ww Cot 


does he vet ¢/ 
Mir. Garapy. S112. 
Mr. Passo iN. | believe, oO] puge 1 | of t e IStiliatllones, Vou refel 
i transfer of 15 positions from program: funds, an increase of 


oO positions to devote full-time professional attention to the age 
vs worldwide tourism activities. Iave we missed one / 
Viv. Gravy. No. We are vou eo down 2 list here. 

Mr. Passman. You will come to that later 

Mr. Grapy. T assume so. This is an accurate statement. There 
iret vo positions. 

Mr. Passman. This is part of the 16 positions to which we hav 
been referring / 

Mr. Grapy. Yes. but aenin we will not be denlinge with 16 PoOsICons, 
We will be dealing with more positions but comimge out with a net of 
16. [havea complete list of those 16, 

Mir. Passman. And the answers are about the same as the first tv 
] / 


rinree 


Mer. Grapy. I think so. sir. 


rt ord ui this point. 
’ 17 
| e iist follows } 
STAFF INCREASES—IC A, WASHIN 

I hie “ ( 1051 ad strut e eXpenses Esti ( elie . ( eds 

lt ‘ positions. resulting om 2S new posit ~ st ) i lie ( n 
7 “ ns to be ti <ferred from adimiinist ive progran Inds in fis 
‘ 1651 

Asa result of n r reorganizations and a review of individual posit 
nye, o8 positions will be transferred from administrative to program funds, wl 
1) positions will be transferred from program to administrative funds, effecting 


Lnet decrease of T administrative positions 
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The increases requested with justifications for the positions are hed iu 
e following orde 
Ottice of the Deputy Director for Operations a 


Office of Near East and South Asia Operations 
(tice of African and European Operations f 
Otlice of Latin American Operations 











Ottice of Industrial Resources ) 
Ottice of Labor Affairs I 
OMttice of Public Services, Public Administration Division , 
Odtlice « l cutional Services sa 
4) e 4 Public THealt 
() [ meoDUuT [>] ecLol oy \I pre ent ys 
(tfice of Ad histrative Services, Machine Tabulating Branel ‘ 
OMttice of the Controle 
‘ Ol lata Process Survey ¢:roup 
| ! nd Procurement Methods Division 
Subtota on 
Less decrease of 7 positions resulting from charging ch: es i 
Ni ease lt) 
( ( \ EAS AN Sot I ASIA OPER [ONS 
\fehanistia 13 e3 
S11 ‘ ! ( 
eo. u late S { ‘ \fe 
1) tix, | ( I ( 
y e TOA pr lio [hi tise 
oth thre ) edt che é SUN ol 
( S ( iderable pressure to increase this amount still more in future 
eet the increasing Russian cha ge As an indication of the « 
Rus effort. during 1959 the ULS.S.R. extended a grant of SSO1 id 
Afs sti While it is not the intention of the United States to mate 
USSR. plemen 
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OFFICE OF AFRICAN AND EUROPEAN OPERATIONS 
Position Nigeria desk officer, GS-14 (p. 9, line 11) 
Justification Phe program in Nigeria has expanded during fiscal year 196 
far beyond anything anticipated early in the fiscal year Krom anh initially 


planned TC program for Nigeria of $1.3 million, tl 
panded to a figure 


ie program has how been PY 
exceeding $2 million for fiscal year 1960. It is planned that 
seal year Tel will be considerably higher than the fiscal year 1960 prograr 


iveria ww oalso | KEIV to be the largest single recipient ae. 


. of the special program 
for tropical Africa 


Position.— Guinea desk officer, GS-14 (p. 9, line 11). 


N 


assigned to the 
area, Le. Guinea-Togo-Cameroons Hlowever, the tre 
is area makes it essential that he have some assistance 
specifically because of the problems in Guinea. We expect to obligate $1 millioy 
from the contingency fund before the end of this fiscal vear. 


Justificeat on. ICA presently has one GS 13 desk officer 
French West Africar i 


\ 
mendous activity im th 


i The implementa- 
tion of this program which will largely oceur in fiscal vear 1961 will 
in a workload requiring full-time assignment of «a senior officer. 
ICA has requested an equivalent amount in the fiscal year 1961 
other projects in this area. 


Position.—Sierra Leone desk officer, GS-14 (p. 9, line 11) 


result 
Furthermore 
program for 


Justification.—The establishment of a new program in Sierra Leone in add 
tion to present responsibility for British East Africa (Kenya, 1 
Tanganyika) and the Federation of Rhodesia and Nyasaland 
sary to assign a full-time officer to this area. 

Position.—Secretary, GS-5. 

Justification—The addition of three professionals will impose an addition: 
secretarial workload which will require an additional secretary We believ 

ratio of one secretary to three staff members represents the absolute minimu 
secretarial service if professionals are to be effective 


ganda, an 
makes it neces 


OFFICE OF LATIN AMERICAN OPERATIONS 


Position.—Regional desk officer, GS-14 (p. 9, line 11). 

Justification.—Inecreasing use of regional techniques make it 
provide for more intensive review and evaluation of current projects and re 
ommendations for new projects. As important was the desirability of deter 
mining and designating projects which have proven so successful in practice 
n one country that their utilization in other countries would be desirable. I 
addition, the rise in the number of OAS and U.N. multilateral technical ¢o- 
operation programs made it desirable to observe and assess these programs t 
insure that there was no duplication of U.S. programs. 

Position.._Haiti desk officer, GS-14 (p. 9, line 11) 

Justification Increase in size, scope, and variety of the prograt 


desirable 


no for Eat 
tiade it mandatory to establish a separate desk for this program Heretofore 
had been handled in conjunction with Cuba and Mexico 
\ special assistance program, Which helped overcome a severe economic Crisis 
in that country during 1959, requires a substantial volume of attention, as di 
the initiation of large-scale area projects at Cap Haitien and in the Artibonite 
Valles \ severe drought and possible famine in northwest Haiti also resulte 


n further increasing the workload thus leading to the determination to reassigl 


I 4 


responsibility for Haitian operation toa single country desk 


OFFICE OF INDUSTRIAL RESOURCES, INDUSTRIAL PLANNING STA 


Position Industrial advisor (tourism), GS-15 (p.S, line 7) 

Justification Under the present organization, tourisin responsibilities are 
ssigned to the Office of Industrial Resources and are divided in the three are 
divisions Due to the increase in tourism activities on a worldwide basis, 

s absolutely essential that one new position be established 

Functional responsibilities of TCA to be centralized in this position are as 

1 Serve as alternate to the TCA member (Mr. Saccioy of the Interdepart 
ental Travel Policy Committee 

> Serve on the newls appointed subcommittee to determine the U oS. pos 
tien with respect to participat on ond to proposals to be offered at tn oyhitel 





tional conference in 1961 expected to be convened at the call of the United 








OS 


Nations pursuant to a request of the Union of Travel Organizations (formerly 
International Union of Official Travel Organization ) The conference is to dis 


ss reduction of restrictions and elimination of barriers to international travel. 
Will require fact finding through USOM'’s on worldwide basis to develop TCA 


My } 
‘hh attitude and recommendations. 
fe Draft, update froin time to time, and interpret to operating units within 


hat IA and to other agencies, TCA policies and practices with respect to the pro 
otion of international travel and particularly technical cooperation for tour 


am sn industries in oversens areas 

f Assist in securing and evaluating significant results of specitic ourisn 

lies, reviewing new proposals for tourism projects at early programing 

the ee 
tre. >» Make specitie recommendations from time to time concerning policy and 
nee. ce of TOA in the general sector of its responsibilities under tithe IV) of 
lion he Mutual Security Act 
sta- 6. Undertake such travel as is necessary both within and outside the United 
ult Stutes to properly represent LCA/W in this sector of its responsibilities 
are Position Industrial planning adviser for Africa, GS—14 (p. 11, line 7) 
for Justification Developing programs in Africa, the need for many surveys, 


establishment of policies and guidelines for industrial development. and many 
other related functions are adding workload which is far beyond the present 
ld staff level. 


One additional position is required at the earliest possible date with functional 


ae responsibilities to be centralized in this position as follows: 
1 Coordinate the collection, review, and evaluation of information and policy 
statements related to TCA’s role in the development of industrial resources 
n: human, material, and institutional) in tropical Africa countries. 
ove 2. Develop. in cooperation with other concerned offices, proposed positions of 
un ICA with respect to planning and programing of code 20 series assistance to 
tropical Africa, both under regular technical cooperation financing and under 
the special program for tropical Africa, 

5. Assist in the evaluation of field requests for assistance both with respect to 
staffing and to project activities in relation to regional tropical Africa needs and 
the activities being financed by other countries and agencies 

ea tf Serve as a technical adviser, as needed, on matters concerning the industrial 
rec: resources sector of activities and problems in tropical Africa 
ter >. Personally conduct field surveys in tropical Africa and prepare comprehen 
tice sive technical reports and related recommendations 
It 6. Coordinate all activities referred to above in the Office of Industrial Re 
CO- SOLPCeS, 
st OFFICE OF LABOR AFFAIRS 
Positions Manpower ndviser, GS-15 (p. 7. line 9) 
aiti Justification \ special assistant is required to administer the human re 
ore sources for economic development program (high level manpower) and to advise 
the Director of the Office of Labor Affairs on other manpower problems 
‘isis The manpower adviser will ' 
dit 1. Develop all aspects of a worldwide TCA endeavor to assist less developed 
nite countries to overcome manpower shortages hindering the progress of econon 
Ite growth and development 
sigl 2’. Formulate, in conjunction with other Government agencies and TCA ele 
ments and in accordance with joint TCA participating country agreements, pla 
programs and projects to overcome identified manpower bottlenecks slowing 


down economic development. 
6. Arrange surveys by teams of manpower experts and others in countries re 


questing such surveys to study the aren and extent of existing and envisaged 
art hanpower detieits 
ire: 1 Review the reports and recommendations submitted on such surveys, as 
~. il Well as proposals submitted from other sources USOM'’s, foundations, [LO. host 
governments, ete... in light of their technical feasibility, adequacy, economy, and 
as US. and TCA poliey, and present views and recommendations to the Director of 
Labor Affairs 
wir » Supplement the Washington review of program proposals by field visits 
key countries designed to test the various proposals as to their acceptability and 
Osl feasibility of implementation at the local level 
tel 6. Provide active liaison with members of interagency working parties (De 


ited fense, Labor): aren regional directors, division chiefs and desk officers. DID © 
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and pertinent offices in ID1)/M, to insure harmonious integration of the manpower nub 
program with other related LCA activities. | 
7. Assist the Director of Labor Affairs in selecting competent technicians and 
embers of survey teams Ii}? 
S. Prepare for the Director of Labor Affairs periods progress and final reports fr 

















% Upon reques dvise the Director of Labor Affairs and other ICA offices 
hpower problet nd projects arising in other functional areas of TCA 
OFFICE OF UBLIC SERVICES, DD, O PUBLIC ADMINIS ATION DIVISI 
Positioi Chief, Africa Branch, GS-15.) (Special Assistant ) 
Justificat The Public Administration Division program activities for 
\t wre rapid increasing In fiscal vear 159. only two countries in Afi f 
had major projects with three other countries having small participant projects 
In fiscal vear 1960, already there are 7 countries which have programed 15 pr 
ects funded through technical cooperation and special assistance totaling ove P 
S2 million It is quite clear that with the growing ICA emphasis pom Af 
i i Ltiis il Ist i Lie re iSitia li ndd Lal lise ol thie Sp pe il ft na = ¢ \ ng 

| it lens hres ‘ e projects alread evice his inet Silig ‘ a 
Lal he NESA Braneh ha re hed gh Serlous Poll where eu ( il lve p 
| t| TeSe] iff, either professional or secretal The NESA Branel 
presel responsible for 21 projects ino oY co | LAR ! ng 
S2.117 000 hatmajor expansion expected in the | Stal progra | eS 
redsous s. therefore, urgent that a separa bre shed sc ‘ 

PAT nnd Ihe a PeSTPOLTSIT ile al thie st | t pret l on pene 
\frican program and proje work 

/? Secretary, GS-5 

Peo Ov ick eri nak stenograplil ssistaunce to e Af I} 

“ f | nd Finance Adviser, GS-1. ’ 

/ f ‘ f | Ad] <1) 

‘ Division pre I . ising z 
re 

Ho imiportay studies genera : 
conti the nee Sure 3) 
Clivity Sue] tte 0 indo pre 
fessional linison | + 

the presel desired ‘ 1 
ntensity The primary purpose of establishing a taxation and ti a dvise! : 
: provide this tvype professional supper md concentration 

I M AM 

re 2 Sal irv Engineers, GS 14 (p +e] line 15) 

Ii fie / Phi 4 imuUnItV Wate SUP PS develo] mel progr eCOl e 
ce} e 4 he development of the building of effective and = self-s ng p 
Indigenous institutions in the host countries to provide a central water su] 
authority fe the provision of Community water supplies on a nation basis 
the country concerned Priority will be placed on the organization, n nge 
ment, operation, and financing of the indigenous institutions 

Informally. effective planning and working relationships have been bh tow 
betwee1 he United States and multilatera Internaty | healt Tel Cs ! 

1d g the field of water supy ‘ and these will be mai ned and s enethened 
l rder that all efforts will be directed to assuring maximum and coniyple ent , 
effect 

\ minimum staff of specialists that will represent the major functions of na- 
honal water supply programing, water sup} engineering, utilities management 

nd operation, financing experts, and training staff will compose the basic or- 
ganization, with supporting administrative. statistical, and elerical services 
Technical problems in other categories can be handled by special short-tern 
Consultants services, and by detail of other ICA staff personne ' 

Sanitary e! ll— 

(a) Review and appraise public water supply programs, activities, and pr 

(h) Collect, analyze, and distribute information on technical research and 


development 





Yoo 





(ic) Provide general sanitary engineering Consultation and backstopping of 
ver public water supply activities in technical and professional aspects: 
/) Review, evaluate, and formulate proposals and recommendations: and 
ind ¢) Provide professional and technical assistance and guidance in review and 
mplementation of contracts for services and projects. 
rts Position.—Administrative officer, GS-11. 
Phe administrative officer will be required to: 
Ces (a) Review reports and recommend and initiate appropriate action thereon: 
hy) Draft communications to USOM’s; 
Serve in liaison capacity in clearing documents ; 
d7) Assist in preparation of community water supply budget : 
Prepare drafts of statements for presentation at hearings of congressional 
INTITTe@eS | 
for (if) Prepare program documents ; 
ic 7g) Handle correspondence ; 
Cts (hy) Brief outgoing field personnel on programs; 
rN ) Negotiate and supervise contracts. 
ver Positions.—1 GS—o, secretary: 1 GS—t clerk-stenographer: To provide clerical 
ie nd stenographic assistance to the three staff members. 
om OFFICE OF EDUCATIONAL SERVICES, DDO 
= Position. Specialist on aid to American-sponsored schools abroad: GS-15 
ae: p. 6, line 1). 
ne Justification The program of aid to American-sponsored schools abroad is 
os continuing responsibility. The program insorfar as ICA funding is directly 
os neerned, began in fiscal vear 1959, through section 400(¢¢) of the MSA Aet ot 
vear. Special assistance funding with respect to the program is us follows, 
summary: fiscal vear 1959, S4.275.000° (granted): fiscal 1960, S4 million 
pproved) > and. fiscal vear 1961, 85 million (proposed )—a 3-year total of 
S1B.275.0000 
z By mutual agreeemnt between TCA and TES, the administration of the tisen] 
ay eur To program Was assigned to LES. This was done primarily because TES 
ay ready was engaged in aiding American sponsored schools abroad through a 
aay stall annual dollar appropriation Capproximately S270.000 annually) and the 
s se 0 ~ublie Law 480 local eurrency, No administrative costs for the TCA pro 
= cru Were assessed by TES: it simply was “added” to the duties of pertinent ey 
- sting TES positions, On the ICA side, the program was assigned, as an add 
— duty. to the Assistant Director of the Office of Educational Services 
” The special assistant to the Director of Office of Educational Services, for 
e aid to American-sponsored schools abroad program of ICA will have the 
owing major duties : 
a) To develop or retine a rationale for the program consistent with TCA 
ind programing: and to develop or retine from that rationale, spe 
teria for the determination of allotinents of funds to individual educationa 
ae ustitutions 
sa hy) To obtain, collate, evaluate, and interpret pertinent information about 
ae (merican sponsored schools abroad—to include, as a major means of collecting 
- ty such information, field visits to the schools 
ie ey) To administer the allotment of annual funds to the schools, and to carry 
is evaluative followup activities after allotments have been made and utilized 
Nn d) To serve Office of Educational Services specifically and TCA generally as 
in the staff officer responsible for this program for advisory, budgetary, and eva 
ned Ve services 
Position. Secretary, GS-6, 
The need for a secretary to serve the officer, it is felt, is obvious 
na 
ent OFFICE OF ADMINISTRATIVE SERVICES 
mill Positions 1 GS-9 tabulating equipment operator-supervisor, 1 GS-7 tabuilat 
a Ne project Planner, 1 GS-4 tabulating machine operator, 8 GS-3) tabulatir 
eUipment operators (p. 9, line 11) 
lustification As part of our continuing effort to improve operations in TCA 
= e have increased the utilization of automated data processing systems, and 
Ve found thereby that we can effect considerable reduction of timelags in 
and ertain operations, notably the processing of personnel actions, maintain bette: 
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records on participants, provide better financial and statistical reports, and other- 
Wise ilmprovement management operations within the agency. 

The workload of current and projected utilizations of such automated systems, 
involving the fiscal, contracting, procurement and supply, and participant opera- 
‘ions, has thrown such an increased load upon our current centralized tabulating 
equipment that even with extensive use of overtime, the branch is not able to 
cope With the workload. Thus the reduction in processing time in other offices, 
Which was the justification for the automation, becomes lost. We are therefore 
requesting a minimum increase of staff for the tabulating branch to permit 
double shift operation of the present facilities. By such double shift operation 
we can avoid excessive overtime and premium pay, and also avoid having to 
Itilize outside Contract facilities 


OFFICE OF THE CONTROLLER ELECTRONIC DATA SYSTEMS STAFI 


Position Electronic Computer systems analyst, GS-12 (p. 17. line 12) 

Justification — On March 7 ICA established an electronic data systems staff 
to conduct feasibility surveys and determine those areas in ICA where possible 
electronic data processing applications exist, and to develop detail proposals 
us to Whether and how ICA can best use electronic computers, In order to insure 
an economic payoff through the use of computers, the studies will include analyses 
of the basic reasons for each of LCA’s detailed operating procedures: the inter 
relation between our various operations: the end results required; the manage- 
ment concepts involved ; and the costs of existing procedures 

electronic data systems studies thus far indicate that very definite savings 
ean be achieved in the preparation of certain ICA financial and analytieal 
Statistical statements through the use of eletecronic computer services More 
specifically these studies indicate that: (1) our country functional statements 
plus our appropriation allotment reports can be prepared at less cost and in 
less time through the use of computers; and (2) that certain specifie informa 
tion previously desired by country desks and regional program officers can now 
he provided as a byproduct of our existing report preparation processes 

The additional electronic computer systems analyst requested for fiscal year 
1961 is necessary in order to develop a detailed program for converting our 
existing report preparation processes to an electronic computer application and 
will also initiate further detailed studies in conjunction with the TCA procure- 
ment processes, Thus augmented, the electronic data systems staff will complete 
a detailed feasibility survey of ICA procurement processes within the next 18 
months, after which this trained staff will undertake comprehensive feasibility 
surveys of 9 additional areas in ICA in which our initial surveys have indicated 
that the use of electronic computers shows promise of providing further econ 
omies and better administrative techniques. 

Financial and Procurement Methods Division, —5. 

Justification —A reduction of five positions was effected by a realinement of 
functions incident to the establishment of the Office of Supply Services and the 
transfer of certain program document issuance functions io the Office of 
Contract Relations, the Office of Participant Training and the Office of Supply 
Services, 


NEED FOR REQUESTED INCREASE IN STAFFING 


Mr. Passwan. Do you think this program could get along satis 
factorily if we did not allow these additional 221 positions? 

Mr. Grapy. We are representing here what we think are our mini- 
mum needs to take care of the management responsibilities in this 
ageney, Mr. Chairman. 

T might point out we have a request for approximately $1.4 billion. 
We have a pipeline of $1.4 billion. We have foreign currencies to 
manage of $1.6 billion. So that is a total of $4.4 billion. and the ve 
quest for $40.3 million in administrative funds is less than 1 percent. 

Mr. Passman. Is this foreign currency aside from the Develop- 
ment Loan Fund? 

Mr. Grapy. Yes. 

Mir. Passmaw. An accumulation of $1.6 billion ? 


Mr. Grapy. Yes. 
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Mr. Passman. Do you have anything to do with that but keep 


hooks on it 4 


Mr. Grapy. There is more work than keeping books. 

Mr. Murpiry. It requires the working out of projects with other 
ountries, the working out of the negotiation of the sales agreements 
overing the sale of the vgricultur: al surpluses, all of the accounting 


you referred to, of course, the so-called keeping of books, and the 
supervision of implementation of projects to be financed with the 


ocal currencies, general management. 

Mr. Passmanx. You have a GS-15 to supervise schools abroad. Is 
mtanew position 

Mr. Garapy. It ison the list, I believe. 

Mr. Passman. Is that anew position / 

Mir. Grapy. Yes, it is. 

Mr. Passman. You also have a public administrative adviser. 
That isalsoa new position : Is it not / 

Mr. Grapy. Yes.sir: it is. 

Mr. Passman. Anda mitlariologist. What does he lo 4 

Mr. Murruy. He is an expert on the control and prevention of 
tlaria, Mr. Chairman. 

Mr. Passman. In addition to the increase of 16 posit ons, I note 
ou Want to imerease the man-vears of employment by 63. Why is 

- Increase necessary, and what is the total cost / 


TOTAL STAFFING 


Mr. Grapy. First of all, Mr. Chairman, may I introduce the num 
ber of people we are speaking of here ? 

Mr. Passman. We shall be pleased to have you do so. 

Mr. Grapy. We have a sum total of 6266 American employees. 
We have 4.435 foreign nationals on our direct rolls. We have an 
idditional 2,076 doing contract work abroad for ICA. In addition. 
there are 3.184 paid from the trust funds of the host countries, 

Mr. Passman. 4.435 foreign nationals 4 

Mr. Gravy. I think that is right. This is a total complement of 
10.701 on our direct payroll. 

Mr. Passman. That is ICA's direct payroll ? 

Mr. Grapy. Yes. 

Mr, Passman. That is a part of the total of 43,600 we have been 
oe ee today ¢ 

Mr. Gravy. That is correct. We have an additional 5260 indi 
vl ary doing ICA work for a net total of 15.961, This includes 
he 2.076 contract employees, 

“Responding to the question, this increase of man-vears is what we 
tie ipate will come with the increase we seek of 74 more American 
positions over and above our present complement of positions which 
[believe is 2.468 Americans. 


NUMBERS OF ICA EMPLOYEES IN GRADES GS-18, 14. AND 15, AND DISTRI 
UTION OF EXCEPTED SALARY POSITIONS 


Mr. Passman. Would you submit for the record the number of 
GS-13 and above positions and the number of supergrade positions 
for the past 5 vears ¢ 

Mr. Grapy. Yes, sir. 


{ The 


information follows:) 


Attached hereto 
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tables presenting data for the 5-year period from fiscal 
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, als - ' , ; 
com pe nsated above maximum oj GS-15 and filled inder autho ily of see. 


927 (b) of Mutual Security Act of 1954, as amended 


1957 ! 1958 2 1459 1960 1961 4 


Posi- Amount) Posi- Amount) Posi- Amount) Pos Amount Si 
tion tion tion tion tion 


Level I-a 
ICA } S19, 000 4 S19, OOO 2 S14, OOO $14, OOO $14. 000 
Defense l 14, OOO 2 1Y¥, OOO 2 14, GOO GQ (KM 14. OOO 
Level I 
ICA 10 17, 500 1 18, 500 l 18, 500 l 1s 0 1 18, 700 
s Ls, GOO s 1S. O00 1s. On 1s, OOU 
17, 500 l 17, S20 l 17, 820 
2 Ly, OW) 2 17, 500 
] 17. OOO ] 17, OOO 
1 1 17. 500 | 17. 500 7 MK 1 17. 500 
S (it 2 \ Ut 2 17, 500 
Level | 
ICA t lt Wi ' 16. OW) t ' 4) 2 lt 4 2 1H. 440 
- rT 
| 2 16. OOO 
S ‘ ] 16. OM l (K 
Level I1l 
ICA 14, 835 2 16, 33 ] ] 2 2 lt 
2 $, 620 1 | s lt ) » ] | » 
l 14. 140 2 ] t lt ya } l 
‘ 17 l ; | 15.8 
} l 5 
‘ ] (M Ml 15. 000 
le l\ 
ICA ] 13, 704 2 Lo, 150 < ] ( } ] Loot $ 15, 150 
2 4, 1M ] 14 “ ] 14. 190 
} Hn) 3 14, 190 
n 
es os 
De t 
St ] l 
] 
. ( Executive AC 150: I c Law 854, S4th ¢ é 
| eral | Act ‘ ‘ ma { la 12, 1058: P I 
u 
\ MM 2 LOAL l } e Ju 3 ’ 
) i i. ( Lut 
15 ¢ ‘ 


INCREASE IN ADMINISTRATIVE EMPLOYEES 


Mr. Taner. Mr. Chairman, I do not know what you think about 
this, but IT have been checking through the first 21 pages of these 
green sheets and they show individually, item by item, an increase in 
number of employees of 1,160, and the total number that is shown 
on page 21 is 160, In other words, they have shown 1,000 less increase 
than the individual sheets show. 

Mr. Passman. We hope, before we conclude the hearings, we will 
be able to put these things together. 


53909—60——-61 
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Mr. Taner. You cannot put it together that way. 
Mr. Passman. No, you cannot put it together that way, because 
it just does not add up. Just like you have to add bac ‘kward to get 
the total, under their system of adc lition and subtraction. Iam afraid 
I will have to take a course to learn to count under this new system, 
but I hope before we get through we will be able to estab lish the 
total number of personnel in this program. They say approximately 
this and approximately that; but I think we aha have to establish 
the total number and where they are. It may be that the Congress 
will not go along with some of these new positions _ new titles, 
So we ask you to cooperate, ge ‘ntlemen, in trying to put together the 
total number of personnel in this program. 

Mr. Grapy. In 1959 there were 2.491 administrative emplovees, and 
2.468 in 1960, and we plan 2 542 in 1961. 


REQUEST FOR TOTAL STAFFING OF MSP 


Mr. Passman. We should like to know the total number of positions 
In the mutual security program. 

Mr. Mr Bray. That can only be estimated, Mr. Chairman. There 
nobody on God's oreen earth that can olive the exact numbe rs be- 

‘ause the people you insist on including who are only working part- 
time, such as the people on ag repair lines in the military departments 
that work 1 day or part of 1 day on a jeep, you want included. 

Mr. Passman. Can you give us the number of regular and perma- 
nent employees in the entire program ? 

Mr. Mcurrnuy. Yes, si 

Mr. Passman. And estimate only the part- time 

Mr. Murpeny. We could do that; yes, sir. 

Mr. Passman. Thank you. We shall recess until 2 o'clock. 


AFTERNOON SESSION 


OVERSEA MISSIONS 


Mr. Passman. Last year you stated you would have 60 oversea 
missions in operation in fiscal 1960. How many missions do you have 
in oper: ition now ¢? 

Mr. Gravy. Mr. Chairman, we have individuals in 60 loeations. I 
am sorry, sir, we have 66 locations estimated as of the end of this 
fiscal year. 

Mr. Passman. Does that mean that you have 66 missions / 

Mr. Grapy. Yes, sir 

Mr. Passman. How many individuals do you have at a mission ? 

Mir. Grapy. We have 66 missions now, sir. We have administra- 
tive expense costs Ina total of 69 locations, 

Mr. Passwanx. You have 66 missions in 69 loeations ? 

Mr. Grapy. No, sir. We have 66 missions and we are expending 
administrative moneys in 69 locations. 

Mr. Passman. If you have 66 missions, then, you are saying that 
you are spending money in three locations where you do not have 
missions / 


Mr. (FRADY. Yes: Si 
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MISSIONS WITHOUT ADMINISTRATIVE STAFFING 


| Mr. Passman. Where are they and for what are you spending the 
| money, if you do not have a mission ¢ 
| Mr. Grapy. Excuse me, sir, for not having made this more clear. 

We have a mission in British Honduras, the Dominican Republic, 

ind in Venezuela. We are spending only representation money in 

those locations. I speak now in terms of administrative money in 

these places. As you know, sir, we have program funds and admin- 
strative funds and Tam ad lressing myself here to the administrative 
xspenses of ICA. We are expe aoe money in 69 locations. In these 
ast three places I mentioned, we do not have administrative ‘ly funded 
individu . 

Mr. Passman. How many people do you have in_ those three 
OCAUTIONS 

Mr. Grapy. I have that figure. sir. In Venezuela we have a total 
f four Americans on program funds. In the Dominican Republic, 

we have a total of 15 direct-hire employees, 10 of whom are on 

program funds—Americans—and 5 foreign nationals who are on 
» gram funds. 

Mr "p ASSMAN. What is the difference in the functions of these ad- 
hist trative people who are there and who use the representation 
llowance: what type of work do they do: what services are they per- 
forming. and what would be the difference between the three groups 

adnilnistrative officials 4 

Mr. Grapy. Sir, the breakdown is that for administrative funds 
we have individuals who are in effect directing their activities in the 
terest of the United States and in the interest of managing the as 
vets of those doing business for ICA abroad. On the other hand pro- 
gram. funds are used where the individual is directing his etfort en- 


1 


tirely in the interest of a project or program of the host government. 


r¢ 


TOTAL MISSION STAFFING 


Mr. Passman. You have 66 missions. Let us forget about the three 

eare talking about. What is a mission? How many are at a mis- 
sion. and just what do they do ¢ 

er Grapy. The number of individuals, I think 

Mr. Passman. Weare trying to find an average. 

Mr. Gravy. The number of individuals would not reflect: whether 
or not there was a mission as such. We have 66 places abroad where 
there are active programs now. I think it would be fair to say that at 
these 66 that we have both program-funded and administrative- 
funded employees and that we are expending from both program and 
administrative funds. 

Overseas, Mr, Chairman, we have 955 administr: ative positions this 
year and are planning for an onboard strength of 3.400 program 
positions abroad this year. 

Mr. PassMan. As against how many for last vear / 

Mr. Grapy. Last vear we had 3.100, or an increase of 300 is pro- 
cramed for fiseal vear 1960. 

(Discussion off the record. ) 

(The following information was furnished for the record.) 
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The figure of 955 represents the number of positions shown for fiscal year 


1960 in the fiscal year 1961 presentation. It includes S75 oversea positions 
and SO positions in the oversea personnel program complements devoted to 
training, reassignment, and medical purposes. The fiscal year 1960 presenta- 


tion had requested YS6 positions, consisting of SS6 oversea positions (see p 
140 of the hearings before the House Appropriations Committee in 1959) and 
100 oversea program personnel complement positions, against which 966 en 
ployment authorizations currently have been issued 


} st AN 


LOCATION OF NEW MISSIONS 


Mr. Passmax. You had 60 missions planned for 1960, and you saj 
now that ne have in being 66 missions, plus the 3 segments of 3 las 
missions which are in the administrative end and not in the program 
end. Will vou please tell us where those 6 new missions are, in addi 
tion tothe 604 Tam speaking of the full missions now, 

Mr. Gravy. We anticipate that we will be opening missions 
Sierra Leone, Togoland, and the Cameroons during fiscal year 1961 

Mr. Passman. We are not talking about 1961. We are talking e 
tirely ot fiscal 1960, You stated vou would have 60 overseas MISSIONS 
In operation in fiscal year 1960, und in reply to my question you sai 
vou had 66 missions mn 1960 and 3 partial missions, which made 
total of 69. Now, you explained away the three partial missions 
Wi 1] you please olive Us a report on the 6 MISSIONS over and above the 
60 you estimated last vear / 

Mr. Gravy. Mr. Chairman, I believe these would be East Afri 
the Federation of Rhodesia nicl Nyasaland, (rhana,. (ru hea. al 
Nigeria 

Mr. Passmax. You had Ghana in last vear. So, it could not 
Ghana. Also, Nigeria was in last vear, 

Mr. Grapy. In that case LT would have to vet astutement to reflect 
these additional. 

Mr. PAssMAN. You do not have it at this time / 

Mr. Grapy. Ldonot.sir. Tam not able to identify them, 

Mr. Passman. All right. su 

(The statement supplied follows :) 

On page 1540 of the Mutual Security appropriation hearings for fiscal yea! 
1960. ICA listed the names of 66 locations in which it intended to have people 
or to carry on Mutual Security operations in fiscal vear 1960 Since this table 
Was prepared, the area controller office, Paris, was dropped out and those cot 
troller activities were located in Germany ICA representatives have also beel 
ndded in Yemen and Sierra Leone. The ICA activities scheduled for dropout 
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British Honduras and not shown in the table were continued. ICA personnel 
ire also being restored in the United Kingdom in 1960 and 1961. 
Locations 


Reported last year___- = Rae De a aeene 66 
Less: Area controller, Paris oe ae eats oer ee ae eceicaes _ | 
Add: Yemen, Sierra Leone, and British Honduras- ssipszacte'ss : Ls 
Reinstate: United -BRincedom..... 2.22.25 ..64eens~-see ene a ] 

SA MINN hc i a ed a _ +3 
Number of locations planned in 1961___--_~ , a cs 69 
\s stated in the testimony, ICA is spending in fiscal year 1960 program funds 


British Honduras, the Dominican Republic. and Venezuela but uae s not use 
dministrative funds in these three countries for employment of administrative 
nnel but only for representation purposes, 


REASON FOR TIE ESTABLISHMENT OF NEW MIssSIONS 


Mir. Passman. Why could you not stop at 60 missions? Why did 
you have to run it on out to 66 and fund them 4 

Mr. Grapy. Mr. Chairman, I was not aware that we had asked only 
for 60 missions last year, 

Mr. Passman. You stated vou would have 60 oversea missions in 
operation im fiseal 1960. 

Mr. Grapy. I think this may, in part, be semantics inasmuch as we 
ow have, as you may know, in Europe for example six missions in 
which we have from two to six people. We have had no new money 
to go into these places, but we still do have individuals taking care 
f U.S. foreign aid interests. I do not know whether this accounts 
for this difference of 60 to 66 or not. I will be glad to get this for 
he record, 

Mr. Passman. They were not there last year. If you will look at 
page 1540 of the hearings of last year, the ones you referred to were 
n the record, namely, Austria, Germany, Iceland, Italy, Spain, and 
ap dsere 1a. 

rentlemen, we are not quarreling. We are trying to understand this 
sill We cannot ask the questions and do the answering also. 


ICA OVERSEA ADMINISTRATIVE POSITIONS AND EMPLOYMENT BY POST 


Would you please supply for the record a list of oversea missions 
h operation ae together with the U.S. personnel and local personnel 
issigned to each, and also indicate the additional personnel to be as- 
signed to each in fiscal 1961 if this request were to be approved ? 

Mr. Grapy. Yes, sir. 

Mr. Passman. It should be in the form of a table. I want to be sure 
that we get the information that we need for it to be similar to the 
table on page 1540 of the hearings last year. 

Mr. Grapy. Yes, sir, we will do that. 

(The information requested follows :) 
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ICA overseas administrative posilions and employme nt by post Continued 
Fiscal year 196 
I il year 1961 
estimate 
Authorized Filled Feb. 29, 1960 
American Local American Loca (American Local 


1 America—Continued 


N learagua : $ y 3 9 4 10 
I I ill) ' 12 7 12 12 
Paragua ’ 32 If 29 ) $2 
Peru ) 21 f ) 21 
Uruguay 
\ ezuela 
Over territorie 
British Guiana 2 2 4 4 
Jamaica ] 2 ] 3 
Surinalr « 2 2 3 + 
Prin { 1] 4 S 16 
rotal ST 1, 692 S53 1, 444 ) 839 
[ PEO irsable yvees 
I i4 EO reimbur eemy S 
a SU pos nICAt n 1d other complements 


ICA PERSONNEL ASSIGNED ONLY WHERE A PROGRAM EXISTS 


Mr. Passman. Do you have any oversea missions In any country 

where we have no IC.A programs ¢ 

Mr. Grapy. Do you mean new money going in, Mr. Chairman? 

Mr. Passman. No, I mean just that. Do you have any oversea 
missions in any country where we have no ICA program? 

Mr. Grapy. I believe we have an area controller's office in Europe. 
Ido not think it could be said that this is a p as without a program, 
however, and so I think the answer is, “No, s 

Mr. Passman. Do you want to change t hat, Mr. Murphy 

Mr. Murriry. a sir. It just occurred to me that there are some 


ICA personnel at Paris, France, which are participating in the re- 
Benes aectadisans program, I believe—the Muropean productivity 
program—which is not a country program, but there is an ICA 
program going on and that is why the personnel are there. I think 


the answer to your question is there are not any ICA personnel 
anywhere where there is not a program. 


ICELAND PROGRAM AND PERSON NEI 


\Ir. PASSMAN. How about [eeland ? 

Mr. Mi RPILY. There is one person in Iceland and, of Course, there 
is been a program in Iceland, Mr. Chairman. We have made some 
loans there for a couple of projects and financed some 

Mr. Passman. You have one ICA offieial assigned to Ieeland? 
Mr. GRADY. One on sad ote and one On program. 

Mr. Passwan. You have two? 

Mr. Grapy. That is right. 

Mr. Passman. And vou have new programs coming up? 

Mr. Grapy. No, sir. 

Mr. Passman. Why do vou need a program man there? 

Mr. Murenuy. You have to carry out the one that is underway. 


Phey have had some louns. 
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Mr. Passaran. When was it first ap ypropriated 2 
Mr. Murpny. I think the progr am. in leeland resumed—and JI 


have to use the word ee os because there Was one under the 


Marshall plan and it stopped i eal 1958—and they received some 
loans. Other progr: un projects fixe been there. ‘There was a hydro- 
electric projec oe hey : also vot a loan to finance some imports. Then 
In fiseal 1959, there was another loan. ‘Therefore, the personnel 


there are engneed in the program that has already been listituted, 
Mr. PASSMAN, In etlect. W tit clo they clo 4 | have reference to 
the two persons assigned there. What service are they performing 
for our country ¢ 
Mr. Murrnuy. The administrative person is of a controller type. 
Mr. Passman. What does he control / 
Mr. Murpuy. He is doing investigative work in order to be sure 
that the commodities sent in there are used for the purposes In- 
tended and to see that the counterpart required Is deposited, as well] 


“us all of the financial tv pe aetivities such as keeping the reports and 
making the reports to Washington on financial matters. 

Myr. Passman. Whose reports ¢ 

Mr. Mureny. For ICA. 

Mr. Passman. He writes his own reports / 

Mr. Murriry. They are financial reports. 

Mir. PassmMan. Race dads tis tonina tinal’? 

Ar. Miu RPHY. lle probab ly vets some help from the clerks in the 
Kinbassy. 

Mr. Passman. Why could not the Embassy do that small amount 
of work, if it is so small that he does not require a typist or 
stenographer ¢ 

Mr. Murreny. I did not say it was so small it did not require a 
stenographer. You were talking about the ty ping of the reports. 

Mr. Pass AD. Y Ou Ss aid you hi id two pe rsonne |, 

Mr. Murriry. I said there was one administrative type and T was 
telling you what he did, Mr. Chairman. I did not mean to imply 
that what he did was so little that somebody in the Embassy could 
do it. Tle is fully oecupied. 

Mr. Passman. But he has no stenographer / 

Mr. Murreuy. No, sir. I imagine he gets clerical assistance from 
the Embassy. 

Mr. PASSMAN. Then it means the Mmbassy must have personnel 
in excess of its needs if they have personnel which they can assign 
to this person. 

Mr. Mureny. I do not think they have really assioned anyone to 
him full time. It is just a matter of the report having to be typed 
and he has been able to get some help from them. That does not 
mean the Embassy is overstaffed. It is a matter of commonsense. 
ue reference to the program person, he would be, of course, en- 
gaged in the substantive work, reviewing the project to be sure it 1s 
going as planned and as agreed to | Eanes the Dae States and this 
country and that the program generally was accomplishing the pur- 
poses for which we were giving the assistance. 

Mr. Passman. When did you approve this loan for Iceland? 
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Mr. Murrny. I do not know the day, Mr. Chairman. I would 
have to research that. I know the first loan was about 2 years ago. 
Mr. Passman. What if you find out that this thing has been over 
for 4 or 5 years, and they have been up there fishing? You know 
they still have a warehouse here and are still polishing saddles from 
e War Between the States. 
"ihr .Meurreuy. Ihave heard you say that. 


REPORT ON LOAN TO ICELAND 


Mr. Passman. Give us a report on that operation, and find out 
when you made the loan. 

Mr. Murruy. This does not indicate when the loan was made, 
Mr. Chairman. I will have to research that, but it does indicate that 
during this fiseal vear there was an additional $3 million worth of 
assistance elven to Leeland. 

Mr. Passman. What kind of assistance ? 

Mr. Murrnuy. Economic assistance under the special assistance ap- 
propriation and, therefore, there undoubtedly is work for the one 
diministrative person and the one program person to continue to 
perform. 

Mr. Passman. Could vou tell us the nature of the 83 million under 

e special assistance program, and when you made the alloeation or 

eloan,orthe oft / 

Me. Mr REEL Y | would have to refer to the special assistance hook 
on that, Mr. Chairman. I do not have that book with me. Could 
[ borrow one » of the committee's copies of it? Could I have one of 

em fort] = cra ASSIStance program ¢ 

Mv. aoa LN We will let vou have anything on this side of the 
table in order lai up. 

Mr. Taner. Youdo not expect to clear it up, do vou / 

Mr. Passaan. No, Lam not that optimistic. 

Vir. Anprews. We might lend-lease it to him. 

Mr. Mcurruy. The 83 million for fiseal vear 1960, Mr. Chairman, 
s devoted im its entirety to financing’ an import program involving 
$1.6 million of raw materials and fuels, S900.000 worth of machinery 
and equipme nt, and S500,000 worth of other industrial commodities. 
This is the same-sized program as was elven in fiscal veal L959, Mr. 
Chairman, for the same general purposes, 

(The following information was subsequently furnished for the 
record. ) 

A recheck of the facts indicates that: 

(a) The grant-aid program in Iceland was terminated in fiscal year 1953 and 
was resumed in fiscal vear 1957 as a loan program. 

(b) The first loan from mutual security funds was made on December 28, 
1956, in the amount of $4 million. The current loan agreement was executed 
January 29, 1960, in the amount of $38 million to assist Iceland with its problem 
in respect to balance of payments. The total of grants and loans to Iceland 
since the inception of the aid program in 1948 is $55 million. 

(c) Three positions are maintained in the Iceland mission. One of these 
is the controller paid from administrative funds, who is assisted by an Icelandic 
local paid from administrative funds. A program assistant also paid from 
administrative funds has been detailed to the Department of State (IES) which 
has taken over responsibility for certain aspects of the program. 
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WORLDWIDE TOTAL STAFFING OF CONTRO LER 'S OFFICE 


Mr. Passman. How much research would you have to do in order | 


to tell us the number of personnel that you have employed; that is, 
doing nothing else other than seeing that the money Is spent for the 
purposes for which it was intended originally / 

Mr. Murrny. I would say the people who devote their full time to 
that kind of activity, Mr. Chairman, would all fall in the controller 
field, and I think ICA could fairly quickly add up all of the controller 
personnel all over the world at each mission and in Washington and 
give you a figure. 

Mr. Passman. You did s “all over the world” / 

Mr. Murriry. There are « datinatle ‘y personnel in virtually every mis- 
sion, Mr. Chairman—wherever we are giving aid we have people 
tying to see to it that it is being used for the purpose given. 

(The following information was furnished for the record :) 


As of March 381, 1960, ICA had 244 American controller personnel overseas 
and 295 in Washington. 


INCREASE FOR OVERSEA PERSONNEL PROGRAM 


Mr. Passman. You are requesting an increase of 350,000, up toa 
total $700,000, for the oversea personnel program. 

Mr. Grapy. Yes.sir: we are. 

Mr. Passman. How much is allocated now, and how much of the 

$30,000 inerease isto be allocated tothe following items: 

(1) Language training and other employment development pro- 
grams. 

(2) Ile xibility ine mployi Ing competent pe rsonnel. 
3) Improvement in capability to retain experienced personnel. 

(4) For equitable treatment of employees who incur injury or 
sickness during oversea service / 

Mr. Grapy. We feel that the entire caput O00 is to serve these pur- 
poses which vou have mentioned. We anticipate a 36,000 decrease 
In expe nditures in the recruitment ee I Mr. Chairman, and 
an inerease in the reassignment complement of $25,000: an Increase In 
the medical complement of $4,000 and also an increase in the trang 
complement ot 87.000. 


DESCRIPTION OF OVERSEA PERSONNEL PROGRAM 
Mr. Passman. The 8700,000 is more or less 11 - Supervisory cate- 
gory, or to check on the employment of competent personn el’ These 
are not actually people who get out and do the work 4 This Is more 
or less to supervise the overall personnel program: is that correct ‘ 
Mr. Grapy. No, sir. The eae personne] program was de- 
veloped to olve the Avene \ thie xibilit t\ it Was felt it needed and the 
Congress played an important oe in this i, first of all, improving 
our recruitment and, secondly, getting individuals in who were good 


even thoueh we might not at that verv moment be able to send them 


L particular Pp lace overseas; to be sab le t LO retan those indivi luals 
ie had ee oversea assignments but could nol ES INET 
toOranv ni imbe ‘ ot 1 MLSONS, GOTO: a second ASS1O}) ment, ¢ ther IPning 


fron hon » lea ve to the asslonment thev had betore or to another. 
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This oversea personnel program simply gives us some flexibility and 


permits us, in effect, to have a small ¢ ‘adre of individuals on an assign- 
ment or reassignment complement between assignments so to speak. 

Mr. Passman. Is this something like the MAAG training program 
of the last 2 years under the military assistance program / 

Mr. Gravy. Lam not able to answer that question. 

Mr. Murruy. No. 

Mr. Grapy. The mony that we expend under this particular pro- 
gram is for language training, for orientation and various kinds of 
inservice training and for an intern program that we have which 
permits hiring individuals. 

Mr. Passman. Is not this kind of a workmen's compensation pro- 
gram, Whereby you bring them back and you have no particular place 
to assign them, but you assign them into one of these e: ategories and 
pay ee salaries until they can be reassigned ? 

Mr. Grapy. No, sir, it is not that. What we are talking about here 
< 80 positions. I think we program for next year 50 man-years. We 
have this system and we have these positions available so that we can 
move individuals into them and out of them and on a recruitment 
complement basis reassign them. 

Mr. Passman. Pending reassignment, are they not drawing this 
salary until you find a position where you can reassign them ¢ 

Mr. Gravy. This is part of it and the medical complement is part 
of it. 

LANGUAGE TRAINING 


Mr. Passman. And, the language training and other employment 
development programs are part of it. 

How much of the $700,000 will you allocate to that particular pro- 
gram ¢ 

Mr. Gravy. On language training, sir, we anticipate that we will 
expend $100,000 in administrative funds for this fiscal year. 


FLEXIBILITY IN EMPLOYING COMPETENT PERSON NEI 


Mr. Passman. How much with reference to flexibility in employing 

petent personnel ¢ What does that mean ? 

Mr. Grapy. I think in the fashion in which it was used it means, sir, 
that the oversea personnel program olives us an opportunity to ecare- 
fully select people and in a given instance, perhaps, to get a man in 
several months before the particular position that we had in mind for 
him and needed him for it was actually open. 

Mr. Passman. Indoctrination ? 

Mr. Gravy. Yes, sir: that is right. 

Mr. Pass. AN. How much do you have for this particular category, 

flexibility in employing competent personnel 

Vr. Gr (py. Wedon ot break it down that way,s 

Mr. Passmax. You were able to give me the $100,000. Why ean 
Vi not eive us that 7 , 

Mr. Grapy. 83.000 is the amount for orientation. 

Mr. Passmanw. We want to know how much you have in the pro- 
gram for flexibihty in employing competent personnel, as well as 
’ t they are wolng to do. You know the aver: we ler at h of time you 





G70 





will have them and, SO, VOU ought to be able to tel] us how much money 
you will need for it. 

Mr. Grapy. Perhaps Mr. Tlinderer could help us on this point. 

Mr. Hinperer. Mr. Chairman, in 1960, $250,000, 

(‘The following supplemental information Was provided :) 

The total for the recruitment complement charged against administrative 
funds in 1960 is $20,000. The $250,000 figure includes funds for all complements 
other than training financed from both administrative and program funds. 

Mr. Passman. How about 1961 7 

Mr. THIInperer. $335,000, 

(The following supplemental information was provided :) 


In 1960 the amount for the recruitment complement tinanced from administra- 
tive expenses is 814,000 The S335,000 figure refers to 1961 estimates for all 
omplements other than training financed from both program and administra- 


ve funds, 


Mr. Passmawn. $335,000 4 
Mr. Hinperer. That is rielt, sir. 


RETENTION OF EXPERTENCED PERSONNEI REASSIGN MEN COMPLEMENT 


Mr. Passwan. Now, how much with reference to the improvement 


n capability to retain experienced personne! ¢ 

Would that indicate vou are having a lot of trouble retaining ex- 
perienced personnel 4 . 

Mr. Hixperer. No. sir: but it is a great deal cheaper to the or- 
eanization to keep a wood man than toe lose tim and then have to go 
out aha recruit another one 

Mr. Passwanx. Tow much do vou have now’ Tow much do vou 

ave for this program of in proven h Ccapab lity to retain eX- 


ce perso? nel / 


Cre 
Mr. Tlinperer. That would be the reassignment complement, 


? } 
1) 
I 


ean Eel ele) 1?) LOGO) 
a a4 , 7 ; ; oy 
{ he OLMOW LIE stb pementy tat] i ()) i~ mrovicdedq 
| oO 1] l 
The estimate for the reassignment mplement harged to administrative 
funds is SS5.000 in 1960 and SI1TO.000 In T9611. Phe ilance is charged against 


program funds 
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Mr. Passman. If you will give us a little background of the trouble 
you have hac through losing experienced personnel ania just how you 
-pend this to keep them, it will help us. 

Mr. Tlinperer. Yes,sir. Mr. Chairman, when a man’s tour of duty 
is over in the field and he returns to Washington, if we do not immedi- 
ately have another position to which we can assign him, we would have 
to terminate him from the organization because we would have no 
way to pay him. So, we have set up this fund and these positions to 
harge this person against these positions until anew job comes along. 

Mr. Passman. I said that earlier, but you said no. It is a kind of 
a compensation program whereby you are paying their salaries until 
you can reassign them ? 

Mr. Hlinprerer. Mr. Chairman, they do work in the meantime. 

Mr. Passman. But not doing the work you intend them to do. 
They are just being retained in some kind of a status until you can 
find an opening for them and send them out in the field ? 


. 
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Mr. HWinperer. In their particular specialty; but while they are in 
the Washington ollice, they are assigned to jobs. 

Mr. Passman. In their particular specialty, you would not send a 
doctor out toa farm project, would you 4 

Mr. Axprews. Mr. Chairman, may I ask a question at that point? 

Mr. Passman. Surely. 

Mr. Anxprews. Ilow long does that period usually last? Is it a 
month, 2 months, 3 months or how long / 

Mr. Hixperrer. One to two months; rarely as long as 3 months. 

Mir. Taner. Tow niany do vou have there now ¢ 

Mr. Tinprerer. In the reassignment complement, I do not have that 
exact number, but LT would guess there would be 12 or 15 people as- 
S121 ed to that. I can pul that in the record. 

Mir. Taner. Twelve or thirteen ? 

Mir. Tlixperer. Yes, sir. 

Mr. Passmanx. Why does it have to be worded “improvement in 
( ipability to retain experienced personnel” ¢ Is that to make it kind 
of sugar counted, when you vel down to it / It is nothing more than 


paving them the salary which they will receive in some future assign 
ment. 
Lean ll derstaa dl it better 1) those terhis, 


Mie. Plixperrr. That is rieht. 


PUNDS FOR EMPLOYEES INCURRING INJURY OR SICKNESS 


\Ir Pass LS, With reference to item No. a fo equ table trentment 


of emplovees who incur injury or sickness during oversea service 
how hiueh do vou have Lr Udaeat Calegory e 

Mr. Tinprrer. That is the medical complement. 

Mr. Grapy. There are four individuals presently in that comple 
ment, Mr. Chairman. 

Mr. Passman. What isthe amount of money in it 

NI. GRADY. Twenty thousand dollars 1} acddministr: tive funds, and 


we alt icipate SY4000 for next vear. 

Mir. PAssM Lees It the average Is ol) davs, would it appl 
tothisasin the above, to retain expe rel ced perso nel / = 

Mv. GQRADY. We uve Move as Vou KrOW,. SIT. nto 1 
developed APeAS, 

Mir. Passman. Such as Africa / 

Mr: GRADY. Yes, sil. I think our experiel ce vould indieate that 
there wel] hay be SOE i crease, anid it ic t r this reason that we are 
estimating that there will be S4.000 more. 

Mr. Passwran. Are Vou Moving In or do vou plan to move in? The 
Congress May have something’ to do about t} is new te 
program heme plant ed for Africa. 


| believe t ndads up to STOOOOO, rather than the S7O0.000 Vou 


‘chinieal aid 


have 
Incieated Wn vour Justifieations., \ ol have S1LOOLO00, $335.00 ) So4. 


OOO. and Sv50.000, Usine the reoular arithmetic. it is STOOO00, If 

you have some other formula, Vou Ped 11 dienate ii for the re ord. 
Mr. Grapy. We have in our recruitment complement, 814,000 = r¢ 

assignment, SILO.000: medical, 824.000: and he tra he compl 


ment. Soov OOO, sir. I believe that STOO 00 
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EMPLOYEES IN TRAINING 


Mr. Taner. How many do you have or have you had in training’ 

Mr. Passman. Using those figures against ‘the ones previously 
given us, your addition is correct. But, we are using the first figures, 
However, you want to use the last figures. 

Mr. Grapy. We have $552,000, Mr. Taber, in our training com- 
plement. 

Mr. Taper. That is dollars? 

Mr. Grapy. Yes, sir. 

Mr. Taser. That represents how many people? 

Mr. Gravy. Forty-nine individuals, sir. 

Mr. Tazer. That would be $10,000 each. 

Mr. Passman. And, after they leave these categories, then they go 
on the payroll of the mission to which they are assigned; is that 
correct / 


Mr. Grapy. Yes, sir. 
NEED FOR FUNDS FOR PAY INCREASES 


Mr. Passman. Why do you need $500,000 for periodic pay in- 
creases of American employees and wage scale increases for foreign 
nationals ? 

Mr. Grapy. I think this is pretty much out of our control, sir. I 
think this is a matter of law with respect to the first group. I think 
it is a matter of our policy in dealing abroad with respect to the sec- 
ond group. I think this, in turn, is determined by the U.S. Embassy 
in the countries involved. 


DEPARTMENTAL QUARTERS ALLOWANCE 


Mr. Passman. Last year you requested $35,000 for quarters allow- 
ance under the “Departmental obligations,” for 13 inspectors. Page 
51 indicates an allotment for this purpose in fiscal year 1960 of only 
$7,900, and it is further reduced to $7,000 for fiscal year 1961. 

Has this cost been transferred to the overseas category ? 

Mr. Grapy. I am sorry, sir, but I do not know. You are referring 
to an object under the departmental item on page 6 of the supple- 
mental material ? 

Mr. Passman. Page 51. 

Mr. McAuuisrer. This quarters allowance here, Mr. Chairman, 
is primarily for the personnel in the overseas personnel program who 
after having a certain amount of training in Washington are assigned 
overseas for further training, and this is the quarters allowance for 
those employees which they would receive in the same manner as our 
regular employees in field and staff positions. 

Mr. Passman. The difference comes out of the oversea category! 

Mr. McAuuister. Yes, sir. 


DECREASE IN RENTALS 


Mr. Passman. How much have you proposed as a decrease in the 
cost of rental space in the District of Columbia ? 
Mr. Grapy. $524,000 I believe, sir. 
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Mr. Passman. Where can that be reflected in your reduction in 
your request for funds for administrative expense this year ¢ 

Mr. Murruy. Page 51. 

Mr. Gravy. We have listed under “0.05 Rents and ut ility services,” 
on page 51 in the other programs functional presentation book. Mr. 
Chairman, we reflect this reduction from $1,067,000 to $574,000 there. 

Mr. Passman. The overall request is greater than last year, 
though. You can always come back and say you would have asked 
for more if it had not been for this reduction ? 

Mr. Grapy. Yes, sir. 

Mr. Passman. But, youstill have a net increase ? 

Mr. Grapy. Yes, sir. 

Mr. Passman. Last year you stated that your rental bill would be 
$1,049,000 in fiscal 1960 and, also, that 80 to 85 percent of your space 

requirements would be met by going into the State Departmen 
Building. 

Should you not be proposing a greater reduction in your rent 
budget, in view of the statement made last year ? 

Mr. Gravy. Mr. Chairman, we are in effect reducing our planned 
expenditure for rents this year about in half, and we do this because 
we anticipate that the move that you mentioned earlier will have 
been completed by December 1960. 

Mr. Passman. But, what you said last year we can just discount? 
It did not materialize / 

Mr. Gravy. It did not, sir; that is correct. 

PassMANn. Does the same degree of guess exist for the next 
year as you had last year? 

Mr. Gravy. Mr. Chairman, I think our figures were proper last 
year, 

Base PassMAN. Well, 85 percent of $1,049,000 would certainly be 

nore than $500,000. 

"ie maby. Yes, sir, but this, sir, was contingent upon our moving, 
in fact, into the new State Department Building which has not yet 
occurred. 

And, will not occur until the end of this calendar year. The delay 
inmoving in, Mr. Chairman, was 

Mr. Passman. There is a degree of guess as to what you esti- 
mated last year, which did not ‘materialize. 

Mr. Grapy. Yes; because of the steel strikes primarily, sir. 

Mr. Passman. I knew there would be some reason, but I am won- 
dering if you have the same degree of guessing this year as you had 
last year. 

Mr. Gravy. It certainly could happen. If we do not get into the 
State Department Building, we will not have this savings of $524,000. 





SHIPMENT OF HOUSEHOLD GOODS 


Mr. Passman. What is the situation this year with respect to the 
shipment. of household goods? We had quite a discussion on the 
matter = competitive bids for this item last year. 

Mr. Gravy. Yes, sir. 

We are now following the procedure that has been developed by the 
Department of State, U SIA, aand ICA. As a result we are now re- 
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quiring our employees to deal with one of six companies who, it has 
been authoritatively determined, are qualified to handle this work and] [) 
who have made bids which are best and which combine their « capabil-f mx 
ity to do the job. The reason for six rather than more or less, I amp vi 
told, is in order to assure that there is a capacity during the peakP ha 
per Sadist meet the requirement. 

Mr. Passman. It is my understanding that some of your trans 
fer companies have a process for pac ‘king so that the space used of =m 
the ships offsets any savings you might make by using the oli 
method. 


Are you familiar with that condition ? to 

Mr. Gravy. In a general way. ti 

Mr. Passman. Is that a correct. statement ? in 

Mr. Grapy. Without addressing myself to the statement, I would} y 
like to say to you, Mr. Chairman, that we do reflect an anticipated} ~ 
saving of S53. by the new arrangement. o 

Mr. Pamir. That could be brought about for many different rea} f, 
sons, but is it true about the reported method of crating ¢ 

Mr. Grapy. Only in a general way. I believe that this observatio p 


that has been made to others by you is not correct, sir. 
Mr. Passman. If it takes 50 percent more space on a ship to shi 
the same number of pounds of household goods on account of the way 


it is packed, and you are paying according to the cubic foot rather ( 
than weight, then there must be something in support of the argument t 


OVERTIME AND HOLIDAY PAY 


Why should 1,500 departmental employees require $165,000 for 
overtime and holiday pay while 2,633 oversea employees require onl} 
$133,800 for the same purpose ? 

Mr. Murrny. A good part of the answer on that is that the Wash- 
ington personnel are the personnel who have to prepare and present 


the program to the Congress. 
Mr. Passman. Do what / 
Mr. Murruy. To prepare and present the program to the Cor 


gress. A tremendous amount of overtime each year is tied up with 
the business of getting ready to come up and present the program and 
the actual presentation of it. The personnel in the field make the 
initial calculations early in the fiscal year; for example, they ar 
working already on fiscal year 1962 to some extent. The big burder 
falls onthe Washington staff. 

Mr. Passman. I believe the gentleman would attempt to answer 
any kind of a question, but that is about the weakest one I have heard, 
blaming the Congress. 

Mr. Murer. I was not blaming the Congress. I said pe es 
were working in connection with getting ready and making ready tht 
presenti ition. 

Mr. Passman. I want to say this: Do not cut them down. On the 
basis of what has been presented this year, if it requires overtime t 
vet. that much up here, I should regret to see them use less time 
Please continue. 

EDUCATIONAL ALLOWANCE 


This education allowance is again up in fiscal year 1961, by $27,000, 
to a total of $245,450. I assume the increase is predic ated on the in 
erease of 58 oversea positions that you are request Ing 4 
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Mr. Grapy. Only in small part, I would think, Mr. Chairman. 
The educational allowance determination is made within the De part- 
ment of State and because we do have a greater percentage of indi- 
viduals in areas where there are not educational facilities, this cost 
has gone up. 

Mr. Passman. The item w: as only $110,672 in fiseal 1958. 

Mr. Gravy. Yes, sir; I believe the increase is for the reason, pri- 
marily, that in the United States— 

Mr. —— 1N. You have almost doubled it. 

Mr. Gravy. It is simply a matter of getting an American citizen 
to work overseas in an area where there are not educational facili- 

ties and who still wants his youngsters to be educated. We are, in 
in effect, subsidizing this to the extent of le ‘tting the individual or his 
youngsters go - 

Mr. PassmMan. What did you do in the other 10 years of this pro- 
eram? In prior fiscal years it was $110,672, and now you are asking 
for 8245.450 for fiscal year LOGL. 

Mr. Gravy. Yes, sir. I believe this is because we were then in 
places where there were educational facilities. 

Mr. Anprews. May I aska question / 

Mr. PassmMan. Surely. 

Mr. Anprews. Mr. Grady, in the case you mentioned about an in- 
dividual who goes overseas with children, of course he has a desire 
to educate those children, but does he get an extra allowance for edu- 
cational benefits for the children ? 

Mr. Grapy. I believe when it is necessary that the individual sends 

is youngster to another place and then there is an allowance for that. 

“i. Taper. If a man gets $18,000 a year, how much would he get 
in the way of Foreign Service perquisites! Something like $35,000 ? 

Answer that question after we answer this call, please. 

Mr. Passman. Weshall take a brief recess. 

(A short recess was taken. ) 

Mr. Passman. On the figure of $110,672, you had for the eduea- 
tional allowance overseas for fiscal year 1958, how many personnel 
were involved at that time ? 

Mr. Gravy. Mr. McAllister has those figures, Mr. Chairman. 

Mr. McAuutsrer. I do not have the 1958 figures, Mr. Chairman. 

Mr. Passman. It is not very old. Why would you not have that? 

Mr. McAuutstrer. It is based- 

Mr. Passman. There is no use going any further on that. We have 
$245,450 requested for 1961, but how about 1959? 

Mr. McAuutstrer. 408 educational allowances. 

Mr. Passman. How many for 1961 / 

Mr. McAuutstrer. 603, estimated. 

Mr. Passman. How about 1960? 


INCREASES FOR AFRICA 
Mr. McAnutsrer. 552. The greater part of these increases is in 
Africa, of course. In 1959, the number was 51 and the estimate for 


1960 is 100: and the estimate for 1961 is 138. The rest of the increase 
is for all of the other countries. 


53909—60 62 
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ALLOWANCE TO OVERSEA PERSONNEL 


Mr. Passman. What are the other allowances, such as living quar- 
ters, education, for each salary grade of your oversea personnel ? 

Mr. Taner. There are others besides that, such as Foreign Service 
pay. 

Mr. Passman. I am speaking of all types of allowances, in addi- 
tion to salary. 

Mr. Grapy. You are interested in the totals or a breakdown? 

Mr. Passman. We want the breakdown. 

Mr. Grapy. We will make that available for the record. 

Mr. Passman. You do not have it ? 

Mr. McA.utsrer. No, sir. 

Mr. Anprews. Mr. Chairman, could we take a hypothetical case 
of a man making $16,000, $17,000, or $18,000 overseas and add on to 
his basic salary these other items? That would be his basic salary and 
then we could add on to that the housing allowance, school allowance, 
and everything else he gets in oversea payment. 

Mr. Gravy. I believe our Director of Personnel— 


SCHEDULE OF SALARIES AND ALLOWANCES FOR PERSONNEL IN LAOS 


Mr. Passman. Let us consider the country of Laos. Let us take 
the head of the mission there. What is his salary? 

Mr. Gravy. I believe he is paid at the rate of $20,000, class IV 
mission. 

Mr. Hrnperer. Mr. Chairman, a chief of mission would not be a 
good example of a typical case because he receives a house in lieu of 
an allowance. 

Mr. Passman. We are going to add to that all of the allowances. 
What does he get? 

Mr. Grapy. He does not get some of the allowances you are inter- 
ested in. 

Mr. Passman. We are going to establish a few, if you answer our 
questions. 

Tell us about all of the allowances your records indicate that he 
gets. 

Mr. McAuutster. Mr. Chairman, I do not have with me, nor do I 
have the instructions to develop it at this table. 

Mr. Passman. You can give us his salary ? 

Mr. McAtuisrer. Yes, sir. 

Mr. Hrinperer. Mr. C hairman, may I interject something? All the 
allowances are set up by the State Department and they are in a docu- 
ment this thick [indicating]. 

Mr. Passman. How thick would you say they are—2 inches? 

Mr. Hinperer. About that thick. 

Mr. Passman. We shall be glad to take your word. 

Mr. Taper. An inch thick? 

Mr. Passman. He said 2 inches. 

Mr. Hinprrer. I could give you a typical example. 

Mr. Passman. Let us not have anything typical. We want it 
exactly. We want every allowance he gets, and then we w unt you to 
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indicate that he also gets free housing allowance and that is not on 
the appropriation amount ; is that correct ? 

Mr. Gravy. We will indicate 

Mr. Passman. Give us the cash allowances and every allowance he 
gets. 

Will you get that for us? 

Mr. Gravy. Y es, sir; at this point in the record. 

Mr. Anprews. May I ask one question ? 

Mr. Passman. If I may continue, we want this for each salary grade 
inthis country, and we are going to take one country and pin it down, 
because it could very easily be that a man is getting $10,000 but maybe 
$17,000 in allowances. You may not reduce the allowance because 
you reduce the salary. 

Please do it for each grade, if you will. 

Mr. Anprews. That is what I had in mind. 

(The information requested follows :) 





Schedule of current salaries and annual allowances, administrative staff, U.S. O 
seas Mission/ Laos 


ere 


te: In addition to paid allowances shown below employees at this post are supplied quarters with utili- 
ties in lieu of a quarters allowance] 


Num- 25 per- Offic- | Total 








ber of | cent Living | Edu- | ial res- | salary 
Positions depend-| Grade | Salary post allow- | cation | idence | and 
ents | differ- ance allow- | allow- 
ential | ance | ances 
— ———— 7 — = = - | — 
Fj 1 positions | 
uM ssion director. i Sodeiet echoed | 3 | L-4 $20, 000 “s $870 $400 | $2,000 | $23, 270 
Deputy mission director_.....-|------- | FSO-2 14,190 | $3, 548 | 555 - 18. 293 
BOONE ccc ckacencanaciioennascs| PAO. | Sao) Bese 340 a 6, 915 
Rese ee fn. FSS-11 | 4,930] 1,232 310 | 6.472 
Executive officer. ae dad 1 | FSR-2 | 14,190 | 3, 548 | 740 | 18. 478 
Assistant executive officer 1 | FSR~4 10, 450 2, 613 | 690 13, 753 
Personne! officer ___-- Seah FSR-5 | 9,790} 2,448 500 12. 738 
Personnel assistant 1| FSS-10 | 6,175 | 1,544 | 545 500 8, 764 
Secretary lc ebbnte FSS-12 | 4,180} 1,045 20 ; | 5, 505 
Assistant general services offi- | | 
cer 3 | FSR-7 6,435 | 1, 609 610 900 sccuJ “Sea 
Assistant general services ofti- | | | | | | 
(program)... 7 2} FSR-6 | 6,710 1, 678 575 ies 9, 363 
Assista int general services offi- | | | 
cer | 2} FSR-6 | 6,710 1, 678 575 4100 : 9, 363 
Assistant general services offi- | | | 
cer (vehicle maintenance) --_. 1 | FSR-5 8,965 | 2,241 620 i 11, 826 
Secretary =e So | FSS ll 5,251 | 1,313 | 340 6, 904 
Records supervisor seus _..|--------| FSS-9 | 5,585] 1,396 | 360 7 341 
Records clerk........----- oo | FSS-11 | 4,650] 1,163 310 6. 123 
G5 oo oso eases peers FSS-12 | 4,745] 1,186 310 6, 241 
Controller nee Nees 1 | FSR-2 | 13,860 3, 465 | 740 18, 065 
Deputy controller. __- — bececacoct Meee 1 10-376 | 2,544 | 520 13. 239 
Accountant___- oe, See FSR-8 | 4,730] 1,183 | 310 6, 223 
Do aie | 2) FSR-5 &, 415 2, 104 665 500 11, 684 
Auditor }......--| FSR-4 10,450 | 2,613 | 520 13, 583 
ne a Pe ee | 1 | FSR-5 | 8,415] 2,104 | 600 11.119 
End-use officer. ___.------ - 1} FSR-5 | 9,790 | 2,448 660 12, 898 
RO anos le Aaa aes pee: FSR-7 | 6,270 | 1,568 380 8 218 
Secretary........-- ae oe ae | FSS 12 2 | 4,180 1,045 | 280 5. 5O5 
Do Ane IR Se ea te ee | FSS 12 |} 4,180 | 1,045 | 2R0) 5. 505 
Program officer___----- ue be wie ..| FSR-2 13, 860 3, 465 | 555 17, 880 
Secretary ae = cient eee 2 | 4,180 | 1,045 220) 5. 505 
Assistant prog rram officer oat 1} FSO-5 | 8,690 | 2,173 } 620 11, 483 
Vacant positions: | | 
General services officer _ ---- _.....| FSR-4 | 9,901 | 2,475] 1660 13. 036 
Budget accounting officer___- .| FSR-4 9, 991 2,475 | | 660 | 13.036 
Auditor -_ a eee oe FSR-5 &, 154 2, 039 600 10, 793 
, Do eal .-| FSR-5 | 8,154] 2,039 | 600 10. 793 
End-use otticer Ea Sele eo FSR-4 | 9, 9OL 2, 475 | * OOO 13, 036 
Assistant program officer - ._.| FSR-4 9, 901 2, 475 660 13, 036 


Estimated—based on assumption employee will be married with no children. 





978 


REPRESENTATION ALLOWANCE 


Mr. Passman. Now let us get to the “Representation allowance.” 
and that is budgeted for $198,000 for fiscal year 1961, an increase of 
$7,600 above the 1960 allowance; is that correct ? 

Mr. Grapy. That is representation. 

Mr. Murrny. Yes, sir; that is correct. 

Mr. Grapy. Yes, sil 

Mr. PassmMan. It is an increase of $7,600 over the 1960 appropria- 
tion; is that correct ? 

Mr. Grapy. Not quite, si 

I would like to make this statement : In 1960 we estimated in break- 
ing out this representation allowance for the first time, at your request, 
$190,400, and we are estimating $198,000 this year. This would be 
an increase of $7,600, as Mr. Murphy said. 

Mr. Passman. As I said. 

Mr. Gravy. As I said. 

Mr. Passman. And as you said. 

What is your understanding of a “representation allowance”? 

Mr. Grapy. This is money made available to the chief of mission 
and top officials for represent: ition services abroad. 

Mr. Passman. What is your interpretation of that ? 

Mr. Gravy. Entertainment, in effect. 

Mr. Passman. What kind? 

Mr. Grapy. This would include parties that a head of mission or 
one of his top staff would have overseas in the host country with his 
equivalent. That always involves foreign nationals. 

Mr. Passman. I never have been very fussy about this unless it 
gets a little bit too heavy on the liquor side. I believe that Mr. Murphy 
is also going to supplement what we got in the record the other day 
about flowers for funerals. 

Mr. McAuuisrer. Mr. Chairman, knowing of your desire to keep 
it as low as possible, the 1960 estimate we indicated we needed 
$198,600 for this purpose. 

Mr. Passman. You got by very nicely on $190,400; did you not? 

Mr. McAruster. Yes, sir; but in reviewing our 1961 requirements 
and with the opening up of some new locations we got along with less 
than we told you we needed this vear. 

Mr. Passman. You are going to move this program to Africa, and 
I do not know whether you need whiskey there. I wonder some- 
times if we would take these people to church, rather than out to 
cocktail parties, they would not have a little bit more respect for us. 


AVERAGE ANNUAL SALARIES BY AREA 


What is the average annual salary for all U.S. employees under 
this appropriation, and what is it by area or zone? 

Mr. Grapy. We have that figure here. For Europe it is $9,806. 

Mr. Passman. Average ? 

Mr. Grapy. Average. 


Mr. Passman. Salary only; that does not include allowances; is 


that correct ? 
Mr. Gravy. Just the salary, 
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For Africa, it is $9,232; for the Near East and south Asia, $9,807; 
for the Far East, $9,210; Latin America, $10,693. 

Mr. Passman. You do not have any in the United Nations, do 
you, under this appropriation 4 

Mr. Gravy. No, sir. 

Mr. PassMan. Why should this be so high in Europe and Latin 
America 4 

Mr. Gravy. I would like Mr. McAllister to reply. 

Mr. McAxuisrer. Both in Europe and more particularly Latin 
America, we do not have very many American employees in Paris 
and other—— 

Mr. Passman. They are top echelon employees; is that why it is 
higher ¢ 

Mr. McAuuister. We have top echelon people there and a very 
minor number of clerical employees. 


OTHER PERSONAL SERVICE ITEMS 


Mr. PassmMan. Would you comment concerning the necessity for 
the various other items under personal services for the oversea per- 
sonnel program ¢ 

Mr. Gravy. I believe the first amount is just the regular pay above 
a 52-week basis, one additional day for that vear. 

Mr. Passman. Does that cover all of the personal services for the 
oversea personnel program 4 

Mr. Gravy. Yes, sir. 

Mr. Passman. That is only one item ? 

Mr. Grapy. That is 1 day more than the usual 52 weeks. 

Mr. Passman. You give them $5,000 additional living quarters al- 
lowance for that 1 day, too? 

Mr. Grapy. No, sir; that does not relate to the 1 day. I thought 
you were asking for an explanation on each one. 


QUARTERS ALLOWANCE FOR WASHINGTON EMPLOYEES 


_ Mr. Passman. How about your living quarters allowance for Wash- 
ington? How much do you have in there? 

Mr. Gravy. We show that as $5,000 in 1960 and estimate it $5,000 in 
1961, 

Mr. Passman. Who uses that money ? 

Mr. McAuuisrer. That is quarters allowance only and covers the 
costs for quarters for the employees in these complements who are 
assigned overseas for the training. 

Mr. Passman. That is just another one of those things that you run 
into along the way, not only to have them on this workmen’s compen- 
sation, but you say, “Until we get you overseas, here it is”? You also 
pay their livi ing expenses and allowances ? 

Mr. Hinperer. As I understand it, these are the ones in training 
overseas. They are actually in training jobs overseas. 

Mr. Passman. This is a Washington allowance we are talking 
ibout here ? 

_ Mr. Hinperer. Which is paid against a Washington allowance; that 
IS correct. 
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Mr. McAuuisrer. I thought you were speaking of the oversea per- 
sonnel program. 

Mr. Passman. We are. 

Mr. McAuuisrer. All costs related to the oversea personnel program 
are included in the oversea costs. 

Mr. Passman. Is this not supposed to be for the people in Wash. 
ington pending reassignment ? 

Mr. McAuuisrer. No, sir; we seem to be confused on the Washing. 
ton part of this. 

Are you looking at page 58, Mr. Chairman ? 

Mr. Passman. That is correct. 

Mr. McAuuisrer. The oversea personnel program here is considered | 
as an oversea cost because all employees in these complements are For- | 
eign Service employees. The only reason for having them in here is 
to send them overseas and we do not, therefore, consider it as a de- 
partmental cost. 

Mr. Passman. They are paid out of this while they are here waiting 
to be assigned overseas / 

Mr. McAuuisrer. Yes, sir. 

Mr. Passman. That is exactly the question we were asking. How 
much does that cost per person, and how long are they paid that? 

Mr. McAuuisrer. They are being paid their salary while they ar 
in these complements. 

Mr. PassmMan. How about the $5,000? 

Mr. McAuuisrer. As I explained to you, those are the people who 
are receiving traming in these complements and they are assigned 
overseas for further training but while remaining in this complement 
pr ior to appointme nt. 

Mr. Passman. Do you send them overseas for training? 

Mr. McAuuisrer. Yes, sit 

Mr. Passman. Where ‘ 


INTERN PROGRAM 


Mr. Hinperrer. Mr. Chairman we have what we call an intern pro- 
gram, where we bring young men fairly new out of college, witha 
few years of training, overseas to work under an experienced man 
for a year before we put him in the capacity of advising a govern- 
ment. We charge that to our Washington complement for no special 
reason. 

Mr. Passmanx. He is overseas but charged to your Washington 
complement ‘ He is trained overseas and being carried on the rolls 
here in Washington ¢ 

Mr. Ifinperer. He receives part of his training in Washington and 
part overseas. We just do not want to go through the process of 
transfer. 

Mr. Passman. Dipping out of two buckets? 

Mr. Hinperer. No. sir: just the Washington bucket. 

Mr. Passman. What kind of jobs? 

Mr. Taper. Does he get a Foreign Service allowance all the way 
through from the time employment starts? 

Mr. Hixperer. No, sir: only while he is overseas, sir. 

Mr. Passman. I do not understand any more about it than I did 
when I started. 
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Mr. Hinperer. Would you like for me to go through it again / 

Mr. Passman. I certainly would. 

We discussed the category of personnel, and these people really 
are drawing compensation here waiting for reassignment. It is our 
underst: uding—and we are dealing with the same program, personnel 
oversea program—we find that there is a living and quarters allow- 
ance of $5,000, and is that paid to them while they are in Wash- 
ington or while they are overseas / 


OVERSEA TRAINING ALLOWANCES 


Mr. Hinperer. It is not paid in Washington, sir, only overseas. 

Mr. PassmMan. This is in addition to the regular oversea allowances 
after they are once assigned to their regular jobs? 

Mr. Hixverer. No, sir; there is no doubling up. 

Mr. McAuuister. This is prior to the assignment. 

Mr. Passman. That is what we are trying to find out. 

Mr. Hinperer. Let us take the case of an intern, a young man out 
of school with 2 years of experience. We do not want to turn him 
loose to advise a government so we give him training in the Washington 
office and some training in a field office under an experienced man. 
While he is actually out in the field, out at a mission, he receives these 
various allowances the same as anybody else, but those are charged 
to Washington because after he finishes his ‘tr aining he will go on 
to another mission to work. We do not want to keep transferring 
him each time. 

Mr. Passman. What is this $5,000 for, then ¢ 

Mr. Hinperer. That would be for these allowances he earns over- 
seas. 

Mr. Passman. He draws out of this $5,000 during the training 
period overseas before he gets on the regular allowance / 

Mr, Hinperer. That is right. 

Mr. Passman. How long has this program been in effect ¢ 

Mr. Hixperer. For about 2 years, or a year and a half at least. 

Mr. Passman. How many do you have drawing out of this par- 
ticular allotment ? 

Mr. Grapy. Very few now. I think there might be five. 

Mr. Hirxperer. Five or six at the present time. 

Mr. Passman. How Jong do you keep them in the status of over- 
sea training ? 

Mr. Tinperer. We keep them in that status for 1 year but they 
receive possibly a third to a half of that training in Washington and 
the rest of the time in the field. Then they go on to a full-time 
assionment. 


HOME SERVICE TRANSFER AND TEMPORARY LODGING ALLOWANCE 


Mr. Passman. You have an item here of home service transfer 
and temporary lodging allow ance, $2,000. 

What is that home service transfer and temporary lodging 
allowance ? 

Mr, Hinperer. I know what the temporary lodging allowance is. 

Mr. Passman. Let us get the home service transfer item first. 

Mr. Gravy. The individual comes back here for training and if it 
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were, for example, for a year until he is able to get housing, I believe 
an allowance is available for that period of time. It might be neces- 
sary for him to be quartered in a hotel. 

Mr. Passman. He comes back to Washington and while waiting 
reassignment if he is quartered in a hotel, the Government picks up 
the tab ? 

Mr. Gravy. For a brief period when the individual is from an over- 
sea assignment going into a part of the training complement, Mr, 
Chairman. 

Mr. Passman. If there is anything you folks left out, I have not 
been able to find it. 

Mr. Anprews. May IL ask a question ? 

Mr. Passman. Yes. 

Mr. Anprews. Is there any maximum amount that he can draw 
for living in the hotel ? 

Mr. Grapy. Yes, sir; I ought to be, but I am not, familiar with 
the specifics on that, but there is a definite limitation. I think it 
amounts to so many days that an allowance, which would be some- 
thing like per diem, is available to him while he is getting quarters. 

Mr. Passman. Do you establish a zone? What if the man lives 
in Washington, would he still draw the allowance, or does he have 
to live outside of the city to be able to draw it ? 

Mr. Grapy. If the individual were coming back for a training 
assignment, that is to become part of the training complement, I am 
not able to answer whether he would be eligible. I think he would 
and we will be glad to get that for you. 

Mr. Passman. Even though he owned his home here and lived at 
home, he still might be eligible for the temporary lodging allowance 
and the home service transfer ? 

Mr. Grapy. I ought to be able to answer the question but I am not 
able to do so. However, I would be glad to put the answer in the 
record. 

Mr. Passman. That is not the only question that has not been 
answered. 

Do they continue drawing their oversea allowances while they 
are back here? 

Mr. Gravy. No, sir; they do not. 

(The information referred to follows:) 

The transfer allowance is an allowance paid to an employee and his family 
upon transfer from one climatic zone to another. State Department regulations 
establish three classes of zones—cold, Washington temperate, and_ tropical. 
The payments range from $75 to $175 per family and assist employees with the 
expenses of acquiring appropriate clothing necessitated by the changed climatic 
conditions. 

Temporary lodging allowances are allowances paid in lieu of quarters allow- 
ances and are utilized principally at oversea posts. The temporary lodging 
allowance is paid for a limited period of time in Washington to personnel as 
signed to the training or other complements. The maximum duration of these 
allowances in Washington is 30 days. If an employee owns a house in the 
Washington area to which he has access for purposes of living, he is not entitled 
to the allowance. While he resides in a hotel or tourist lodging he gets a specified 
and limited amount and not the amount charged him for lodging. 
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OTHER CONTRACTUAL SERVICES 


Mr. PassmMan. What items are covered by the $80,000 for “Other 
contractual services”? What services are performed by other agencies 
at a cost. of $72,000 ? 

Mr. Gravy. I think this would cover individuals we are sending 
to other departments for specific training. 

Mr. PassMan. We have never had a witness before this committee 
try any harder to be fair, but you say, “I think.” What if it turned 
out that it was not that way? Could you be positive? We are going 
to have to recommend in a positive way. 

Mr. McAuuister. Mr. Chairman, I am not familiar with all 
the facts, but. the $80,000 under the contractual—— 

Mr. Passman. If you would rather discuss the $80,000, all right. 

Mr. McAtuistrer. The $72,000, I believe, is primarily to reimburse 
the Foreign Service Institute for the portion of their costs related 
to providing orientation and language training for administrative- 
type employees. 

Mr. Passman. What did you have for that in fiscal 1960? 

Mr. Grapy. $59,000, sir. 

Mr. Passman. You had $59,000, and you have no further informa- 
tion on services performed by other agencies? You really could 
not pin it down as to the type of services ? 

Mr. McAtuisrer. $80,000. 

Mr. Passman. Let us discuss one or the other. We are now 
discussing $72,000. 

This is services performed by other agencies and in fiscal 1959 
you had $26,772; in 1960 it increased to $59,000; and now it is up 
to $72,000. 

As it is growing so rapidly, we should like to know what services 
are performed by other agencies. And why have they increased 
so tremendously in 2 years? 

Mr. Gravy. I think this may be in large part explained by the 
language training by the Foreign Service Institute, but we will give 
you a breakdown on this $72,000. 

It is services performed by other agencies and of that I have no 
doubt; but the breakdown on it I do not have. 

Mr. Passman. The number of personnel is decreasing, but the ap- 
propriation request is increasing ? 

Mr. Grapy. The number of man-years is slightly decreased. The 
number of employees in this complement— or these complements—in 
the whole program is 80 again anticipated for 1961. 

Mr. Passman. Ninety-two in 1959? 

Mr. Grapy. Yes, sir. 

Mr. Passman. Let us consider “Other contractual services.” That 
Was $22,000 in fiscal year 1960, and now you are requesting $80,000 for 
1961. 

Would you tell us what other contractual services? Give us the 
total contractual services for fiscal year 1960 and just what services 
are provided by other agencies and what agency received reimburse- 
ment of $22,000. Can you project that for 1961 7 
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CONTRACTS WITH JOHNS HOPKINS AND BOSTON UNIVERSITY 


Mr. Grapy. This is the School of Advanced Studies at Johns Hop. 
kins and Boston University, but we will get you a specific breakdown 


on the costs. 


Mr. Passman. Other contractual services with agencies other than 


the U 


=. Government ¢ 


Mr. Grapy. Yes, sir; Johns Hopkins and Boston University. 
Mr. Passman. How much did Johns Hopkins get out of this? 


Mr. 


Grapy. I will have to introduce that into the record, sir. | 


know that the reason for this increase is in part because during fiscal | 
year 1961, for example, there will be two classes at Boston University 
compared to one in this fiscal year. 
This accounts for some of this increase, but we will give you the | 
specific breakdown. 
(The information supplied follows :) 


ICA Institute on 


Contract cost. -- 


Administrative 
Program 


Trainee costs... --. 


Administrative. .--.-- 


Program 
Totals__-- 


t 


Administrative 


Program 


Number of employees 


Administrative 
Program 


Development Programing—Obligations, funds ut 
costs 


Fiscal year 1959 


Obliga- 
tions 


$344, 000 


344, 000 
227, 000 


138, 000 
89, 000 


571, 000 


138, 000 
$33, O00 


Average cost per trainee 


Administrative. ---- 


Program 


Detail of average cost 


Contract 
Salary -- 


Retirement and miscellane- 


Cbiws< 


lotal 


1 Fiscal years 1962 and 1963, $264,000. 


Util 
zation 


$160, 000 


92, OOO 
6s, OOO 


227, 000 


asi 


138, 000 
89, OOO 


387, 000 


230, OOO 


7. OOO 


Hi) 


$9, 675 


10, 000 


- 
x 
=x 


Fiscal 


Obliga 
tions 


$200, 000 


200, OOO 
204, 000 


124, 000 
80, 000 


404, 000 


124, 000 | 


280, 000 


year 1960 


Utili- 
zation 


$152, 000 


84, 000 
68, O00 
204, 000 


000 
80, 000 


356, 000 


208, 000 
148, 000 


3s 


21 
17 


$9, 360 


905 


TO6 


3 


oo 


O00 
4, 900 
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Fiseal year 1961 
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$200, OOO 


200, 000 
204, 000 


124, 000 
80, 000 


404, OOO 


124, 000 


280, 000 


Utili- 
zation 
$168, 000 


Yb, OOO 
2 000 


204, 000 


, 000 
80, O00 


2, OO 


A), OOO 


152, 000 


42 


24 
18 


$8, S57 
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444 
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, 000 
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Mr. Passman. What are you training these people to do? 
Mr. Gravy. In the School for Advanced International Studies at 
Johns Hopkins the training is in programing. At Boston University, 
it is in anticipation of our coming needs in Africa. 
directed—— 
Mr. Passman. That is a 350 percent increase in this item. 
Mr. Anprews. May I ask a question ? 
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Mr. PassMan. Surely. 

Mr. Anprews. Mr. Secretary, in connection with the services per- 
formed by Boston University and Johns Hopkins, are these payments 
made principally for tuition of the trainees? 

Mr. Grapy. Yes, sir. 

We have the overall costs and we include the salary of the individual 
and any travel and related expenses, but the figures here are broken 
down so they do reflect tuition items. 


COST PER MAN AT JOHNS HOPKINS INSTITUTE ON ICA DEVELOPMENT 
PROGRAMING 


I would like to say that I do not wish to testify that this $80,000 is 
entirely those two programs. However, I have a breakdown on the 
costs of the ICA Institute School for Advanced International Studies. 

Mr. Anprews. What is that cost 

Mr. Grapy. This cost is $828 per man oa month. This includes 
all costs, salary of the individual, and all related expenses. 

Mr. Anprews. In other words, for each trainee that ICA has at 
Johns Hopkins it costs $828 a month ? 

Mr. Gravy. That is right. The contract cost 

Mr. Anprews. One of your associates is shaking his head as if he 
did not agree with you. 

Mr. Gravy. I know of what I speak on this, sir. I believe the con- 
tract. cost per trainee comes to $4,000 per course. This is roughly « 

5-month course. 

The total course, however, which includes the man’s salary and other 
costs comes to $828 per man- ‘month. 

This, incidentally, is less than what we are charged at the American 
Management Association. The charges there run $850 per month. 

Mr. Anprews. How many people do you have at Johns Hopkins 
at $828 a month ? 

Mr. Gravy. We have 20 per course and have contracted for six 
courses. 

We are now in the midst of the fourth. 

Mr, Anprews. They are paid from some other source that this 07 
item a re, “Other contractual services,” are they not ? 

Mr. Grapy. Yes, sir; these costs represent only those who are ad- 
ministratively funded employees. 

Mr. Anprews. I do not get that. Spell it out a little better, please. 

Mr. Gravy. We are requesting $40 million in new money under 

t11(b) and this is to take care of the administrative expenses of our 
agency, sir. There is an additional request for program money which 
Mr. Murphy mentioned earlier, and this is in the magnitude of $1.2 

billion or $1.3 billion. 
_ Mr. Aunties, This $80,000 item is just a drop in the bucket? That 
is just for the administrative expenses ? 

Mr. Grapy. No; this is for the total expenses of the number of the 
group of 20 who are administratively funded employees, Mr, Andrews. 

Those who are program funded could not come under this particu- 
lar budget, but rather the program budget of the agency. 
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AMERICAN MANAGEMENT ASSOCIATION COURSES 


Mr. Taser. How much money do you pay the American Manage- 
ment Association ? 

Mr. Grapy. There are several courses. I believe the charge may be | 
a little different for the different courses, but I know that those 
charges average out at about $850 per month to a Government em- 
ployee and $950 for individuals sent from private industry for 
training. 

Mr. Taper. Is that a 6-month course ? 

Mr. Gravy. There are several different courses. | 

Mr. Taser. How many? 

Mr. Gravy. Mr. Taber, are you asking about the American Man- 
agement Association now / 

Mr. Taper. Yes. 

Mr. Grapy. The American Management Association courses, some 
are a week or two and some are quite a bit longer. 

Mr. Taner. Who are the big men in that association / 

Mr. Gravy. Mr. Lawrence Appley is the president. 

Mr. Taner. Lawrence Appley of the school in Syracuse ? 

Mr. Gravy. No: I think you are speaking of Mr. Paul Appleby. 

Mr. Taser. Appleby was the name. 

Mr. Gravy. I will be very glad to introduce in the record the 
gentleman who is president of the AMA. He is not the man who 
headed the school at Syr acuse. 


AFRICA STUDIES PROGRAM AT BOSTON UNIVERSITY 


Mr. Passman. Briefly, referring to your statement, in effect we are 
actually training people now to give away money. I cannot see it any 
other way, because on page 3 of your statement you say: 

A special Africa studies program has been initiated with the assistance of the 
African Studies and Research Center, Boston University, to provide intensive 
training of officers for tropical Africa programs. The first group of 20 will 
complete their training in May 1960. 


APPROPRIATIONS UTILIZED FOR AFRICA STUDIES PROGRAM 


What appropriation will you be taking this fund out of? 

Mr. Gravy. To the extent that these individuals are administra- 
tively funded, we take it out of the budget we are talking about now, | 
Mr. Chairman. To the extent they are program funded, it comes out 
of the technical cooperation budget that will be talked about by Mr. | 
Grant when he is before you. 

Mr. Passman. That is in the bilateral Technical Aid Program? 

Mr. Gravy. Yes. 

Mr. Passman. You took out of special assistance an allotment for 
this program in Africa in 1960, did you not ? | 

Mr. Grapy. I cannot answer that. 

Mr. Passman. Isthat correct, Mr. Murphy? 

Mr. Mourreny. The proposed 1961 program 





Mr. Passman. Speaking of 1960, you took out of special assistance 
an allotment for this program in Africa? 

Mr. Murrny. No; I think it is supposed to start in 1961, $20 million 
requested for 1961 out of special assistance. 
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Mr. PassmMan. Why would it not be in the bilateral technical aid 

progr: am ? 
Age- Mr. Mourrny. The answer is that the ground rules on technical co- 
operation limit the commodity component of the program to a very 


Ybe| mall percentage. We have tried to follow a ground rule of 10 per- 
hose | cent, approximately, of the aid given would be for commodities and 
em- | other costs as distinguished from technician costs. ‘This program, I 
for} understand, is heavier than 10 percent for commodity costs. 
Mr. Passman. But it is for a technical aid program, is it not? 
Mr. Mureny. It is for costs that are related very closely to technical 
assistance, Mr. Chairman. 

i | Mr. PassmMan. What would be the difference ? 
a- 


| 
| Mr. Murrny. For example, under the Technical Cooperation Pro- 
} gram we would supply technicians and do training of participants 
and have only very limited demonstration equipment, but I under- 
a stand under the special program for tropical Africa they expect to 
have a heavy commodities component for educational institutions 
and vocational training institutions where equipment will be re- 
quired that will run it beyond the informal 10 percent. 
Mr. Passman. It will exceed 10 percent for machinery and insecti- 
cides and equipment; therefore, you will remove it from technical 
assistance ¢ 


the Mr. Murrpuy. That about sums it up. 
vho Mr. Passman. But, in effect, it is a Technical Aid Program ? 

Mr. Murrny. It is certainly for education and training, and it has 

this heavy commodity component, 

Mr. Passman. It is a technical aid program in every respect other 
pe than that the amount that may go for machinery and insecticides 
aa might exceed the 10 percent, so you are taking it out of another ap- 
“— propriation in order to get around the ground rules for the technical 

aid program ¢ 
the Mr. Murpuy. I believe that is about correct, as I understand it. 
am | Mr. Passman. If you do not understand it—and I mean this as a 


complinent—I assure you none of the others will understand it. 

Now, how in the world do you expect this committee and the Con- 
gress to keep up with the actual amount appropriated for technical 
iid if you will take it out of other appropriations other than the tech- 
nical aid? This is about the fifth time something has come up this 
ra | year where you are starting some kind of technical aid program but 


OW, on account of the ground rules it is being taken out of some other 
out appropriation. Will you assist the committee to understand this? 
Mr. Mr. Murruy. We certainly will cooperate to the extent of our 


i 
ability. 
Mr. Passman. If this is technical aid, why did you not leave it in 
the technical aid program and ask the Congress to change the law, 
for or change the ground rules, so that, if necessary, a greater percentage 
could go for equipment or machinery or insecticides? If we did not 
give you a line item appropriation, you could take $100 million out 
of technical assistance if you wanted to, could you not? 
Mr. Murpny. I think so. 
1¢e Mr. Passman. I think it will get so complicated neither side of the 
table will be able to figure it out. 
ion 
| 
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COST OF TRAINEES AT JOHNS HOPKINS M 
that 
Mr. Anprews. Mr. Secretary. you said the overall cost of sending M 
a trainee to Johns Hopkins was $820 per month ¢ M 
Mr. Grapy. 8828 per man-month is the training cost. dien 
Mr. Anprews. Which includes his salary ? M 
Mr. Grapy. I have misstated it, if I said that. M 
Mr. Anprews. [ wrote it down. cost: 
Mr. Grapy. I am sorry. The average cost per trainee total is M 
$9,140. M2 
Mr. Anprews. For what length of time ? on 
Mr. Grapy. Per person per course. M 
Mr. Anprews. How long does a course last ? M 
Mr. Grapy. This is approximately a 5-month course. \ 
Mr. Anprews. Does that include his salary ? | & 
Mr. Grapy. I want to be certain. I believe it does, yes, sir. lor 
Mr. Anprews. So vou send a man over there for a 5-month course \ 
and the total cost is $9,140 ¢ p par 
Mr. Grapy. Yes; $4,000 is the contract cost. 
Mr. Anprews. For 5 months? 
Mr. Grapy. Yes. 1 
Mr. Anprews. Could you give me a breakdown of what his salary Yo 
is and what you pay the school ? the 
Mr. Grapy. The contract cost is $4,000 of that $9,140, and the | WI 
remainder of $5,140 covers his salarv and related costs. ’ 
Mr. Anprews. $4.000 is the contract cost ? , 
Mr. Grapy. Yes. 
Mr. Anprews. With the school ? 
Mr. Grapy. Yes, sir. 
Mr. Anprews. For 5 months? 
Mr. Grapy. That is in effect the tuition charge. ‘ 
Mr. Anprews. Is that not awfully high? 7 
Mr. Grapy. I endeavored to compare it, sir, with the American ‘ 
Management Association. By their charges it is lower. c 
Mr. Anprews. Lower ? Sie 
Mr. Grapy. Yes, sir. P 


Mr. Anprews. What is the cost for the American Management 
Association course ? 

Mr. Grapy. It averages for Government employees $850 per man- 
month. This averages $828 per man-month. 

Mr. Anprews. So the figure I wrote down of $828 is just what you 
pay the school under the contract ? 

Mr. Grapy. Yes, sir. 

Mr. Anprews. I do think I recall hearing you say a few minutes 
ago that that was the overall cost for salary and all? 

Mr. Gravy. I erred in saying that, sir. I am sorry. 

Mr. Anprews. This $5,140 salary, is that for the whole year or just 
the 5 months? 

Mr. Grapy. That covers the period while he is in the training com- 
plement, which I think would be just this period. 

Mr. Anprews. He is a pretty high priced man, then, is he not, about 
a $12,000- or $14,000-a-year man ? 
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Mr. Gravy. With the related expenses beyond salary it works out 
that way. 

Mr. Anprews. I am talking about just salary. 

Mr. Gravy. If his family was elsewhere he would be getting a per 
diem. 

Mr. Anprews. In addition to the $5,140 ? 

Mr. Grapy. No, sir, part of the $ 5.140, So it is salary and related 
costs Which would include items like per diem. 

Mr. Anprews. You pay the American Management Association 
$4250 for a 5-month course, and you pay Johns Hopkins $4,000 for a 
j-month course. Is that right? 

Mr. Grapy. I know we are paying Johns Hopkins $4,000. 

Mr, Anprews. For a 5-month course ? 

Mr. Gravy. Yes. 

Mr. Anprews. Your associate shook his head when you said $4,000 
for a 5-month course. 

Mr. Hlinprerer. I was shaking my head at something else; not that 
particular statement. 


COMPARATIVE TUITION CHARGES 


Mr. Anprews. I want to get the tuition matter straightened out. 
You pay Johns Hopkins $4,000 for a 5-month course, and you pay 
the American Management Association $4,250 for a 5-month course. 
What about Boston University ? 

Mr. Grapy. That works out at $760 per man-month. 

Mr. Anprews. That is $3,800 for the 5-month course? 

Mr. Grapy. Yes. 

Mr. Gary. Will the gentleman yield ? 

Mr, Anprews. Yes. 

Mr. Gary. Our southern colleges are pikers according to that testi- 
mony. 

Mr. Anprews. What is the tuition for any school? Say at Har- 
vard¢ Does anyone know / 

Mr. Ruopes. When I went it was $400 a year in law school. Isup- 
pose it is more than that now. 

Mr. Anprews. Does this include board ? 

Mr. Grapy. No. 

Mr. Taner. Do you know what the regular charges are at the insti- 
tutions ¢ 


DEVELOPMENT OF PROGRAMS 


Mr. Gravy. These are special programs designed to meet our needs. 
Mr, Anprews. They must be very special. 

Mr. Passman. Who designed them ? 

Mr. Hinperer. Our office in cooperation with the schools. 

Mr. Passman. Why can you not teach them ? 

Mr, Hinperer. Mr. Chairman, we do not have teachers. 

Mr. Passman. Was this program developed in ICA ¢ 

Mr. Hinperer. For this course, yes. 
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NUMBER OF STUDENTS ATTENDING 


Mr. Taner. How many do you have at once in these institutions? 
Mr. Hinperer. Twenty in the Johns Hopkins University courses 
Mr. Taser. How many in the others / 

Mr. Hinprrer. Twenty in the ian University courses. 

Mr. Passman. But they had no such course until you came up wit! 
this idea and took it to the university, and they set up a faculty t 
teach these special courses ? 

Mr. Hinperer. The general idea was to take it to a number of wi: 
versities, 

LENGTH OF SCHOOL DAY AND WEEK 


Mr. Anprews. How long do they go to school each day and hov| 


many days a week / 
Mr. Hinperer. They go to school about 8 hours a day, 5 days: 
week, sir. 
INSTRUCTORS 


Mr, Anprews. How many professors or instructors work on thi 
program’ Could you give us a list of those ? 

Mr. Hinperer. There are four full-time instructors and there an 
a number of consultant professors brought in from Harvard and 
other schools to teach these courses. 

Mr. Anprews. Were these full-time professors connected wit! 
Johns Hopkins prior to the time this course was started by ICA 

Mr. Hinperer. Some of them were and some were not. 

Mr. Anprews. How many were / 

Mr. Hinperer. I think three were, but I am not sure. I know one 
was not. 

Mr. Ruopes. Will the gentleman yield ? 

Mr. Anprews. Sure. 

CURRICULUM 


Mr. Ruopes. Could we also get a detailed curriculum of what is 
being taught in these schools? 
Mr. Hinperer. Yes. As a matter of fact, I have one with me. 


Mr. Ruopes. I would like to see it and have it included in the record. | 
(The following schedule was supplied for the record. A corrected | 


curriculum may be found on page 1027.) 
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INSTITUTE ON ICA DEVELOPMENT PROGRAMING 


School of Advanced International Studies, the Johns Hopkins University, 


{Morning sessions begin at 9:30 a.m 


Date 
OR ee a 
Jan. 12, a.m aie 
Jan. 12, p.m 
Jan. 13, a.m 
Jan. 14, a.m ou 
Jan. 15, a.m alee 
Jan. 18, a.m 


1.7m 














an. 19, p.m 
} 
J 
Jan. 21 rT 
T 1 

21, 
1 ) 
Jan. 26, a.m 
J 4, pio 
Ja rg y 

28, p.m 
1 x 

a, m 
Feb. 1, a.m 
Feh 9 
I 2 
Fet ,, a. 
Feb. 4, a.m 
Feb. 4, p.t 
Feb. 5, a 
Fi 5, a.m 
Fel 8, p.m - 
Feb. 9, a.m. and p.m 
I 10 m 
F¢ 10, p.m 
Feb. 11, a.n 
Feb. 12, 
Feb. 15 
Feb. 16, a.m 
Fe 7. a 
Feb, 18. 
re ) I 
I 3D 

av, } 
| 


1900 Florida Avenue NW. 


Tentative schedule of lectures (4th sess.) 


Topic 


Introduction to the 
velopment. 
Current Problems in Foreign Aid 


Problems of Economic De- 


The Culture and Politics of Economic Develop- 
ment. 

Defining an Underdeveloped Area 

Economic Development in Historical Perspective 


Economic Development in Western Countries 
The Social Structure of Underdeveloped Areas -- 
W orkshop—Objectives 

Social Mobility : ’ 
Foreign Aid as an Arm of American Foreign Policy 


The Factors of Production 
Workshop—Selected Case 
Problems of Saving and ¢ 
Problems of Land Tenure 


pital Formatiol 


Geographic and Cultural Mobility 
Workshop—The Contract Technique 
Population Problems in Underdeveloped Areas 
Religion 


W orkshop— Religion 
Labor Problems in Underdeveloped Areas 
The Family- 


Underemployment in Underdeveloped Areas 


Legal Systems 


Administrative System 


in nderdevelope Areas 


W orkshop— Management 
Political Mores 
Minorities 


W orkshop—Debate on Servicios 
SAIS Conference at Statler Hotel 
Private Enterprise Overseas.” 
Accounting Rules Project 

Selection. 
SAIS Conference at Statler Hotel 
Accounting Rules for Project App 
Selection (continued). 
A Problem in Project Appraisal an: 
The Selection of Projects 


Role of 
for 


Appraisal and 


continued 


iisal an 


1 Seleetion 


The Selection of Projects (continued 
Government and Private Development 
The Financing and Promotion of Economic 


Deve lopm«e nt 
Recommendation 
Underdeveloped Country 
HOLIDAY—Washington’s Birthday 
Patterns of Moral Behavior 
Workshop— Debate on Re} 
ments, 
What a Good Administrator 


to a New Government of an 


resent ive Govern 


Should Know 


; afternoon sessions begin at 2 p.m.] 


Instructors 


Prof. William T Phillips, 
Director, ICA Institute, Mr. 
Thomas Metsker, Chief, 
Career Development Divi- 
sion, ICA/W, Mr. Jack 


Vaughn, program officer for 
Europe and Africa, IC A/W. 

Prof. Wilson E. Schmidt, ICA 
Institute faculty. 

Mr. James 8S. Killen, USOM 
Director, Pakistan. 

Prof. Renzo S« 
stitute faculty. 

Mr 

Prof. Alexander Gerschenkron, 
Harvard 


1 
Schmidt. 


ICA In 


eno, 


sereno. 
niversity. 


Prof. Bert Hoselitz, University 
of Chicago. 

Prof. Richard H. Wood, ICA 
Institute faculty. 

Prof. Bert Hoselitz. 


Dr. Hans Morgenth iu, W ish- 
ington Center for Foreign 
Policy Research 

Mr. Schmidt. 

Ir. Wood 

Mr. Schmidt. 

Mr Victor Sullam, I in 
Federation of Farme Co- 





operatives 





Mr. Sereno 
Mr. Wood 
Prof. Joseph J. Spengler, Duke 


Univer ity 
Dr Paul Keeskemeti, 
RAND Corp 
Mr. Wood 

Do 
Dr. E. Franklin Frazier, How- 
rd University 


Richard Eckaus, Bran- 

deis University : 
Dear Philip W Thayer, 
School of Advanced Inter 





national Studies 

Prof. W im C. Johnstone, 
scho ( Advanced Inter- 
national Studies 

Mr Wood 

Mr. Sereno 


Dr. Caroline F 
University. 
Mr. Wood, 


W are, How ard 


Mr. Murray Bryce, Arthur D 
Little, Inc 
Mr. | t 
I) 
DD 
l) 
Do 
D 
LD 
Mr. Seren 


Mr. Wood. 


Dr. Luther H. Evans, The 


ings Institution. 





Feb. 


Feb. 
Feb. 
Feb. 
Feb 


Mar. 


Mar. 


Mar 
Mar 


Mar 
Mar 
Mar 
Mar 
Mar 
Mar 


Mar 


Mar 


Mar 


Mar. 
Mar. 
Mar. 


Mar. 
Mar. 
Mar. 
Mar. 
Mar. 
Mar. 


Mar. 
Mar. 


Mar. 
Mar. 


Mar 


Mar. 
Mar. 


Mar. 
Mar. 
Mar. 
Mar. 


Mar. 
Mar. 


Apr. 
Apr. 
Apr. 


Apr 
Apr 
Apr. 


Apr. 
Apr 
Apr 


Apr. 
Apr. 
Apr. 
Apr. 


Apr. 


Apr 
Apr 

Apr 
Apr. 


Date 


24, p.m 
25, a.m... 
25, p.m 


26, a.m 


29, a.m 
1, a.m 
1, p.m 


2, O08... 
2, p.m 


3, a.m 
3, p.m 
4, a.m 


7, a.m 
8, a.m 
8, p.m 


¥, a.m 
Y, p.m 


10, &a.m-_- 


10, p.m 
ll, p.m 
14, a.m 


15, a.m 
15, p.m 
16, a.m_ 
17, a.m- 
17, p.m 
i, ee ce 


21, a.m. 


2, a.m fs 
3, a.m 

3, p.m. 

4, a.m 

4, p.m 

S, 6.2... 


28, a.m_. 
29, a.m. 


Se 
a0, 2.M.... 


> aa 
31, p.m_.-.- 
a 
€ O.20. Wx. 
5, a.m... 


5, p.m.... 
6, a.m 
6, p.m 
7, a.m 
7, p.m 
5, a.m 
11, a.m 
12, a.m 
12, p.m 
13, a.m 


13, p.m 


14, a.m 
15, a.m 
18, a.m 
19, a.m. 


992 


Tentative schedule of lectures (4th sess.) 


Topic 


The MSP and the Impact of Defense 


The Few and the Many 

W orkshop—Private Enterprise 

Review session - 

The Gross National Product 

The Intellectuals in Underdeveloped Areas 
Workshop— Debate on Public Law 480 
Capital Goods and Business Saving 

The Development of High-Level Manpower 


The Foci of Power 

W orkshop— Economic Problem 

The Role of Government in Economic 
ment. 

Accounting for Government Transactions 


Work and Leisure 
Workshop—Debate on Multilateral versus 
lateral Aid 


Taxation Problems 


Congress and Foreign Aid 


Concepts of Time 


W orkshop— Management 
Accounting for Foreign Transactions 
Commercial Policy in the United States__- 


Varieties of Income 
W or kshop 


Economie Problem 


Commercial Policy in Underdeveloped Countries 


Wealth. ‘ . ; oe 
Workshop—Commercial Policy. -- 
Techniques of Analysis.. 


Topic to be announced 


Innovation and Change-__-- 
The Process of Income Expansion 
Workshop—-Economie Problem _-_-_- 
Attitudes Toward Strangers__...._-- 
Workshop—lInvestment Guarantees ag 
What a Good Administrator Should Know 


Colonialism _ 
Workshop 
Sources and Uses of Funds_..- 
Open date 
Colonialism 


Workshop 
Che Monetary System 
Methods in Cultural Anthropology 


Salus Case_. 


Colonialism 
Workshop—Economic Problem 
The Role of the Military in Economic Aid 


The Monetary System 
Political Ideologies 

W orkshop— Resettlement 
Policy on Inflation 
Workshop—Guatemala Development Bank 
Political Ideologies 

Accounting for the Balance of Payments 
The U.S. Balance of Payments Problem 
Political Influences 


Develop- 


Techniques of Analysis............-. eR 


Continued 


Instructors 


Mr. John O 
of State. 
Mr. Sereno. 
Mr. Wood. 
Mr. Schmidt. 
Mr. Schmidt 
Prof. Edward 


A. Shil 


University of Chi 


Mr. Wood and Dr 
ICA/W 

Mr. Schmidt 

Prof Fred 


H 


Princeton Universi 


University. 
Mr. Sereno 
Mr. Wood. 
Col. 





George 


of Social Science 


Saul Katz 


C. John 


| Mr. Sereno. 
Mr. Wood. 

|} Mr. Schmidt. 

| Prof. William 

| School of 

national Studies 

Mr. Wood 
Mr. Schmidt 
Prof. Cora Du 


Bois, 


Lincoln, U.S 


Military Academy. 


Mr. Schmidt 
Mr. Sereno. 
Mr. Wood. 
Mr. 
Continental 
Mr. Wood 


baum 
Mr. Sereno 
Mr. Schmidt. 
Do 
| Mr. Sereno. 


Edward 


ind 


Tenr 


Allied 
Mr. 


Harvard 


enbaum 


Advanced 


t 


Co., 


Te 


r 


n 


Bell, Department 


Harbisor 


Mr. Sereno 
Mr. Wood 
Prof. Edward S. Mason, Har 
vard University 
Mr. Schmidt. ~ 
Mr. Sereno 
Mr. Wood 
Mr. John Adler, Internatior 
Bank for Reconstruction a 
Developmen 
Mr. Carl Marcy, chief of st 
Senate Foreign telat 
Committee 
Prof. Sebastian de Grazia 
20th Century Fund 
Mr. Wood 
Mr. Schmidt 
Mr Isaiah Frank, Office 
International Trade an 
Resources, Department 
State 
Mr. Sereno 
Mr. Wood 
Mr. Isaiah Frank 
Mr. Victor Sullam, 
Mr W ood 
| Prof. Harold Lasswell, Yal 
| University 
Mr. James P. Grant, Deput 
Director for Program ar 
Planning, ICA/W 
Mr. Sereno 
Mr. Schmidt 
Mr. Wood 
Mr. Sereno 
Mr. Wood. 
Dean J. Dongl Brow 
| Princeton University 
-| Mr. Schmidt. 
Mr. Sereno. 
Mr. Wood. 
Mr. Robert T. Bower, Bureat 
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Tentative schedule of lectures (4th sess.) —Continued 


Date 


Apr 20, a.m 
4 21, a.m 


Apr. 22, a.m 
Apr. 25, a.m 
pr. 26, a.m - 
Apr. 26, p.m 

Apr. 27, a.m 


Apr. 28, a.m 


ApI 28, p.m 
Apr. 20, a.m 


May 2, a.m 
May 3, 4.™ 
May 3, p.m 
May 4, a.m 
May im sabe 
May 5, p.m ‘ 


May 6, a.m 


May 10, a.m 


May 10, p.m 

May 11, a.m. and 
p.m 

May 12, a.m 

May 12, p.m 

May 13, a.m 


May 16, a.m_. 
May 17, a.m 
May 17, p.m 
May IS, a.m... 
May 19, a.m 
May 19, p.m 


M Ay 2U, 2.mM.. 


May 23, a.m 


May 24, a.m_-- 


May 24, p.m 


20, @.™... 
26, p.m 


May 27, a.m 


May 30, a.n 
May 31, a.n 
June 1, an 
June 2, a.m 
June 3, a.m 
June 3, p.m_. 


Topic 


The International Monetary Fund a 


Neutralism 


Economic Impact of Aid 
Input-Output Analysis--- 
Stereotypes of the United States 
W orkshop— Research Reports 
Input-Output Applications - 


Prevailing Themes of Anti-U.S. Propaganda 
Workshop—Research Reports 
General Review 
Raw Materials 
Host Country Expectations 
Workshop— Research Reports 
Regional Arrangements 
Cultural Shock 

| Workshop—Rescarch Reports 
Problems of Private Foreign Capital 


To be announced 


Personal Ecology 


Workshop—Research Reports 
IBRD and IFC Visit 


Language - 


W orkshop—-Country Analysis---- 
| The Export-Import Bank. 


The Development Loan Fund 
| Communications 


W orkshop—Development Loan Fund__-_.--- 
Development Banks-.- 


Missionaries and Businessmen Abroad 
W orkshop—Country Analysis 
Economic Development of the Soviet Union 


Economie Growth in Communist China 
The Impact of Foreign Aid_ 
Workshop—Country Analysis ek 
Economic Assistance from the Soviet Bloc 

| The Impact of Technology 


Workshop—Country Analysis. 
Economic Development of Japan. 


Programing in Agriculture - - 
Handing Over the Reins 
Programing in Agriculture 
Summary of Culture and Politics 
| General Review and Summary.------ 
| Concluding Ceremony - -- 


Instructors 


Mr. Schmidt. 

Dr. Lloyd A. Free, the Insti- 
tute for International Social 
Research. 

Mr. Schmidt, 

Do. 

Mr. Sereno, 

Mr. Wood. 

Prof. Wassily Leontief, 
vard University 

Mr. Irving R. Wechsler, Office 


Har- 


of Research and Analysis, 
USIA. 

Mr. Wood. 

Mr. Schmidt. 

Mr. William T. Phillips, 


To be announced 

Mi W ood. 

Prof Robert Triffin, Yale 
University 

Dr. Edward T. Hall, Govern- 
ment Affairs Institute 

Mr. Wood 

Mr. Edwin H. Arnold, Deputy 
Director for Private Enter- 
prise, ICA/W. 

Dr. Dennis A. FitzGerald, 
Deputy Director for Opera- 
tions, ICA/W. 

Prof. Gerard J. Mangone, 
Syracuse University. 

Mr. Wood. 

Mr. Schmidt, 


Prof. Henry Lee Smith, Uni- 
versity of Buffale. 

Mr. Wood. 

Mr R Henry Rowntree 
Export-Import Bank. 

Mr. Lester Gordon, Develop- 
ment Loan Fund 


Prof. Paul Linebarger, Schoo 
of Advanced International 
Studies. 


Mr. Wood, 

Mr. William Diamond, Inter- 
national Bank for Recon- 
struction and Development. 


Rev. Addison Eastman 

Mr. Wood. 

Prof. Warren Nutter, Univer 
sity of Virgir 






Dr. Richard E 
The Rand Corp 

Mr. Paul H. Nitze, 
Service Educatio 
tion 

Mr. Wood 

Dr. Joseph Berliner, S 
University 

Mr. Jack Ohly, ICA/W. 

Mr. Wood 

Dr. Warren § 
Office of Far E 
ICA/W., 

To be announced 

Hon. Rexford G. Tugwell 

To be announced. 


Moorsteen, 
Foreign 


nal Founda- 


yracuse 


Hunsberger, 


Affairs, 


stern 


Mr. Sereno 

Mr. Schmidt. 

Mr. James W. Riddleberge 
Director, Int itional Co 
operation Administration 


Mr. Passman. Is it not a bit unusual, with all the great universities 
and colleges we have in America, and all the various courses taught, 
that all at once we run up against a program developed by ICA where 


they have to go to colleges and universities and have them set up ¢ 


a 
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fac ulty to teach a speci: il course to train people to work in this mutual | 
secur ity program ¢ 

I am interested in hearing your replies to questions from other 
members of the committee. 

Mr. Gary ? 


ENROLLMENT AT JOHNS HOPKINS 


Mr. Gary. How many students do you have at Johns Hopkins? 

Mr. Hinperer. At the present time we have 20, sir. 

Mr. Gary. When did they enter? 

Mr. Hinperer. They will get out in May. They started 5 months 
previous, either last December or January, but 5 months prior to | 


early May. 


ENROLLMENT OF INSPECTOR GENERAL STAFF IN TRAINING COURSES 


Mr. Gary. Do the personnel in your office take these training courses 
at Johns Hopkins, Boston University, and the American Management 
Association ? 

Mr. Mureny. No, sir. It is possible in some future year a person | 
assigned to do an evaluation may be someone who had gone through 
a program like this in ICA, but I do not send them. I have no such 
program. In other words, ICA does nominate people to participate 
on my evaluation teams and maybe in 2 or ae irs they might nominate 
someone who had had one of these courses, but that would be purely 
an accident. 


CURRENT YEAR OBLIGATIONS FROM ICA FUNDS TO JOHN HOPKINS 


Mr. Gary. You say you have 20 at Johns Hopkins now. How 
much have you obligated from ICA Scone to Johns Hopkins for the | 
current year? LTrefer to obligated funds. 

Mr. Grapy. This would be not only administrative funds but both 
administrative and program funds, Mr. Gary ? 

Mr. Gary. Yes. I would like to have them separated. 


ANTICIPATED EXPENDITURES FOR FISCAL YEAR 1960 


Mr. Grapy. We anticipate by the end of fiscal year 1960 that we 
will spend $356,500 at the Institute for ICA Development Program: 
ing. 

Mr. Gary. At Johns Hopkins? 

Mr. Grapy. That is correct. 

Mr. Gary. That includes the training fund ? 

Mr. Gravy. That is with a total of 38 trainees. 

Mr. Gary. That is the training fund / 

Mr. Murpny. That is the overall total. 

Mr. Gary. That is the overall total of the training fund for the | 
year? 


' 
i 


COST OF TRAINING TO BE CHARGED TO ADMINISTRATIVE AND 
PROGRAM FUNDS 


Mr. Mcreny. For this particular Institute. Some part of that will 
be charged to the administrative fund. Do you have that, Mr. Grady! 
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Mr. Gravy. The amount is very small. We will get that for the 
record. If these 38 are all program funded trainees we will have 
none from the administrative budget. If one or two are administra- 
tively funded trainees, that will be charged to the administrative 
fund. 

Mr. Gary. You mean the $356,500 is taken out of the program 
funds for this training course rather than out of the administrative 
funds ¢ 

Mr. Gravy. For those individuals who are on program funds: yes, 
sir, 

COST OF TRAINING AT BOSTON UNIVERSITY 


Mr. Gary. How many do you have at Boston University ? 

Mr. Grapy. There are 20 now, sir. 

Mr. Gary. And what do you anticipate the total cost will be at 
Boston University for the training program for the present fiscal 
vear ¢ 
’ Mr. Gravy. $397,760, Mr. ( rary. 


TRAINING AT THE AMERICAN MANAGEMENT ASSOCIATION 


Mr. Gary. And how many do you have at the American Manage- 
ment Association ? 

Mr. Gravy. I am not sure we have any, sir. We will set this forth 

the record. My reference particularly to the American Manage- 
ment Association was in response to a question by Mr. Andrews on 
cost, and I was giving the American Management Association’s 
monthly average cost for training at the $850 level. That is why that 
association was referred to. However, we do from time to time send 
people there. Whether we have any there now, I do not know. 

Mr. Gary. How much will vou spend there during the present fiscal 
vear for this training program ? 

Mr. Hrxperer. We do not know, sir. They offer courses from 
time to time and if it is a course we like we send people there. 

Mr. Axprews. Will the gentleman yield ? 

Mr. Gary. Yes. 

Mr. Anprews. Can you tell us how much you paid them during this 
fiseal year ? 

Mr. Grapy. We will get that for the record. Mr. Andrews. 

Mr. Axprews. It looks str ange vou have it for the other two but 
you do not have it for the American Management Association. 

Mr. Grapy. I think it is because IT was using the American Man- 
agement Association primarily as an example on cost. 

_ Mr. Anprews. Can you tell us how many trainees you had there 
in 1959? 

Mr. Grapy. T do not have that. 

Mr, Axprews. You do not have any record at all on the American 
Management Association ? 

Mr. Grapy. Perhaps Mr. Hinderer does. 

Mr. Hrxperer. T do have it in a long schedule but it is mixed with 
others and it would take some time to dig it out. T will be glad to 
put it in the record. 

Mr. Gary. IT would like to know how much you spent with the 
American Management Association in fiseal year 1959, how much 
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you plan to spend during the current fiscal year and how much yoy | 
plan to spend during fiscal year 1961. 
(The information follows :) 


Summary of ICA training at the American Management Association and tuttion fee 


Estimated 
Act 
vear 1959 Fi ea Fisea 
1960 196] 
Number of trainees lf 24 4 
Tuition fees $Y, 826 $4,915 $5, 00 


— { 
ESTIMATED TRAINING EXPENDITURES FOR FISCAL YEAR 1961 


Mr. Gary. What do you plan to spend at Johns Hopkins in 1961! 

Mr. Grapy. Mr. Gary, I have that figure here, $372,500, and we 
anticipate we will train 42 people during that fiscal year. 

Mr. Gary. nae how about Boston University for 1961 ? 

Mr. Grapy. $792,560 for fiscal year 1961, and I would lke to point 
out that the reason for the very substantial difference 

Mr. Gary. More than double. 

Mr. Grapy. Yes, sir; is that we will be training 40 at Boston Uni- 
versity during fiscal vear 1961 and, as you know, we will have com- 
pleted the training of only 20 during 1960. 

Mr. Gary. It will cost you $372.500 to train 42 at Johns Hopkins 
and $792,560 to train 40 at Boston University. 

Mr. Grapy. I believe this is the total cost. 

Mr. Hinperer. That is right. 

Mr. Taner. How would it be different at one place than another? 

Mr. Grapy. Let me ask Mr. Me Allister to advise you what is in these 
two figures, $372,500 and S792,560. 

Mr. McAuutster. I do not have that information here. 

Mr. Grapy. I know that in part this is the additional cost for the 
oversea training that is done on this program. 

Mr. Anprews. Will the gentleman vield ? 

Mr. Gary. Yes. 





PAY OF GOVERNMENT EMPLOYEES LECTURING AT JOHNS HOPKINS 


Mr. Anprews. Mr. Secretary, I notice on page 8 of this Institute 
for ICA Deve lopment Programing—Tentative Schedule of Lectures, 
vou have listed for May 28 the subject “The Impact of Technology’ 
to be given by Mr. Jac ‘k Ohly, ICA/W. Is he still employed by TCA! 

Mr. Hinperer. He is presently employed by ICA, yes. 

Mr. Anprews. Does he get extra pay for going over there and 
lecturing / 

Mr. Hinperer. No, sir. 

Mr. Taner. How many get paid extra for going over there and 
lecturing / 

Mr. Hinperer. None from our organization. 

Mr. Taser. How many that go over there are from your organiza 
tion ? 

Mr. Hinperer. Very few. 
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Mr. Anprews. You also have Henry Rountree from the Export- 
Import Bank and Lester Gordon of the Development Loan Fund 
and others who apparently are Government employees. 


FURNISHING OF INSTRUCTORS 


Mr. Gary. What is the reason for a tuition fee of $800 a month 
if you furnish all the instructors ¢ 

Mr. Hinperer. We do not furnish all the instructors. We find a 
number throughout the Government. But they furnish some and 
bring others from other colleges. 

Mr. Ruopes. Will the gentleman yield ¢ 

Are any instructors who are Government employees paid for these 
lectures 

Mr. Hinperer. No. 

Mr. Ruopes. Not any / 

Mr. Hinperer. Not any. 

Mr. Anprews. In other words, the Government is helping the 
schools furnish the lecturers. That makes the $4,000 per session of 
5 months per student look like it is unreasonably high with the 
Government furnishing what looks like a substantial number of the 
lecturers. 

Mr. Ruopes. Will the gentleman yield ? 

Mr. ANprReEws. Yes. 


REVIEW OF CONTRACT COST BY INSPECTOR GENERAL 


Mr. Ruopes. I would like to ask the Inspector General if his 
group has gone into the reasonableness of this particular item ? 

Mr. Mureny. No, we have not, Mr. Rhodes. 

Mr. Ruopes. Do you have any intention of looking into it? 

Mr. Mureny. I had no present intention of looking into it, Mr. 
Rhodes. It was not in my planning. 

Mr. Hinperer. Could I adda thought to what has already been said, 
and that is that we do not in effect pay tuition. We have a contract 
with Johns Hopkins University to provide certain professors to 
give certain lectures and to provide the space for the course and that 
sort of thing, and then we divide the number of people that take the 
course into the contract cost and that is what we call tuition. It is 
not in fact tuition. 

Mr. Anprews. It is the same thing. You pay so much for a 5- 
month course then you furnish a substantial number of the lecturers. 


Would it not be better to have it in Washington and have all Govern- 
ment lecturers ? 


LOCATION OF JOHNS HOPKINS SCHOOL OF ADVANCED INTERNATIONAL 
STUDIES 


Mr. Hixperer. It is located in Washington. 

Mr. Axprews. I thought you said Johns Hopkins furnished some of 
the facilities ? 

Mr. Hinperer. The Johns Hopkins School of Advanced Interna- 
tional Studies is located here, sir. 

Mr. Axprews. I did not know that. 
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Mr. Gary. The school you send them to is located in Washington ? 
Mr. Hinperer. That is right. 


LOCATION OF BOSTON UNIVERSITY SCHOOL 


Mr. Gary. Where isthe Boston University school located ? 
Mr. Hlinperer. At Boston. 


LOCATION OF THE AMERICAN MANAGEMENT ASSOCIATION 


Mr. Gary. And where is the American Management Association 
located 7 

Mr. Hinperer. In New York. 

In response to an earlier question, I would like to say that the Gen- 


eral Accounting Office has recently made a detailed audit of the Johns 
Hopkins fac ility. 


BASIS OF CONTRACT WITH JOHNS HOPKINS 


Mr. Gary. What is the contract based on? Is it on a cost-plus basis! 

Mr. Hiinperer. I do not have a copy of the contract with me. 

Mr. Grapy. We have an overhead rate at Johns Hopkins in the 
amount of 52 percent and at Boston in the amount of 3144 percent. | 
am advised the 52 percent overhead figure is standard as far as Johns 
Hopkins University is concerned and that we did get some counsel 
prior toe ntering into this contract in terms of exper iences of other 
agencies. This is all the detail I am able to go into, Mr. Gary. 


GENERAL ACCOUNTING OFFICE REPORT 


Mr. Gary. Has the General Accounting Office made a report of their 
findings yet / 

Mr. Hinprerer. No, sir. I do not know whether GAO will make a 
report to us or not, and Iam not sure why they made the audit. Pos- 
sibly it was at the request of one of the committees. But they did make 
a detailed audit of the operation. 


OTHER AGENCIES USING COURSE 


Mr. Gary. What other agencies have been using this course? 

Mr. Grapy. No one to my knowledge has been using the School of 
Advanced International Studies’ ICA Deve lopment Programing 
course. The Boston University School of African Studies, I believe, 
is internationally renowned. What other agencies, if any, are using 
that facility, 1 do not know, Mr. Gary. 


COMPARATIVE TUITION STANDARDS 


Mr. Gary. You say this is a standard for Johns Hopkins. Is ita 
special standard? I do not know of any other schools in the country 
that charge a tuition fee comparable to this. I have the privilege of 
serving on the board of trustees of one university and we certainly 
do not charge a tuition fee even remotely approaching it. 

Mr. Ruopes. Off the record. 

( Discussion off the record.) 
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Mr. Henperer. Sir, this course was set up especially tor ICA. It 
has only 20 people in a course at a time and no one else attends the 
course. It is designed specifically for our needs. 


DISPOSITION OF TRAINEES AT COMPLETION OF COURSE 


Mr. Gary. What happens to these boys after they complete this 
course ‘ 

Mr. Hrxperer. They are sent to the field in a programing position 
to use the knowledge they obtained in this programing course. 

Mr. Gary. For further training ? 

Mr. Hinperer. No, sir: for actual jobs. 

Mr. Gary. Are they all sent to foreign posts 4 

Mr. Hinprerer. Yes. 

Mr. Gary. Are any languages taught in these courses ‘ 

Mr. Hinperer. No. 

LANGUAGE TRAINING 


Mr. Gary. So you send them to the school and pay $840 per month 
for the course and leave out the most important thing for a foreign 
representative to know and that is the language of the country to 
which he is assigned / 

Mr. Hinperer. We have other facilities for language training, sir. 

Mr. Gary. What are your facilities for language training? 

Mr. Hinxperer. The Foreign Service Institute, primarily, and we 
also have a commercial contract. That is for training in the United 
States. Abroad the Foreign Service Institute provides language 
training also. 

CONTRACT WITH VOX INSTITUTE 


Mr. Gary. You mentioned a commercial contract. What kind of 
contract is that 7 

Mr. Grapy. That is with the Vox Institute. 

Mr. Gary. And what do those courses cost ? 

Mr. Gravy. ICA anticipates it will spend a total of $38,000 at the 
Vox Institute for 9.132 hours of |: anguage tr aining during fiseal year 
1960, sir. ICA will also spend $7,000 in 1960 for 2,560 hours of part- 
time language training at Vox at $2.73 per hour. 

Mr. : vry. And how many students will that cover ? 

Mr. Grapy. Sixty-five employees will receive intensive language 
training at the Vox Institute during this year, sir. 

Mr. Gary. At a cost of $38,000? 

Mr. Gravy. That is correct, sir. 

Mr. Gary. That is approximately how much an hour? 

Mr. Gravy. $4.15 an hour, I believe, sir. 

Mr. Gary. And how many do they usually have in a class for those 
courses ? 

Mr. Grapy. It varies, sir. 

Mr. Hrnpverer. At Vox it is from one to three. 

Mr. Gary. Is that a part of their regular curriculum ? 

Mr. Hinverer. Ordinarily they set up a separate class for our peo- 
ple, either one, two, or three people. 


Mr. G ARY. How many hours of instruction is each employee re- 
ceiving ? 
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Mr. Grapy. Each employee is receiving an average of 140 hours of 


training and there are 65 employees 


So, there would be 9,132 hours ‘and that would amount to $4.15 | 
per hour. 


PROGRAM IN YEMEN 


Mr. Gary. Now, let us go to your program in Yemen. I note you 
are strengthening the mission at Yemen. 

Wh: at has been the dollar size of the program in Yemen in the past 
3 years? 

‘Mr. Gravy. Mr. Tennant, I believe, is able to answer that question 
yr, perhaps, Mr. Murphy. 

Mr. Mourpny. In 1959 it was $307,000, Mr. Gary. In 1960 it is$ 
million and planned for 1961 is $2 million. 

Mr. Taner. Would the gentleman yield for one question ? 

Mr. Gary. Yes, sir. 


YEMEN’S BUDGET FOR 1 YEAR 


Mr. Taser. I wonder what the size of the entire Yemen budget is for 
a year? 

Mr. Murpny. Again, if I may, sir, could I borrow the special assist- 
ance book back again and I could possibly answer that ? 

Mr. PassMan. We are glad to help out. 

Mr. Murpuy. We did not bring a complete set of volumes with us, 
Mr. Chairman. 

I find in looking at the statistical chart, Mr. Taber, that we do 
not have any information available on the Yemen Government's 
finances, except the fact that their annual cash revenue is estimated 
at between $8 and $15 million a year. That is the only thing we 
know about Yemen's budgetary situation. 

Mr. Gary. I did not quite understand that. 

Mr. Murpny. I stated that their total annual cash revenue runs 
somewhere between $8 and $15 million a year. 

Mr. Gary. And, we have given them $3 million one year and 82 
million the next year ? 

Mr. Taper. Does that figure of $8 to $15 million mean the national 
product or does it mean only the cash revenue ¢ 

Mr. Mureny. It is not gross national product, Mr. Taber. It 1s 
Government revenues. We have no other data available. 


POPULATION 


Mr. Taser. What is the population of Yemen ? 

Mr. Mureny. The population figure is 4.5 million people and their 
per capital income is estimated at not to exceed $50 a year. 

Mr. Taper. Well, that is better than it is in a lot of those places. 

Mr. Murpny. There are a lot of places, Mr. Taber, where it runs 
under $100 a year, or in that area 

Mr. Taper. That isall I have on that. 


it 


rs of 


$4.15 


2 you 
past 


‘stion 


th us, 
ve do 
rent’s 
nated 
or we 
runs 
nd $2 


‘ional 


It is 


their 


ces. 


runs 


1001 
TYPES OF PROJECTS 


Mr. Gary. What types of projects have you had there / 

Mr. Mureuy. The bulk of the funds, Mr. Gary, are in the area of 
transportation; that is, roadbuilding. $22 milhon of this year’s $3 
million program is in transportation and 31.6 million of next year’s 
<2 million is in transportation. 

Mr. Gary. It is all road construction ¢ 

Mr. Mureny. The $1.6 million for next year, for example, is es- 

inated at $310,000 for technician costs, $535,000 for commodities and 
$755,000 for other costs, which probably will be mainly local labor. 

Now, would you like to know what is going on in the other areas? 
We have some other projects. In agriculture, for example 


TYPE OF ROAD CONSTRUCTION 


Mr. Gary. First, what types of roads are you building there ? 

Mr. Mureuy. That I do not know, Mr. Chairman. 

Mr. Gary. Are they through-highways or farm-to-market roads, 
or what ? 

Mr. Murpnuy. Let us see what I can find out. No, sir, it does not 
say, Mr. Gary, what kinds of roads they are. I will look it up and 
supply i 

Mr. Gary. Put in the record the nature of the roads so we will 
know what we are building for them, whether military roads or 
farm-to-market roads or post roads or what they are. 

Mr. Murpeny. All right, sir. 

(The information requested follows :) 

The project agreement with Yemen specifies that the road to be constructed 
Shall be gravel. It is to connect the cities of Taiz and Sanoa, the two capitals. 


The agreement also provides for the training of Yemen nationals in road con- 
struction and maintenance. 


OTHER PROJECTS 


Mr.Gary. Now, you can give us the other types of projects. 

Mr. Murruy. There is $125,000 planned for the field of agricul- 
ture; $75,000 is for a project In irrigation development and $50,000 
is for coffee development. Then, there are two projects in education. 
One is apparently an English language training project of 335 000 and 
then $40,000 for some participant training. That is about it. 


JUSTIFICATION OF PROGRAM FOR 1960 


Mr. Gary. Did you justify a program for Yemen in fiscal year 
1960 ? 

Mr. Murreuy. I would have to check the record on that, but if my 
recollection serves me correctly, we did, Mr. Gary, because we had 
actually gotten underway there in fiscal 1959, I see, with a small 
contract of $307,000 which probably Was associ: we od with an engineer- 
ing survey on that highway project, which, as I indicated, is using 
most of the 1960 money. But to answer your question a ally, T 
would have to go back to the record and look. 
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SIZE OF MISSION 


Mr. Gary. What is the size of the mission now / 
Mr. Grapy. As of February 29, sir, we had four employees on direet 
rolls, three on administrative, and one on program funds. 


1960 TESTIMONY RELATIVE TO YEMEN 


Mr. Gary. Mr. Murphy, on page 1514 of the 1960 hearings you 
were asked the question, “How about Yemen?/” and you said, “We 
have no mutual security program there.’ 

Mr. Murrny. Well, Mr. Gary, the only explanation IT can offer is 
that. at the time I answered the question that was the best information 
Thad. However, if this contract was signed in fiseal 1959, either T did 
not know about it or it was signed after I gave that testimony. But, 
again, I will be glad to research that item. 

Mr. Passman. Is it not jus t another case, which can be added to 
many others, where what you actually do is entirely different than 
what you say that you will, or will not, do at the time of the hearings’ 

Mr. Mureny. It may be, Mr. Chairman, and, perhaps, I can cheek 
that right now, that the funds for the Yemen program for this year 
did come from the contingency fund. 

Mr. Passman. I want to thank Mr. Gary for yielding. T asked him 
to yield so I could clear up what you told us last year, when you did 
not have any planned program and you turned around and planned 
one. 

Mr. Taner. Does that mean, as the chairman suggested, that the 
program for Yemen is under question / 


YEMEN PROGRAM FUNDED FROM CONTIGENCY FUND 


Mr. Mvurptiy. I have checked, Mr. Chairman, and I found what I 
expected : that both the $307,000 for fiseal vear 1959 and the 83 million 
for fiscal year 1960 came out of the contingency funds for those 2 
years. In other words, the program was not specifically foreseen at 
the time the 1960 program was made up. 

Mr. Gary. And, the contracts were signed after you were up here! 
According to this record, a nnenee aid agreement with Yemen was 
signed on November 8, 1959, and you were here in June. 

Mr. Mvrprry. That would be right. That would immediately raise 
a question in my own mind, Mr. Gary, as to how 1959 money got 
obligated if the aid agreement was signed in November 1959. which 
is part of fiscal 1960. The explanation again is they probably en- 
tered into a project agreement in late 1959 on a project which they 
negotiated and completed before the bilateral program agreement 
was negotiated on the 1960 program of $3 million. 

Mr. Taner. You mean the program was authorized after the money 
expired ? 

Mr. Morrny. No, sir: IT did not mean that. What T mean is that 
if the overall bilateral economic agreement with Yemen was signed 
in November, as the book indicates, the individual projects which 
obligated $307,000 in fiseal 1959 must have been under a_ project 
agreement which was complete in itself and contained all of the under- 
takings necessary on the part of Yemen for that particular project. 
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Then, later they arrived at this bilateral agreement, which is a blanket 


agreement, 

Mr. Taner. Why would not you have known that when you were 
up here ¢ 

Mr. McAuuisrer. Did not this have to do with the first shipment 
of wheat because of famine conditions down there ? 

Mr. Murpny. There was a Public Law 480 program which I did 
insert in last vear’s record, Mr. Gary, if you remember, on this same 
page, 1514, and it. does show in response to your request for informa- 
tion that I did supply a table which showed there was a title IT, 
Public Law 480 disaster relief program for some wheat and flour 
and some ocean transportat ion, but I do not believe that had anything 
to do with the $307,000 contract. I am sure that was a survey con- 
tract in connection with the highway they are building, and my only 
answer is that it must have been executed after I gave the testimony. 

(Norr.—The following information subsequently supplied for the 
record :) 

Subsequent research revealed that $800,000 of the $307.000 was obligated 
on June 30, 1959, by an exchange of notes between the American legation in 
Taiz and the Government of Yemen to provide truck transportation of title 
II. Public Law 480 disaster relief wheat and flour from ports of entry to the 
major disaster area on Yemen. 

The remaining $7,000 was used to pay salaries and transportation costs for 
three U.S. technicians and their interpreters to initiate the highway survey. 


INCREASED STAFFING FOR YEMEN MISSION 


Mr. Gary. How many new positions are you requesting for the 
mission in Yemen ? 

Mr. Grapy. We are requesting four additional American positions 
and five local foreign nationals, Mr. Gary. 

Mr, Gary. And, also, in the headquarters department ? 

Mr. Grapy. We are seeking a net increase of 16 administrative po- 
sitions here in ICA W. sir. 

Mr. Gary. No: I am talking about for Yemen. 

Mr. Grapy. Oh, excuse me. May I have the question again ? 

Mr. Gary. How many new positions are you requesting in the head- 
quarters department for Yemen ? 

Mr. ( (FRADY. J be heve, sir, we are see ‘king one ack lit ional posit ion and 
Ithink that man will serve as assistant desk officer for that country and 
several others. 

Mr. Gary. You now have 4 and that would make 10 additional that 
you are requesting, is that right / 

Mr. Grapy. Five foreign nationals and five Americans; yes, sir. 
The assistant desk oflicer position is to cover three countries: Yemen, 
the United Arab Republic, and Traq. 

Mr. Gary. That is all, Mr. Chairman. 


LONG-RANGE YEMEN PROGRAM 


Mr. Passman. Is this the first step, in stafling this mission up there, 
toward a long-range program in Yemen ¢ 

Mr. Grapy. I believe that this question can be much better an- 
a by Mr. Grant and others who will appear before you, Mr. 

assman. 
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Mr. Passman. They are paid out of this money; are they not ? 

Mr. Gravy. These positions that I mentioned; yes, sir. 

Mr. Passman. Should not someone on your staff be in a position 
to answer that question, rather than to pass it along to some other 
witness who will be appearing to justify some other appropriation? 

Mr. Gravy. Well, I misunderstood your question, Mr. Chairman. 
I thought vou were addressing yourself to the total program there. 
As far as the administrative needs are concerned, as has already been 
indicated, we have three administrative positions and we are seeking 
the money for four additional and. in effect, a part of a man for back 
here in headquartersin Washington. We believe this is justified based 
upon the program. 

Mr. Passman. You contemplate a full-time mission there, and you 
are requesting funds to initiate it ? 

Mr. Grapy. Yes, sir. 

Mr. Passmawn. I do not know whether or not this document. which T 
hold in my hand has been brought to the attention of the other mem- 
bers of the subcommittee, but that is about the most fascinating thing 
that it has been my privilege to finger and handle since I have been 
on this committee. 

Mr. Gary. May I suggest “fantastic” rather than fascinating, Mr. 
Chairman ? 

Mr. Passmwan. Let me, please, substitute the words “super fantastic.” 


LECTURE BY CHTEF OF STAFF OF SENATE FOREIGN RELATIONS COMMITTEE 


Gentlemen, I notice you have Prof. Carl Marcy, chief of staff, Sen- 
ate Foreign Relations Committee, listed among those lecturing yout 
trainees. 

Mr. Grapy. Yes, sir. 

Mr, Passman. What is he doing at Johns Hopkins lecturing on 
foreien aid? 

Mr. Gary. Mr. Chairman, it has been developed that those courses 
at Johns Hopkins are not given in Baltimore but are given jin Wash- 
ington. 

Mr. Passman. But, we pay Johns Hopkins. 

Mr. Gary. That is right. 

Mr. Passman. They receiving a fantastically high price. 

Mr. Gary. Lagree with you, but the courses are given here in Wa 
ineton and not in Baltimore where Johns Hopkins is located. 

Mr. Passman. Am I correct in stating that Mr. Carl Marcy, chief 
of stat. Senate Foreign Relations Committee, is still with the Foreign 
Relations Committee / 

Mr. Murrpny. Yes, sir, he is. 

Mr. Passman. Is that the committee in the other body which han- 
dles the authorization for the mutual security program ? 

Mr. Murpuy. Yes, sir, it is. 

Mr. Taser. I think, Mr. Chairman, before we do anything mor 
that that paper ought to be left here overnight and we ought to have 
an opportunity to see it. 

Mr. Passman. Yes, sir; but I want to find out about this particular 
point. 

First, I want to clear up this one thing. Who solicited this man to 
be one of the members of the faculty on this advanced course ? 
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Mr. Gravy. He is a speaker there, sir, and not a member of the 
faculty. 

Mr. PassMaAn. He is lecturing your trainees; is he not ? 

Mr. Gravy. Yes, sir. 

Mr. PassMan. By whose invitation did this man become one of the 
lecturers 

Mr. Gravy. He is a guest lecturer without compensation and he has 
been invited because those making that decision thought this man was 
an expert in the field and well- qualified to address that group. The 
effort. I think, is to get individuals that the faculty of the school think 
are especially well-qualified to address this group and assist them in 
becoming better qualified to do the job they have to do in the field. 

Mr. Passman. I wonder if they considered inviting Mr. Sprankle, 
the staff director of the Appropriations Committee of the House of 
perese ntatives, who has been associated with this program as long 
as, or longer than, any other member on either committee of either 
body 

Mr. Grapy. I do not know whether he has or not. 

Mr. Passman. I wish you would have it checked, and I wish you 
would inform us tomorrow why the other body’s staff member was 
invited. 

lo vou have a copy of his remarks to oe: t EarNey ? 

Mr. Grapy. Iam not able to answer that, si 

Mr. Passman. All right: it was on the cranial March 9 at 9 p.m., 
and we should like to have a copy of that gentleman’s lecture to your 
trainees. 

Mr. Grapy. We certainly will endeavor to get that from him. 

Mr. Passman. Do you have another copy of this with you ? 

Mr. Murruy. I do not have any at all. 

Mr. Hlixperer. We have plenty in the office. 

Mr. Passman. Can you send us some copies by special messenger 
this afternoon and bring to the committee at least 12 copies? We 
want you to be prepared tomorrow to give us some information about 
“social mobility,” even if you have to get the professor down. I am 
referring to “social mobility” and the “social structure of underdevel- 
oped areas.” We should like to have some information about the 
“Foci of power.” 

Mr. Taner. They are educating them on the family and a lot of 
such stuff as that. 

QUALIFICATIONS OF LECTURERS 


Mr. Passman. Did you get the background on each one of those 
professors before you exposed your trainees to them. Did you know 
whether or not they were qualified ? 

Mr. Grapy. I do not know, sir. 

Mr. Passaan. Do you not think that is a sound question ? 

Mr. Grapy. T think it is an excellent question. 

Mr. Passman. They have been exposed to the environment of these 
people and the ideas of these people; have they not? 

Mr. Grapy. Yes, sir. 

Mr. Passman. And you actually do not know whether or not they 
were cleared 2 


Mr. Grapy.IT am not ready to commit the agency to that fact, 
Mr. Chairman. 








1006 


Mr. PassMAN. But, actually, you do not know at this time ? 

Mr. Gravy. No, sir, I am not able to answer it. 

Mr. Passman. Mr. Murphy, do you have the answer? 

Mr. Murpuy. No, I do not. 

Mr. Passman. The committee will stand in recess until tomorrow 
morning at 10 o’clock. 


Truurspay, Aprin 21, 1960, 
Mr. PASSMAN. The committee will come to order. We shall con- 
tinue the examination on the request for funds for administrative 
expenses of ICA. 
JUSTIFICATION MATERIAL 


At this point we will insert pages 47 through 52, of the 
justification. 
(The matter referred to follows :) 


GENERAL ADMINISTRATIVE EXPENSES ICA (SECTION 411(D)) 
OTHER PROGRAMS—NONREGION AI 


The proposed fiscal year 1961 appropriation for general administrative ex- 
penses of the mutual security program requested under section 411(b) of the 
Mutual Security Act of 1954, as amended, is $40 million new obligational av- 
thority. It is also estimated that $300,000 of prior year balances made availabk 
under this section will provide for a total of $40,300,000 administrative expenses 
for the International Cooperation Administration in 1961. It excludes adminis- 
trative expenses of the Department of Defense, State, and the Development Loan 
Fund for which funds are being requested under other sections of the act. 

The importance of the provision for general administrative expenses is ap 
parent as the funds requested are to be used in Washington and in some 65 
oversea locations in administering economic, technical, and other assistance 
programs for which ICA is responsible under the MSP. The whole structure 
and effectiveness of ICA programs abroad depend upon the adequacy and ef 
fectiveness of the administrative direction and support. Basic administrative 
duties and responsibilities must be assumed by each major organizational ele 
ment in Washington and by each mission abroad in order to effectively carry 
out the economic objectives of the MSP for which the ICA is responsible and 
insure that program funds are properly utilized. The administration of t 
elements of the nonmilitary assistance program has increased steadily as t 
program has shifted to the less developed areas of the world with less experi- 
enced governments to deal with and under more difficult working conditions. 
With each new fiscal vear, there is added workload, both in volume and con- 
plexity of problems, since prior year activities continue to require attentior 

The principal functions for which each oversea mission is responsible, re 
gardless of the nature and scope of programs or the number of projects, consist 
of (1) overall direction of the program by the director of the mission, (2) the 
planning, implementation and evaluation of programs in conformance with the 
Mutual Security Act and the ICA policies and procedures, (8) responsibility for 
good fiscal and management practices, including the accountability for the ex- 
penditures of Government funds in accordance with prescribed laws and regula: 
tions, (4) responsibility for management guidance and administrative services 
to permit efficient operation of the program, as well as for the safety and well- 
being of U.S. and local employees, and (5) responsibilities placed on the ICA 
missions abroad in connection with the Development Loan Fund and titles I 
and II of Public Law 480 activities. It is essential that adequate administra- 
tive personnel, both in quality and quantity, and supporting resources be pro 
vided if the ICA is to adequately accomplish the work for which it is responsible 


Program summary 


[In thousands of dollars] 
Fiscal vear 1959__- 2 athe od = __. 235, 966 


Estimate fiscal year 1960 Bien ce : ep gt elas rede 138, 429 
Proposed fiscal year 1961 = . ee : a : _ 40, 000 


1Excludes $61,000 in fiscal year 1959 and $81,000 in fiscal year 1960, comparative 
transfer to “Administrative expenses, State’? (sec. 411(c¢)). 
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Detail of program 


{Thousands of dollars} 


Actual, Program, Proposed, 
TTOW 1959 1960 1961 
Washington cai 16, 7% 17, 017 7, 46¢ 
OU, Oversea 
Europe : : 1,119 1, 063 933 
Ccon- Africa 2, 467 3, 452 4, 295 
od sa Near East and South Asia 5, 333 5, 851 6, 069 
ative Far East 6, 390 6, 934 308 
Latin America 3, 244 3, 442 3, 535 
Oversea personnel program 643 670 700 
| overseas 19, 1% 21,412 22, 54 
the l talICA 35, US6 33, 429 40. 300 
Anticipated availability of prior year funds M 
propriation request 35, YS6 8, 429 20, OU 
Economic assistance, fiscal year 
{Thousands of dollars 
e ex- a; 
f the VORA E .penditure: | Unliqui 
il au- | ; = 
ilable | Actual, f year 1959 ud SN JO, 42 2 
ensSes Cu tive, June 30, 1959 303, 5 299, 45 ra 
a ie Es é ( LOnO gS 429 gw D4 
ninis- Cumulative, June 30, 1960 42, 32 337, 6 4, 63 
Loan Estimate, fiscal year 1961 40, OUL Y 
a 
iS ay 
ne 65 The proposed program for fiscal year 1961 represents an increase of $1,871,000 
stance over the amount estimated to be available for the current fiscal vear. The major 
eture portion of this increase is required to finance an additional U.S. employee staff 
id ef- of 74 positions of which 5S are in oversea locations, and 147 foreign national 
rative positions. A tabulation of the proposed positions together with salary and 
1] ele reluted costs follows: 
carry Dollars in thousands 
e and 
f the 1959 19 1 
is the 
xperl- Amer Loca Amount Amer Lo 4 A re I A 
tions. can 1 
com- 
ntior ICAW 1543 $16. TAN 1 ¢ $ 
e, Te 
pnsist vverse 1.1 7 
I R 17 S2 , 119 4 id ’ 
») the AFR 124 104 2 4 19 190 { XS 2 1.2 
h the NESA 240 3eS 5, 333 8 15 x 248 9 
ty for FI 299 659 6, 390 299 674 o4 4 , S 
: LA 14 203 3, 244 14 a 44 ) 
1e eX- 
ela Subtot 856 | 1,506 18. 553 875 1. 692 2). 74 133 839 99 
rvices VIP De ‘ . - 
7 2 643 SU s 
wel 
» ICA I O/S 448 1, 506 19, 19¢ } 1, 692 1,4 1, S39 22, 340) 
tles I ICA 2,491 | 1,506 | 35,986 | 2,468 | 1,692 8,429} 2,542 | 1,839 10, 300 
istra- 
» pro . 
sible Include sitions transferred to Office of Inspector General and Comptro Mut Security, Dep 


Washington costs are expected to increase by $448,000 from $17,017,000 in 
fiscal vear 1960 to $17,460,000 in fiscal year 1961. This increase is required to 
provide for 16 additional permanent positions and an anticipated rise in man- 
Years of employment from 1,423.7 man-years in fiscal year 1960 to 1,486.6 man- 


5, O86 
8, 429 
0, 000 

63909—60 


64 
trative 
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years in fiscal year 1961. Provision is made for a 2.8 man-year increase in part- 
time and temporary employment; from 31.4 man-years during the current fiscal 
year to 34.2 man-years in fiscal year 1961. 

Overseas operations 

Europe costs are expected to be slightly less in fiscal year 1961 than for fiscal 
year 1960, decreasing from $1,063,600 in fiscal year 1960 to $933,400 for fiscal 
year 1961. Administrative personnel in Europe are located principally in two 
posts—Spain and Yugoslavia—where active programs are underway. Mini- 
mum personnel are assigned to Austria, Germany, and Iceland, where the only 
functions are what might be called terminal activities of programs previously 
discontinued, Total permanent American positions will be 39 for fiscal year 
1961, which is a reduction of 4 from fiscal year 1960, and reflects the determina- 
tion of the Agency to reduce administrative staffing to the minimum consistent 
with reduced program requirements and sound management principles. — 
years of American employment is expected to decrease from 43.9 in fiscal yea 
1960 to 38.6 man-years in fiscal year 1961 due to the anticipated decrease haste 
fiscal year 1961 in the number of American positions. 

Africa costs are expected to increase by $842,500 from $3,452,300 in fiscal yea 
1960 to $4,294,800 for fiscal year 1961. This increase will provide for 39 addi. 
tional permanent American positions and 35 additional permanent foreign na- 
tional positions: 15 of the additional 39 American positions and 26 of the addi- 
tional 35 foreign national positions are to provide for the essential staffing in 
three new locations. Moreover, 3 of the additional 39 American positions are 
required to build up the staff in Guinea, where ICA plans to establish a mission 
later in the current fiscal year. The remaining 21 additional American positions 
and the 9 additional foreign national positions will provide expanded support 
at African locations where staff strength is below the level considered necessary 
to satisfactorily maintain, manage, and contro] ICA-administered programs. 

Near East and south Asia costs are expected to increase by $218,000— 
$5,850,700 in fiscal year 1960 to $6,068,700 for fiscal year 1961. This increase 
will provide for 10 additional permanent American and 81 additional perma- 
nent foreign national positions: 5 of the additional 10 American positions and 
7 of the 81 foreign national positions are required for the strengthening of 
recently activated missions in Egypt and Yemen. Moreover, 3 American and 
46 foreign national positions are requested in order to provide for the transfer 
of personnel in USOM/Iran from the master joint fund organization to the 
mission administrative staff. As a result of reevaluation of foreign national 
employment in Israel, it has been determined that 20 local positions should be 
funded from administrative expenses in fiscal year 1961. The remaining two 
additional American positions and the eight additional foreign national positions 
will provide expanded support in selected NESA locations, where staff strength 
is considered to be below the level necessary to adequately maintain, manage, 
and control ICA-administered programs. 

Far East expenses are expected to increase by $374,500, from $6,933,700 in 
fiscal year 1960 to $7,308,200 in fiscal year 1961. Permanent American posi* 
tions will increase from 299 to 304 and permanent foreign national positions 
from 674 to 695. The increase of 21 foreign national positions includes a trans- 
fer in the Philippines of 12 positions from program funds to administrative 
funds. The major reason for the $374,500 increase is the increased employ- 
ment level. Personal services, including civil service retirement, will increase 
by $315,600, while the directly related items such as transportation, supplies, 
equipment, and contractual services will increase $58,900. 

Latin America costs are expected to increase by $93,055, from $3,441,845 in 
fiscal year 1960 to $3,534,900 for fiscal year 1961. Permanent American posi- 
tions are expected to increase from 146 in fiscal year 1960 to 154 in fiscal year 
1961, with a corresponding increase in average employment from 140.1 man- 
years in fiscal year 1960 to 148.5 man-years in fiscal year 1961. Permanent 
foreign national positions are expected to increase from 299 in fiscal year 1960 to 
313 in fiscal year 1961, with an estimated increase in average employment from 
282 to 293, respectively. Increases in American and foreign national positions 
will provide additional support in expanding missions in Latin America where 
staffing strength is considered to be below the level necessary to adequately 
maintain, manage, and control ICA-administered programs. 

Oversea personnel program costs are expected to increase by $30,000, from 
$670,000 in fiscal year 1960 to $700,000 in fiscal year 1961. This will provide for 
continued improvement in language training and other employee development 
programs; for flexibility in employing competent personnel in the highly com- 
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petitive U.S. labor market; for improvement in the Agency's capability to retain 
experienced personnel; and for equitable treatment of employees who incur 


injury or sickness during oversea service. 


To summarize, the estimate for fiscal year 1961 provides for an increase of 
$1.871.000, or approximately 5 percent over the amount available during the 


current fiscal year. 


Of the increase approximately $0.4 million is required to fund new mission 


costs and $1.2 


foreign nationals. 


million to fund other new positions requested, both American and 


The remaining portion of the requested increase of $0.3 million consists of 
$0.8 million increased activities offset by a decrease of $0.5 million as follows: 

(a) $0.2 million for administrative support, both in Washington and overseas, 
to be furnished by the Department of State and the administrative costs of 


participating agencies. 


(b) $0.5 million to finance periodic pay increases of American employees and 
wage-scale increases for foreign nationals. 
¢) SO.1 million to finance the new Federal health insurance program. 


Decrease of 80.5 million in Washin 
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Summary of obligations by object class 
DEPARTMENTAL AND OVERSEAS 
1959 actual WO est 1961 estimate 
Num- Amount Num {mount Null A mou! 
ber be ber 
U.S. natic 2,491.0 $20, 794.087 2, 468.0 $20. 899, 485 (2. 542. 0 $21. 957. 93. 
285. | 2,516, 011 17¥. 1 1, 653, 360 145. 1 1, 395, 359 
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2, 205. 9 18, 283, 076 2, 288.9 14, 24 25 |2,396.9 20, 562. 57¢ 
! | , foreign! | 1, 506. 0 2, 457, 342 | 1, 692.0 2, 897, 692 |1, 839. 0 3, 329. 962 
Dedu 182. 4 345, 930 170.9 297, 506 135.8 253, 471 
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1, 323. 6 1, 521. 1 2. 600, 186 | 1, 703. 2 3, 076, 491 
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vment personne ; 6.3 3, S41. ¢ 22, 116,11 4, 134 23, 920, 167 
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\ ove 52-weel ( 74, SY6 H4, Y48 41, 560 
( I ho day pay 288, 510 283. 130 2908, SOU 
wanes IS1, 637 214, 610 249, 879 
, owance 580, 023 653, 795 723, 30K 
I owance 148, 011 ~18, 640 245, 44 
I wance 33, 098 $02 %.17 
' Tr service re 894, 745 156. 663 1. 062. 732 
mM eT 1 ( cles re 
et 32.3 431, 461 25.7 $55, 600 29.4 399, 600 
I services woe- a, Oe € 23, 270, 113 |3, 867.3 4 G88. 422 14. 163.9 27. 017. 663 
01 ersonal services_._..- nS Mt Ps es 23, 270, 113 ....--| 24, 988, 422 = 27, 017, 663 
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+ ( cation services z 478, 771 952, 835 610 
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UO ontractual services 2 . a 599, 541 634, 550 $15, 230 
Representation allowances a 2. 150, 622 190, 400 |. 198, 000 
State administrative support. ....)...-.-- 1, 773, 120 1, 804, 845 si 1, 940, 000 
Services performed by other 
gencies <a - i ae ad $47, 984 |. = 900, 600 = 896, 000 
OR Supplie ne) Sriatattale 575, 806 70, 280 617, 760 
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S immary of obligations by obye ct class 


DEPARTMENTAI 




















Num Amount 
her 
Permanent positior 1,543.0 $12, 072. 302 
Deduct lapse 160. 7 1, 286, O19 
Net permanent positions 1,382.3 | 10, 786, 283 
Part-time and temporary employment 25 | 299 £34 
Average em] ent, personne 1,407.4 | 11,009,117 
Other person ery 
Regular pay above 52-week basse 41 
Overtime and | lay pay 15s 
Living allowance i 
Quarters lowance 2) 
A dditior p wr se ra bre 371 
I ents to other encies for rein 
hursat j 1) ar 
i ' - « 
Total personal service 1, 42S I 7. at 
01 ervice \ = 
02 675. 87 
OS tat ott ] 
04 tion se ‘ 39 
O4 it ( ( WS 
or 1 roduct 394 BR 
07 t tu ervices 7,14 
State trative sur ~34; OO) 
S es De med by othe 1 
cle BZ 2 
OS Sur ‘ I te | x 
OY Equ ent 1}, 7 
11 Grant it ‘ ntribut 
Contribution to re ement fun 74, 204 
Aw I ‘ TH 
T ri | ( ent 14.478 
I chert & 
Tot ot tions ( “) 74 
OVERSEAS 
U.S. nat S M48. | eg 79 « 
124. 4 9 Og 
I ( t ns. T SC 
tio R23. ( 7. 496. 793 
Permanent positior eigen nationals 1. 5O6. ( 457. 342 
Deduct lapse 182. 4 $4.5, 930 
Net permane positions, foreign 
natior 1, 323. 6 2,1 412 
Part-time and temporary employment 7 14, 760 
Average employment all personnel _|2, 148.9 | 9,622. 9 


Other personal services 


Regular pay above 





st 
Overtime and holid 

Living allowances 

Quarters allowance 

Edueation allowance 

Transfer allowance 

Additional pay for service abroad 


Payments to other agencies for reim 
bursable details ! 11.5 161, 48 
Total personal services 2, 160. 4 11, 752, 352 


402 
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Summary of obligations by object class—Continued 


OVERSEAS 


Continued 


1959 actual 1960 estimate 1961 estimate 


Num- Amount Num- Amount Num- Amount 
ber ber ber 

Personal services _-. $11, 752, 352 $13, 292, 422 $14, 599, 663 

Travel 1, 836, O74 2, 113, 955 1, ¥O6, YOO 

lransportation of things 1, 097, 314 1, 000, 800 885, 700 

{ Communication services 83, 831 102 835 106, 610 

Kents and utility services_-_. 1, 211, 243 1,3 114 1, 700, 810 

Printing and reproduction 16, 560 21 388 ; 24, 313 

Other contractual services __ - 402, 400 : $04, 550 590, 230 

Representation allowances 150, 622 1M), 406 198, 000 

State administrative support ; 1, 036, 220 1, 071, 445 1, 159, 000 
Services performed by other agen- 

cies 26, 775 59. OOO 72. 000 

§ Supplies and materials 405, 708 395, 280 431, 760 

Equipment < 672, 448 49, 100 546, 740 

Grants, subsidies, and contributions 15, 406 16, 100 19, 100 

Contribution to retirement fund 472, 757 37, 761 585, 134 

13 Awards and indemnities 9, 756 7, 200 8, 300 

Taxes and assessments __ 6, 130 4,795 5, 680 

rotal obligations 19, 195, 596 fa 21, 412, 145 |... 22, 840, 000 


Mr. PassMAn. 
committee. 
partment ¢ 

Mr. Grant. 
grams and Planning. 


Mr. Passman. Would you identify the others ? 
Scott Behoteguy, C hief, Central 
Acting Deputy Chief, ¢ 


Mr. Gravy. Mr. 


aid Mr. Jack Vaughn, 


This morning we have three new witnesses before the 
Mr. Grant, would you state your position with the De- 


My position is that of Deputy Director of ICA for Pro- 


African Division 
Central 


African Di- 


vision of the office of the Deputy for Programs and Planning. 


JUSTIFICATION OF 


Mr. Passman. 


PROGRAMS TO THE 


COMMITTEE 


Are these gentlemen connected directly with the ad- 
ministrative expense oper ations of the ICA, and is it customary for 


heads of other branches to testify for the funds for the administrative 


expe ises of LC A 4 
Mr. Grapy. 
Mr. Passwan, 


It is not customary. 
Why do we have other people coming in testifying 


for something that is under your supervision 4 


toadminister it. It is your 


fectly fair about it. 
but if the 


then [ wish the gentleman would tell the committee whether o 


program. 


gentleman is going to have to eall i 


is going to have these men administer it, 


Mr. Grapy. 
Wishes of vesterday. 
eram funds. 


factors, 
training programs. 


ET you fe 
could the committee ex pect you to administer it / 


I would like to respond to that. 


You are voing to h: ive 


annot justify it how 
I want to be per- 
You are new, and you were helpful yesterday ; 


witnesses from other 
lepartments of ICA to attempt to justify the sna itive ree 


*not he 


once he gets the money. 


The reason these men 
wre here this morning is in an effort to be responsive to your indicated 


Several times yesterday I noted, 
some of the contract expense is administrative and some of 
I thought that you were interested, 
but the rationalization in terms of need for these particular 


| — “ve, 


that 
is pro- 


not only 3 fre cost 





1012 





Mr. Passman. This is under the administrative expense part of it? 

Mr. Gravy. Part of it is, sir. 

Mr. Passman. What part would come under some other agency, 
and if it is under some other department of ICA why are vou testify- 
ing for it? 

Mr. Gravy. It is because these two figures combine in the training 
area. Qur training is not done entirely with administrative funds, it 
is done partly with administrative funds and partly with program 
funds. 

Mr. Passman. Please understand there is nothing personal about 
this. I am sure you gentlemen would not sleep well at night if you 
thought you had a committee and a Congress that would appropriate 
funds on as weak justifications as have been made for ICA this year, 
I understand you are new in the program and you are going to do 
your best, and you are going to have our cooperation: but if it is your 
responsibility to administer this particular account after the funds 
are made available I think you should be able to justify them. If vou 
are not able to justify the funds it is going to puzzle me how you are 
going to be able to administer them, and supervise this activity 
throughout the world, after you get the funds. When I see people 
coming in, a head of one section of ICA, hav ing to have the inspector 
gene ral as a backstop to fill in and answer questions: and then when 
we get a little further along and he cannot answer them, and you have 
to get some person from some other section to backstop him, it causes 
this particular member of the committee some concern. This is se- 
rious business. Iam sure you understand that. 


REQUESTS FOR INFORMATION NOT FURNISHED 


I want to indicate again for the record that we have requested spe- 
cific information in prior years—and that is in the hearings—and the 
request is still wide open. We never received that information in 
reply to questions. We have requested information this vear, but 
thus far it has not been given to the committee. So there will be 
another request this morning. 


LISTING OF INSTITUTIONS RECEIVING MSP FUNDS 


Please mepery a complete table showing each college, or university, 
trade school, or any other type of institution that is teaching, which 
is getting any money from the Mutual Security Program. We want 
it to be broad enough to cover the entire program. 

Are you going to be able to give us that information ? 

Mr. Grapy. Limited to the training activity, or all? 

Mr. Passman. All. We ran into this new superduper thing yes- 
terday, and I am of the opinion it will cause some of the members to 
lose sleep. So, we are not limiting it to administrative expense. 

We want, and I repeat, the name of each college or university or 
trade school, or institution, that is teaching any subject, which is re- 
reiving money out of the mutual security program, whether it is in 
the technical aid part, or for the trainees, or whether it is one of these 
high falutin’ things where we are paying about $800 to $900 a month 
per student in tuition and providing some of the teachers. We want 
every bit of the information. 
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Will you be able to give us that information ¢ 

Mr. Gravy. Yes. 

Mr. Passman. When? 

Mr. Grapy. I hope you will be satisfied with the response—as soon 
as possible, Mr. Chairman. 

Mr. Passman. Let us fix a date. We are going to have to complete 
these hearings soon and get the bill to the floor. We want that in- 
formation covering a period of 5 years. We want you to give it to 
us projected into 1961 and then back- up for 4 years, so that we shall 
have it for 5 years. 

(The information supplied may be found in the appendix at end of 
the hearing. ) 


PERSONS RESPONSIBLE FOR NEGOTIATION AND EXECUTION OF TRAINING 
CONTRACTS 


Mr. Passman. Now, Mr. Murphy, we would like to have available 
the person, or persons, responsible for the negotiation and execution 
of the contracts with the Boston College, Johns Hopkins University 
and the American Management Association. 

Mr. Murreny. Yes. 

Mr. Passman. When could we have those people before us? 

I think that we should go to the bottom of this. 

You could have 10,000 trainees in universities, being trained to give 
away money, and I think it is time now to meet this thing head on, 
and find out who started the program, how, and what it is costing. 

Do you have anything to add, Mr. Taber? 

Mr. Taser. The only thing I have to suggest is perhaps going back 
5) years does not go bac k far enough. 

‘Mr. Passman. Do you actually know at this time who negotiated 
those contracts ? 

Mr. Grapy. The man who did concur in the contract and did have 
a very important part to play in it, in the early determinations with 
respect to this contract, was Mr. Smith who was then Director of ICA. 
In addition, the four major Deputy Directors in the ICA at that time 
passed on this contract favorably. 

Mr. Passman. Would you give their names ? 

Mr. Grapy. At that time it would have been my predecessor, Mr. 
William H. G. Fitzgerald; our Deputy Director for Operations, now 
and then, Dr. Dennis A. FitzGerald: and Mr. John Ohly. 

Mr. Anprews. He is one of the lecturers at the Johns Hopkins 
school. 


Mr. Grapy. Yes. 
ICA LECTURERS AT JOHNS HOPKINS 


Part of our agreement. with Johns Hopkins is to make approxi- 
mately 25 percent of the lecturers from ICA available for this course. 

Mr. Passman. This man was a negotiator, he approved it, and then 
he became one of the lecturers. He is working both sides of the 
Street / 

Mr. Grapy. He is not compensated, as we said yesterday, nor is 
any ICA employee. 

There are seven employees on the Johns Hopkins staff. These 
people and the part-time services of two others are paid under the 
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contract. ICA officials who give lectures will recetve no compensa- 


tion, nor do any other Government employees. 

Mr. Passman. Nevertheless, they are lecturing / 

Mr. Grapy. Yes. 

Mr. Passman. They help formulate and approve the plan and 
then lecture your trainees. You have four in that capacity 4 

Mr. Grapy. Yes, 


INCLUSION OF CHIEF OF STAFF OF FOREIGN RELATIONS COMMITTEE ON LIST 
OF LECTURERS 


Mr. Passman. Including the chief of staff of the Foreign Relations 
Committee of the Senate: he is one of the lecturers / 

Mr. Grapy. No, sir. I would like to explain that. First of all, Mr. 
Marcy was not invited and did not attend and did not make the 
lecture. This was a tentative list. Iam not able to explain precisely 
how Mr. Marcy’s name got on it. 

I do know from our discussions with Mr. Marey that he was not 
invited. We do have the name of the individual who attended and 
participated as a guest lecturer on that particular occasion. 

Mr. Passwan. Why is his name on this list / 

Mr. Grapy. This wasa tentative list made up by Johns Hopkins, and 
I think amounted perhaps in part to their hopes in terms of getting 
people. 

Mr. Passman. They make up the list in the hope they will get them, 
and now you come along later and say that he was not extended an 
invitation. Is that not rather unusual, to put a man on the list asa 
lecturer when he has not been accepted, or invited ? 

Mr. Grapy. IT would say that is so. I do not know that it happened 
in any other instance. 


PERSONS RESPONSIBLE FOR APPROVAL OF PROGRAM 


Mr. Passman. How many of the four are now with ICA? 

Mr. Gravy. Dr. Dennis Fitzgerald, Mr. John Ohly, and I neglected 
to mention earlier Mr. Edward Arnold was also a participant. 

Mr. Passman. Who is he? 

Mr. Gravy. The Deputy Director for Private Enterprise in the 
agency. 

Mr. Passman. Is he still with the agency 4 

Mr. Grapy. Yes. 

Mr. Grant. These are not the some four men as the instructors. 
the full-time instructors. These are the four men who concurred. 

Mr. Passman. Did we not veste rd: wy ask that these men be here at 
10 o'clock this morning to explain the program ? 

Mr. Gravy. No, I did not have such information. 

Mr. Passman. Did you have that understanding, Mr. Inspector 
General / 

Mr. Mcurpny. No. I tried to get that cleared up to find out exactly 
who it was you would like to have so we could have them here, and I 
did not end up with the understanding you wanted those four deputy 
directors here. 

Mr. Passman. I believe vou gentlemen will agree this is something 
that should be checked into. 
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May I indicate again that we are not quarreling. 
We represent you as well as the other 180 million Americans who 


pay taxes and support this Government. What we are ae to the 


welfare of unborn generations is frightening. Some of us do not 
sleep well. When we pick up something such as this, it insu us. 
It is our ICA men who are being exposed to this, and are being, if I 
may use the phrase, brainwashed by every type of teacher and pro- 
fessor on an incredible variety of subjects. It is bound to be far- 
reaching, and I think we should get into it at this time. 

This is a new approach. We have been able to give away almost 
S100 billion in the last 12 or 13 years without h: aving to train people 
specifically how to go out and create programs and projects that would 
eall for additional billions of dollars. We are going to insist that 
you have these four people available for this committee. 

Mr. Grapy. I appreciate your comment, you do desire to be fair 
about this. 


PURPOSE AND COST OF PROGRAM 


Let me make one or two observations, if I may. First of all, we 
are talking about when this course is completed, 120 employees. Sec- 
ondly, we are talking about a kind of training which will assist them 
in doing their jobs better, I think; not finding ways to spend more 
money, 

Thirdly, I would like to make the point, and I think this is im- 
portant, the i although this is expensive, we have to compare it with 

similar programs, and I think on that basis your committee is better 
able to evaluate whether this is, in fact, too expensive. 

Yesterday I indicated that the American Management Association 
charges, not to ICA alone, but to everyone in Government, is $850 per 
man-month. Last night we were able to determine that the Brookings 
Institution here charges about $860 per man-month for this same kind 
of training. This, I think, should be considered by you and the 
members of your committee in the light of the S760 per man-month 
cost at Boston University and the $828 per man-month cost at the 
School of Advanced International Studies of Johns Hopkins. The 
reason why we have this program and its importance to [CA in the 
view of its top officials, I think Mr. Grant is well qualified to comment 
about, and I would appreciate it if you = let a 

Mr. Passaran. We are glad to have Mr. Grant here, but Mr. Grant 
will testify for his own appropriation at the proper time. 

We are going to see if we can get some information from you. You 
expect to continue in your present capacity: do you not ¢ 

Mr. Gravy. Yes. 

Mr. PAssMAN, These people will not be bae ‘kstop ping you W hen we 
give you this money and you go back to your office. Two wrongs do 
not make a right, stating what they pay other universities. I should 
like to remind you, if T may, that the most permanent thing in Wash- 
ington is one of these temporary programs. This is just the be- 
ginning. We do not know how far reaching this could be. 

I am going to say for the record oe at we have ICA people coming 
into Washington now who would say, “We are so fed up with this 
mess, we are willing to turn in our A gd and come before the 
committee.” Some of them are important ICA men. I say to them, 
“If vou come before the committee, you will lose your job.” 
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They say, “We are willing to lose our jobs. We would rather ‘go 
back to the farm’ than to continue the part we have to play in this 
foreign aid program.’ 

I know several of these ICA people who are willing to turn in their 
resignations and come before this committee. 


IMPORTANCE OF TRAINING PROGRAMS 


Mr. Granr. May I comment briefly on why we feel these programs 
ire important because it seems to me this is fundamental to the con- 
ai ration of this problem. 

We got into the ICA Development Program Institute for two 
reasons. First of all, I think it was a recognition that we will be in 
this business of assisting other countries, particularly in the field of 
technical cooperation, for a period of some years, and, therefore, we 
should be planning on the training of our personnel against a some- 
what longer period of time than had been the case in the past. This 
was specifically recognized by Congress in 1958 when vou included 
in the technical cooperation appropriation $8 million additional over 
that requested by the executive branch primarily for the purpose of 
increasing the capabilities of our personnel through training. This 
was the start, as I believe you will remember, of the language train- 
ing program, the in-service training program and this really provided 
a large part of the stimulus of mov ing ahe: ad in this area. 

Secondly, we have had recognition for many years that. under- 
taking development. projects in Asia, Africa, Latin America, and so 
forth requires substantial adaptation over our method that we have 
used in the United States and in Western Europe because of different 
cultural, political, economic, religious, and other factors in these 
countries which are substantially different from those that we are 
accustomed to working with. Over the years we have had numerous 
examples where more adequate recognition of these differences in per- 
sonnel would have meant. there would have been a substantially im- 
proved return on our money. 

If you can put it over into a business context, with a broader train- 
ing of our personnel, we could maybe earn a 50-percent return on our 
money rather than a 10-percent return. 

Let me give you some examples of the kind of problems that have 
occurred since World War IT. These T will draw out of my own 
personal observation which will possibly be more effective. 


EXAMPLE OF UNRRA PROBLEMS IN CHINA 


T remember that I was in China in 1946 and 1947 and at that time 
UNRRA sent over large quantities of dried milk, 80,000 to 100,000 
tons. This was a period when the price of milk was very low and 
the price of wheat was high, and in terms of calories we could literally 
get more calories for the dollar through the purchase of milk than 
you could through the purchase of wheat. This shipment was con- 
curred in by the Chinese and by the UNRRA officials then head- 
quartered in Washington. 

But a major factor was not taken into account which is that the 
Chinese, as a culture, as a society, do not consume milk products. 
They do not consume cheese, butter, or milk so you had large quantities 
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of foodstuffs hitting China at a time when they desperately needed 
food. but the popul: ition Was unaccustomed to using or eating this 
kind of food and, instead of being able to distribute this 1 apidly in a 
period of 1 or 2 months and meeting our needs, it meant that it took 
us | or 2 vears. 

We had to build up a whole new market for this kind of food prod- 
uct, and it meant that we had to, in the interim, bring in increased 
wheat. Ifthe programing people had had a better understanding of 
this. we would not have tied up this amount of money and effort in 
this kind of a program. 

Mr. Taner. Do you mean that the ordinary fellow that you pick up 
here would not know that ? 

Mr. Granr. Yes. Whole milk was a completely new and different 
type of food to the Chinese. 

Mr. Taner. Did not the fellow that we were sending over there 
know enough to know how todeal with that ? 

Mr. Grant. In this particular case the decision was made before 
the end of the war to make this kind of a shipment. We did not have 
field personnel at the time and this went forward. 

Mr. Ruopes. I wonder if that information might have been avail- 
able in the Library of Congress—information as to what the Chinese 
eat and do not eat 7 

Mr. Grant. I suspect quite clearly that it was available. 

Mr. Ropes. I wonder why you have to spend $4,000 a month to 
train some person to use a telephone to call the Library of Congress 
for information that he should have had in the first place ? 


PURPOSE OF COURSE 


Mr. Gran. Well, sir, I think the purpose of this course, in large 
part. is to make our personnel realize we have expensive differences 
and to ask questions at the appropriate time—is this really the kind of 
food product that these people eat’ If you have a famine in India 
and the people do not eat a particular kind of food, you are going to 
run into serious difficulties if you respond with the wrong kind of 
food, so in this context what we want are people who ask the right 
question at the right time. 

Mr. Passman. Mr. Grant, we were told vesterday that none of these 
universities taught these subjects and that the idea originated back in 
ICA, and you formulated the subjects you wanted taught: and you 
went tothem and, in effect, they had no such subjects. 

Mr. Gravy. I did say that; I would like to explain that. That was 
in the context of the course as a whole, Mr. Chairman. I was saying 
that the course as a whole is something we could not get from 
any 

Mr. Taner. Back in 1886 T was told that I had in front of me a 
geography textbook that indicated the kind of food people ate in dif- 
ferent sections of the world. 

Mr. Passwan. If you will go a bit further, Mr. Taber, we are mak- 
Ing quite a point about the powdered milk and the Chinese not know- 
ing how to use it. There are 150 subjects that are not related to food. 
There are such subjec ts as worship objectives, social mobility, cultural 
polities, and economic development: problems in foreign aid, religion, 
and worship. 
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FISHERIES PROJECT IN CEYLON 


Mr. Grant. May I comment specifically on some of these because | 
think they give you an indication of the problem we have. 

Take this question of religion, for instance. In the last country 
that I was assigned to, Ceylon, the FAO had a project which was de- 
signed to develop inland fisheries for food in that country. They 
had hundreds of lakes and reservoirs in the interior of the country, 
These were not stocked with fish that could be used for food. The 
people of this area ate fish, and it was clear from our experience in 
other countries, such as Thailand that you could greatly increase the 
food supply in the interior area by getting started with what they call 
fish farms in Asia, not for sport but for consumption. This seemed 
to make a great deal of sense and the fingerlings were brought in from 
Thailand and other countries that had them and were stocked in these 
new reservoirs and lakes, but then when it came time to harvest the 
fish crop, it was suddenly discovered that the people were not harvest- 
ing it. They were still importing the fish from the coastal regions 
and it was only at this stage that it was really focused on adequately 
that these people were Bud lhists of a certain type and that the y did 
not believe in killing fish. 

Mr. Passman. That sounds like poor planning on the project from 
the start. 

Mr. Grant. While these people would eat fish epi by someone 
else, they would not kill them themselves. And an investigation of 
who the fishermen were in the coastal regions de eke they were 
either of a low caste Buddhist type, who could do this and stay within 
their religion—but it put them in a very low caste—or they were 
Christians who had no aversion to this particular problem. 

This problem was finally solved by moving some of the fisher fam- 
ilies from the coast into these major inland lakes. This is now be- 
coming a very productive and worthwhile project, but if this religious 
caste question had been taken adequately into account we would have 
gotten a quicker return on our money. 


SETTLEMENT OF NOMADS 


On the question of the mobility of people, for example, one of the 
problems we have discovered on the major E xport-Import Bank de- 
velopment project, the Helmand in Afghanastan, this was predic ‘ated 
upon settling considerable numbers of nomads on this relatively rich 
valley once water was brought to it. It developed subsequently that 
these particular nomads, unlike nomads in other parts of the world, 
were quite reluctant to settle down and change their whole mode of 
life and engage in agriculture of this sort. 

Mr. Taner. Do you mean that our people who were in charge of 
this setup did not know that nomads did not readily settle down! 
I supposed everybody around this country knew that. 

Mr. Grant. Well, sir, we have just discovered some kind of nomads 
do and some kind of nomads do not. This was the problem here. 
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RURAL RECONSTRUCTION IN CHINA 


I think that you are familiar with the Joint Commission on Rural 
Reconstruction which I believe is generally considered to have done 
an outstanding job in T aiwan. Well, when it started on the main- 
land of China, it was primarily engaged in trying to increase pro- 
ductivity through distribution of new seeds, of increased irrigation, 
but they discovered in their early work in the interior of C hina that 
the farmers were not responding to this. 

Mr. Passman. Mr. Grant, you are making a statement there, but 
it is getting just a bit away from the subject. In effect, you are actu- 
ally admitting for the record that after about 15 years, and after 
spending close to $100 billion in the foreign aid program in about 76 
nations of the world, it was just about a failure until we started this 
course up at Johns Hopkins University under the Institute on ICA 
Deve meets programing. 

Mr. Grant. No, sir. 


NUMBER OF GRADUATES OF JOHNS HOPKINS’ COURSE 


Mr. Passman. You have about nine pages of subjects being taught 
here. How much of the program do you figure was a complete waste 
of the taxpayers’ money In prior years, as you did not have this pro- 
oram? You talk about 120 people out of 43,000 employees in the 
mutual security program. Let us think in terms of the 43,000 em- 
ployees against the 120. How many have you graduated from the 
program ¢ 

Mr. Grant. Eighty by May. 

Mr. Passman. You will have 80 people. How much damage has 
been done by 43,000 people in the overall mutual security program, 
scattered in 76 nations, because you did not have these 80 especially 
trained people from Johns Hopkins and other universities? 

Let us get down to some actual facts as to whether this is a new 
start and the other has been a waste of money. 


FISHERIES PROJECT IN CEYLON 


Mr. Grant. I believe this example of this fisheries project in Ceylon 
is an example in answer to your question. There is no question but 
that this particular project, which was not an ICA project, has paid 
off, but it took a long time for it to pay off and in a sense what we 
are try ing to do is to increase further the rate of return on our money. 

Mr. Passman. What was the cost, approximately, of that particular 
ae aye 

Mr. Grant. I do not know, sir. That was an FAO project, but the 
expenditure was relatively modest, and they have now created a major 
source of a new food supply that will continue in that country in- 
definitely. 

Mr. Passman. I find that those people out there know more about 
raising fish than we do. We get one vield of rice per acre per year, 
and we brag about it, and out there they are getting three or four and 
run an extra crop in between. 

You have, in all probability, over 2,000 separate and distinct types 
of projects, and you are just talking about one little fishe ‘ry. Let us 
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get back to the fact that you have 43,000 personnel in the overall 
mutual sec urity program, scattered in about 76 nations of the world, 
and they have helped the program spend about $100 billion in 12 or 
13 years. As you did not have these 80 people from Johns Hopkins 
and these other universities trained, how much of that money do you 
think has been wasted ? 


NEED FOR SPECIALIZED TRAINING CLASSES 


Mr. Grant. Well, sir, I think we should make clear that what we 
are talking about is the training of key personnel involved in the pro- 
eraming of funds, either by technical field, or generally, that relate to 
the ICA program and that relate to some 6,000 Americans that we 
have overseas in this part of the program. And what we are seeking 
here is to increase our return on the money. If you ask a particular 
major corporation of the United States that is making 15 or 20 percent 
a year why they send their personnel to specialized training courses, 
which they are increasingly doing, they will say they want to increase 
the return on their investment. 

Mr. Passman. Are these people at Johns Hopkins exposed to all the 
subjects listed here? 

Mr. Gravy. Yes, sir. 


PRESENT ENROLLMENT IN JOHNS HOPKINS PROGRAM 


Mr. Passman. How many do you now have in Johns Hokpins? 

Mr. Grapy. Eighteen, sir. 

Mr. Passman. Do you have a class in Washington that has just 
finished ? 

Mr. Grapy. No, sir. 

Mr. Passman. How far advanced are the 18 in this course of some 
40 or 50 subjects? 

Mr. Gravy. I believe that course is completed in May. 

Mr. Passman. So they are almost at the end of the course ? 

Mr. Gravy. Yes, sir. 

Mr. Passman. Could we have 10 of those people come before the 
committee next Wednesday, at 10 o’clock, and let us find out how much 
they know about these subjects? 

Mr. Gravy. Sir, I do not know if it was on the record, but yesterday 
you suggested that we might have someone with us this morning who 
had attended the course, and we do have Mr. Vaughn here. We 
brought him for that reason. 

(The following information was supplied at a later point in the 
testimony (see p. 1026).) 

Mr. Vaughn was never a student in the course. He served for a time as work- 
shop coordinator for SATS. 

Mr. PassmMAn. We do not want just one. Bring all 18 of them, and 
let the committee find out from these people what they know about 
these various subjects. We have spent thousands of dollars in this 
training program, and they are about to get their diplomas. Let the 
committee find out how much they know about some of these subjects 
such as religion, and so on. 

Mr. Ruopes. What I want to hear them on is “Congress and Foreign 


Aid.” 
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Mr. PassMan. We want to meet with your class, and we shall set 
the date and have a place where they can all come before the commit- 
tee. That is one way of finding out if these people are smart enough 
to learn about 100 subjects in 5 months. 


EXAMINATIONS AT COMPLETION OF COURSE 


Mr. Anprews. Do they give examinations at the completion of the 
course or do these people just sit and listen to lectures / 

Mr. Gravy. Individuals are evaluated by the staff at the school and 
the results are made available in writing to ICA. 


ATTENDANCE RECORDS 


Mr. Anprews. What is the attendance record of these people? 1 
assume they can go or not go 


FIELDS REPRESENTED IN ENROLLMENT 


Mr. Grapy. No, sir. They do not have that election. These men 
actually work fair ly long hours and it is not elective with them whether 
they appear any day. They are being paid their salaries and this is 
a job of work, in effect. 

In fiscal year 1960, incidentally, we are sending 38 through; 22 are 
program economists, 3 are from the field of industry, 1 in communi- 
cations media, 6 in food and agriculture, 3 in controller activities, 1 in 
public administration, and 1 in community development. 

Mr. Anprews. What do you mean by the field of industry 4 

Mr. Grapy. They work in the industry division here or in industry 
abroad. 

Mr. Anprews. They areall ICA? 

Mr. Gravy. Yes. The point is to broaden the base of these people 
in terms of ICA objectives. It is an effort to get the industry men 
thinking not only of industry but in broader terms consistent with our 
overall objectives. 


QUALIFICATIONS FOR TEACHING COURSES IN PROGRAMING 


Mr. Passman. As long as we have had this program, which I think 
is 13 years, many of your men have had vast experience in administer- 
ing the program, and you have recruited personnel from almost every 
State in the Union who are well versed in various subjects. Who 
would you say is the best authority in America on ICA programing, 
these people who have been out in the field with actual experience or 
the people at Johns Hopkins who created a course you manufactured 
and presented to them to teach? Which would you say is better able 
to teach these people on programing? Do you not think the people 
who have acquired the experience the hard way are the more com- 
petent ¢ 

Mr. Gravy. I think it might be a combination of both, Mr. Passman. 


Mr. PassmMaAn. Thank you very much. 
Mr. Taber ? 
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LOCATION OF JOHNS HOPKINS COURSES 


Mr. Taner. I got the picture last evening that you had these people 
coming over here from other places and that the lectures and classes 
were held here. This morning I got the picture of the classes being 
over in Baltimore. I wondered which is right? 

Mr. Gravy. Sir, the ICA school is physically located here in Wash- 
oom It is part, however, as we did state yesterday, of the School 

Advanced International Studies of Johns Hopkins. 

ie Taser. And they go over there for their sessions ? 

Mr. Gravy. They go to an address here in downtown Washington, 
Mr. Taber. 

Mr. Taser. They go to an address here ? 

Mr. Gravy. Yes. It is at Florida Avenue and Connecticut Avenue, 


1900 Florida Avenue NW. 


SESSION HOURS 


Mr. Taner. You say the morning sessions began at 9 30? 

Mr. Grapy. Yes, sir. 

Mr. Taser. How long do they last ? 

Mr. Gravy. I think the *v conclude around 5 p.m., sir. 

Mr. Taser. You mean the afternoon sessions ‘aoe at 2 and how 
long do they last? 

Mr. Gravy. They conclude at 5 or 5:30, sir. 

Mr. Taper. Does that mean they run right straight through from 
9:30 to 54 

Mr. Gravy. Not only that, there is very extensive homework in 
connection with this, Mr. Taber. 

Mr. Taser. Do they have a lunch hour break ? 

Mr. Grapy. Yes, sir. 

Mr. Taser. They seem to be down there every day on one thing 01 
another, generally two different sessions. On January 12 on this par- 
ticular schedule you introduce them to the problems of economic devel- 
opment, 

Mr. Grapy. Yes we do, sir. 

Mr. Taner. What dothey get there ? 

Mr. Gravy. The whole course, Mr. Taber, is directed to broadening 
the individuals so that they can doa better job abroad in meeting ICA 
objectives abroad. Economic development, of course, is just a pat! 
of the total picture. 


SALARY INCREASES GRANTED SCHOOL STAFF 


Mr. Taner. How much did you increase the salaries of these people 
as a result of this operation / 

Mr. Gravy. There are four staff members. I know that the Diree- 
tor is being paid $17,500 a year this year. I believe the first year It 
was $15,500. I might note in that connection, in the intervening 
period, Mr. Taber, Government employees received raises that rough} 
equate with this difference from $15,500 to $17,500. In addition, I am 
reminded by Mr. Grant that the Johns Hopkins School of Advanced 
International Studies raised all of its professors and this, too, was 4 
factor in the decision to raise those salaries. 
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Mr. Anprews. You mean all professors throughout the whole school 
or only in this particular school ? 

Mr. Gravy. Throughout the entire school, Mr. Andrews. 

As a matter of fact, the total cost per hour to ICA for instruction 
is, 1 think, about $8.50 compared to more than $10 for the rest of the 
School of Advanced International Studies. 


LECTURE ON “THE FAMILY” 


Mr. Taper. On page 2 it says “February 1, a.m., ‘The Family.’ ” 
That isan all-day session ¢ 

Mr. Gravy. This apparently is a subject that was covered the entire 
day, morning and afternoon sessions; yes, sir. 

Mr. Taser. On the family. What can a fellow learn about the 
family ¢ 

Mr. Gravy. I would have to preface my remark by saying this is in 
part a guess, but the problems of families living abroad in underde- 
veloped areas would be of considerable interest to this group, and the 
capacity of the family as a whole to adjust to family living in these 
difficult areas. 

LECTURE ON RELIGION 


Mr. Taper. Down a little ways we get to religion. What caliber of 
folks do you get in this operation ? 

Mr. ANprews. Will the gentleman yield? 

Mr. Taser. Certainly. 

Mr. Anprews. You will notice the lecture on religion is with the 
Rand Corp. 

Mr. Taper. Yes. That is a large manufacturing concern, as I un- 
derstand it. 

Mr. Grapy. This is a company that has a number of Government 
contracts, and I think the title “Religion” may be misleading. I think 
it has a bearing upon the cultural “relationship of religion in these 
areas to the economic and other factors in the areas. 

Mr. Taser. You jump down, and on January 28, p.m., you have 
“Workshop—Religion” by Mr. Wood. Is that a different kind of 
religion ? 

Mr. Grant. May I comment on that, sir? 

Mr. Taner. Yes. 

Mr. Grant. They have the seminar discussion on religion in the 
morning and in the afternoon they take some concrete cases and ex- 
an the impact of religion on these particular ones. The example 

gave you of inland fisheries, where because of the religious inhi- 
bifions of the people they would not harvest the fish, would be the 
kind of concrete problem, you would take up and discuss in this kind 
of workshop. 


LECTURE ON “UNDEREMPLOYMENT IN UNDERDEVELOPED AREAS” 


Mr. Taner. Here is a man lecturing on “Underemployment in 
rns Areas.” I wonder what that could be? 

Mr. Grant. On this one, if I may make a comment, one of the 
major problems that are quite different in the underdeveloped areas 
from those we are familiar with in the United States is that a sub- 
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stantial proportion of your people in the rural areas are underem- 
ployed. You go to a village in India or in Indonesia and you will 
find that they may do the equivalent of only 3 months’ work in the 
course of a year, and there are a number of factors that explain this 
and there are questions as to how do you capitalize on underemploy- 
ment to get people to engage in capital activities while they are not 
other Ww ise eng: aged. 

Mr. Taner. Our farmers have to take care of that themselves. 

Mr. Ruopes. Will the gentleman yield? 

Mr. Taper. Yes. 


| 


Mr. Ruopres. Mr. Grant, are these lectures prepared and printed? | 


Mr. Granr. There are precis of them—summaries of them. 
REQUEST FOR COPIES OF LECTURES 


Mr. Ruopes. Mr. Chairman, I think it would be well to have those 
made available to the committee. 

Mr. Passman. Yes. There are 166 subjects taught, and each stu- 
dent is exposed to all of the subjects. We should like to receive 
copies of the summaries of the lectures. 

Mr. Ruopes. And if any of the lectures are printed in toto we 
would like to have them, too, for staff inspection. 

Mr. Grapy. I presume there will be no problem on that. We may 
have to have the permission of the guest lecturers. 

Mr. Taner. You mean you do not believe you can make them 
available ? 

Mr. Grapy. No. I just wanted to make sure we did not make a 
commitment we could not fulfill. 

Mr. Awnprews. The Government is paying for these lectures. 
Should not an arm of the Government, a congressional committee, be 
permitted to look at them after the Government has paid for them? 

Mr. Gravy. Yes, sir. 

Mr. Taser. That makes me suspicious as to whether or not the 
lectures could bear the light of day. That is the natural thought 
anybody would get. 


TRAVEL COSTS OF LECTURERS 


Mr. Anprews. Who pays the expenses of the lecturers from MIT 
and New York? 

Mr. Grapy. That is paid under the terms of the contract, Mr. 
Andrews. I think it costs $50 a day. 

Mr. Anprews. Who pays for that ? 

Mr. Grapy. That is paid by ICA under the terms of the contract. 

Mr. Anprews. In addition to the $80,000 ? 

Mr. Grany. No. That is part of the total contract cost. The figure 
I mentioned yesterday of $4,000 does include the total contract. cost, 
which would be the salaries of the staff, the travel cost involved of 
lecturers, and the $50 payment generally made. 


NET COST OF TRAINING 


Mr. Anprews. In other words, the net cost to the taxpayers is the 
$80,000 for 5 months? 
Mr. Gravy. $4,000 per course. 
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Mr. Anprews. And for 20 students it is $80,000 ? 

Mr. Gravy. Yes. 

Mr. Anprews. There is nothing in addition to that for expenses / 
Mr. Gravy. No, sir. 


INCREASED SALARIES OF JOHNS HOPKINS STAFF 


Mr. Anprews. Can you tell me how many permanent Johns Hop- 
kins professors are on the payroll under the contract ? 

Mr. Grapy. I believe there are four professors and one staff 
assistant. 

Mr. Anprews. Could you give us the names of those people? 

Mr. Gravy. Yes. Mr. Hinderer has those names. 

Mr. Anprews. And I would like to have what their salary was 
prior to the time we made this contract and what their salary is now. 
I believe you said one had an increase from $15,000 to $18,000 after 
this contract was signed with this school. 

Mr. Gravy. Over the 3-year period, yes. 

Mr. Hinperer. The director is Dr. Phillips. His salary is $17,500. 

Mr. Anprews. Is he an old employee of Sika Hopkins? 

Mr. Hinperer. That is right. 

Mr. Anprews. And his salary is $17,500 4 

Mr. Hrxperer. Ordinarily they are about $2,000 more. I do not 

happen to have his previous Johns Hopkins salary here. 

Mr. Taner. You mean they are paying them $2,000 more than they 
vot before because of their part in this particular activity / 

Mr. Hinprerer. Yes. The story is that at Johns Hopkins they 
taught approximately 128 hours per year and in this course each pro- 
fessor is teaching an average of 456 hours a year and an additional 
82,000 a vear was allowed for this additional lo: id. 

Mr. Anprews. Who is the man who gets $18,000 ? 

Mr. Gray. I indicated I thought Dr. Phillips’ salary was $18,000. 
I may be in error on that. 

Mr. Hinperer. The latest contract I have is $17,500. 

Mr. Taner. You go down this list and you have “Legal systems.” 

Mr. Anprews. Mr. Taber, would you let him give the names and 
salaries of the others at Johns Hopkins? 

Mr. Taner. Sure. 

Mr. Hinprerer. There is a professor of economic development, Dr. 
Smith, $16,000: and a professor of political theory and cultural rela- 
tions, Dr. Serona, $16,000; and a workshop coordinator, Mr. Wood, 
at S13.000. 


LECTURE ON “LEGAL SYSTEMS” 


Mr. Taner. On “Legal Systems,” a number of members of this com 
nittee are lawyers and we all know enough to realize that the legal 
systems are different all over the world and that teac hing something 
about the legal systems in the Philippines and teaching what the 
legal systems might be in India would be two different jobs. If you 
have this class and attempt to cover the legal systems of all these 
places in 1 day, vou would get them so confused the “vy would not have 
he slightest idea what it was all about when you got through. That 
is pretty mue ‘han accurate statement, I believe. 





1026 





Mr. Passman. Will the gentleman yield a minute ? 

Mr. Taper. Yes. 

Mr. Passman. As Mr. Vaughn is not a witness this morning, he 
may be excused so that he may go back to his studies. 

I might ask you before you go, Mr. Vaughn, I believe you were 
first an instructor and then you became a student ? 

Mr. Vaucun. Sir, I joined the ICA 3 months before the initiation 
of the first course. 

Mr. Passman. My question is, you were at one time an instructor 
and then you became a student? The reason I ask that question, I 
notice in these hearings some questions by Mr. Gross: 

What is the duty of a workshop coordinator at a salary of $13,000 annually? 

Dr. Puiviips. First let me say that this position was originally filled by an 
ICA man; they provided us with a qualified person. 

Mr. Gross. What was he paid? 

Dr. Pumps. I do not know what his salary was in ICA. 

Mr. FitzGERALp. Which one? 

Dr. Purmures. Jack Vaughn and Scott Behoteguy were the ones we had. 

So you were originally an instructor? 

Mr. Vaueun. I was workshop coordinator, sir. I was with ICA 
part of that time. 

Mr. Passman. As workshop coordinator? 

Mr. Vaucun. Yes, sir. 

Mr. Passman. Which was, in effect, in an instructing capacity ? 

Mr. VauGun. Yes, sir. 

Mr. Passman. And you are now a student ? 

Mr. Vaucun. No, sir. 

Mr. Passman. You went through the student course after you left 
the workshop ? 

Mr. Vaucun. No, sir; I never went through as a student. 


Mr. Passman. They told us you were a student. I wanted to keep 
the record straight. If you are not, let the gentleman who said you | 


were a student correct the statement when the transcript comes to him. 

Thank you, Mr. Taber. 

Mr. Taser. I will not go through the rest of the list. I do not have 
any other questions at this time. When we take up the individual 
courses I might want to ask some questions. 

Mr. Passman. Mr. Rhodes? 


LECTURE ON “CONGRESS AND FOREIGN AID" 


Mr. Ruopes. Mr. Chairman, I understand that in this curriculum 
on page 4 there is a lecture headed “Congress and Foreign Aid.” I 
now under ‘stand that was not given. Is that correct ? 

Mr. Gravy. Yes: that is correct, sir. 


REQUEST FOR CORRECTED CURRICULUM 


Mr. Ruopes. Then can you furnish the committee with an accurate 
curriculum ? 

Mr. Gravy. For that period I believe Mr. Hinderer does have the 
correct reflection of who appeared and what they covered. 
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Mr. Hinperer. I have a corrected weekly schedule for that period. 

Mr. Ruopes. I would like a corrected curriculum for the record. 

Mr. Grapy. This was a tentative schedule of lectures and I believe 
Mr. Hinderer was speaking from it yesterday when somebody sug- 
vested we make it available to the committee. This is a tentative 
schedule. We will obtain what you request. and submit it for the 
record. 

Mr. Ruopes. All right. A corrected copy will be submitted for the 
record 4 

Mr. Grapy. Yes, sir. 

(The curriculum referred to follows :) 


INSTITUTE ON ICA DEVELOPMENT PROGRAMING 


School of Advanced International Studies, the Johns Hopkins University, 1900 
Florida Avenue NW. 


Schedule | ith session) 


[Morning sessions begin at 9:30 a.m.; afternoon sessions begin at 2 p.m.] 


J 
Topic Instructors 


Jon. 14, aa... . Opening session -- Mr. W. T. Phillips, Director, 
ICA Institute; Mr. Jack 
Vaughn, ICA/W; Mr. 
[Thomas Metsker, Chief, 
Career Development Divi- 
sion, ICA/W 


Jan. 12, a.m_.-.-.- Introduction to the Problems of Economic Devel- | Prof. Wilson Schmidt. 
opment. 
Jan. 12, p.m-_-- ._.| Current Problems in Foreign Aid. -- aa Mr. James S. Killen, USOM 
Director, Pakistan 
Jan. 13, aam__._......| The Politics and Culture of Economic Develop- | Prof. Renzo Sereno 
ment. 
wn. 14, a.m___-_....| Defining an Underdeveloped Area Mr. Seren 
Jan. 15, a.m__. _.| Economic Development in Historical Perspective Prof. Alexander Gerschenkron, 
| Harvard University 
Jan. 18, a.m_..-. _| Economic Development in Western Countries_...| Mr. Schmidt. 
Jan. 19, a.m___....-.| The Social Structure of Underdeveloped Areas-. Prof. Bert Hoselitz, University 
of Chicago. 
Jan. 19, p.m__.-- W orkshop—Objectives____-- Prof. Richard H. Wood. 


20, a.m Social Mobility —_- Prof. Bert Hoselitz 
, p.m _| Foreign Aid as an Arm of American Foreign Policy.| Dr. Hans Morgenthau, Wash- 
ington Center for Foreign 
Policy Research. 





Jan. 21, a.m__.......| The Factors of Production _- 7 Mr. Schmidt, 
sen, 21, DM.......... Workshop—Selected Cases- --- Mr. Wood. 
Jan. 22, a.m _...--| Problems of Saving and Capité 41 Formation --| Mr. Schmidt 
van. 25, a.m. ....... Problems of Land Tenure_-_-_----- = at Mr. Victor Sullam, Italian 
| Federation of Farmers’ Co- 
operatives 
Jan. 26, a.m ...---| Geographic and Cultural Mobility Mr. Sereno 
Jan. 26, p.m_-_- .-| Workshop—The Contract Technique -_- -| Mr. Wood 
Jan. 27, a.m .-| Population Problems in Underdeveloped Areas Prof. Joseph Spengler, Duke 
University. 
Jan. 28, a.m ..----| Religion-- : Dr Paul Kecskemeti, the 
RAND Corp 
Jan. 28, a.m _....-| Workshop— Religion : ..| Mr. Wood 
Jan. 29, a.m ...--| Labor Problems in Underdeveloped Areas Do 
Feb. 1, am _---| The Family....... -| Prof. E. Franklin Frazier, 
Howard University 
Feb. 2, asm___.......| Underemployment_._- on saat Prof. Richard Eckaus, Bran- 
deis University 
Feb. 3, a.m__- ...-| Legal Systems in Underdeveloped Areas_-- --| Dean Philip Thayer, School of 
Advanced International 
. Studies 
Feb. 4, am. ........ Administrative Systems in Underdeveloped Areas_| Prof William Johnstone, 
SAIS 
Feb. 4, p.m _.... Workshop—Management ‘ Mr. Wood 
Feb. 5, am 5 Political Mores Mr. Sereno 
Feb. 8, a.m Minorities in Underdeveloped Areas Dr. Caroline Ware, Howard 
Fel b University 
eb. &, p.m _.... Workshop—Debate on Servicios Mr. Wood 
Feb. 9, a.n Conference for Corporation Executives (Hotel 
: Statler 
Fe Accounting Rules for Project Appraisal and Selec Mr. Murray Bryce, Arthur D 
tion. Little, Inc. 
Fe] 0, p.t Conference at Statler Hote! (continued 
Feb. 11, an Accounting Rules (continued Mr. Bry¢ 
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Schedule (4th session) —Continued 


{Morning sessions begin at 9:30 a.m.; afternoon sessions begin at 2 p.m.] 


Topic Instructors 


Apr. 8, a.1 : The Job of the Administrator Mr. F1 


ederick G. Macarow, 


executive vice president, The 
Chesapeake & Potomac Tele- 





phone ¢ 

Apr. 11, a.m ; Colonialism 7 ; ; Mr. Sereno 

Apr. 12. a.m Political Ideologies Do 

Apr. 13, a.m Policy on Inflation Mr Edward 
Continental 

Ar . I - Political Ideologies ‘ontinued M sere! 

Ay 14, p.m W orkshop— Problems of Resettlement Mr. Wood 

Apr. 15, a.m_. : Accounting for Balance of Payments Mr. Schn 

Apr. 18, a.m The United States Balance of Payments Problem_, Do 

Ay 14 m Political Influences Mr. Sereno 

\ in The International Monetary Fund_. at Dr. J. J. Polak, Director of 
Researct ind Statistics De- 
partment, International 
Mone y Fund, 

- Apr. 20, p.m The Foreign Aid Program --_--- Mr. John O. Bell, Deputy 
Coordinator for Mutual Se- 
curity, Department of State. 

. Apr. 21 | - Neutralism Le Lamm’ : Dr. Lloyd A. Free, the Insti- 

ent tute for International Social 
| Research 
Apr. 22, a.m... .| The Economic Consequences of Foreign Aid Mr. Sehmidt 
Apr. 25, a.m .-| Input-Output Analysis , Do 
— \pr. 26, a.m .| Stereotypes of the United States. _..___- Mr. Sereno 
— Apr. 26, p.m Workshop—Research Reports Mr. Wood 
Apr. 27, a.m ...-| Problems of Private Foreign Capital ; Mr. Edwin H. Arnold, Deputy 
J Director for Private Enter- 
= prise, IC A/W. 
Apr. 28, a.m__.._....| Prevailing Themes of Anti-U.S. Propaganda___...| Mr. Sereno 
. Apr. 28, p.m__.......| Workshop—Research Reports aa : Mr. Wood 
—_ Se ae A Input-Output Applications LE Prof. Wassily Leontief, Har- 
vard University. 
May 2, a.m_.. ..| Development Banks i piel Ne Ee ca Daca _..| Mr. William Diamond, IBRD. 
7 ot Bae Puerto Rican Experience : ae _....---| Mr. Irving Sirken, ICA/W. 
May 3, p.m__.......| Workshop—Research Reports__.._..._._..---- _._.| Mr. Wood. 
onal Bers 3.6... | Regional Arrangements______-_ ; ice .| Prof. Charles P. Kindleberger, 
| MIT. 
rads, May 5, a.m..........| Cultural Shock. ....- Scnttecmcnenctimemavenecmacel LO: Ae WT, renphere (ors 
ne nell University. 
Oe Ti a Workshop—Research Reports.............- _....| Mr. Wood. 
aan May 6, 4.m_.........| Review aa eee ate ee ‘ Mr. Schmidt. 
hmen er O. OM. cose The Foreign Aid Program. _-.._- 5a ah mukSawadel Dr. D. A. FitzGerald, Deputy 
| Director for Operations, 
| IC A/W 
Mat May 9, p.m_.._.....| Critical Problems in Manpower...........-.------ Prof. Frederick H. Harbison, 

: Princeton University. 

— May 10, a.m ......-- Poreomal Mooloey =... . <i nas osescccdaccce am Prof. Gerard Mangone, Syra- 


cuse University. 
buh Workshop—Research Reports_.-_--- siehatsooiaichs Mr. Wood 
May 11, a.m_..._.. IBRD and IFC Visit ; : Mr. Schmidt 


Yale May 12,*asm.- Language Prof. Henry Lee Smith, Uni- 
. versity of Buffalo 
the May 12, p.m Workshop—Country Analysis—Turkey Mr Wood and Mr John 
Adler, IBRD 
May 13, a.m The Export-Import Bank- Mi R. Henry Rowntree, 
Export-Import Bank 
May It, a.m Che Development Loan Fund ; Mr. Lester Gordon, DLF 
: May 17, a.m Communications Prof. Paul Linebarger, SAIS 
nl M ¥17, p.m Workshop— DLF Mr. Wood 
May 18, a.m Administration and Management Do 
May 18, p.m | The Role of the Military in Economic Develop Col. George A. Lincoln, U.S 
ment. Military Academy. 
May 19, aan Raw Materials Problems Mr. Phillip 
sureal May 19, p.m Workshop—Country Analysis—Brazil Mr. Wood and Mr. Raymond 
ren. Carlson, Vanderbilt Univer 
| SIty 
as May 20, u.m_.. Economic Development in the Soviet Union Prof. Warren Nutter, Univer- 
ASSIS sity of Virginia 
mit May 23, a.m | Topic to be announced Mr. James P. Grant, Deputy 
\/W. Director for Program and 
tone, Planning, ICA/W 
Inter- May 24, a.m... ..| The Impact of Technology Prof. Carlton Scofield, New 
i ‘ York University 
arvare May 24, p.m | Workshop—Country Analysis—India Mr. Wood and Mr Ashok 
Mitra, Economic Develop- 
me ment Institute, IBRD 
May 25, an --| The Economie Development of Japan Dr. Warren 38. Hunsberger, 
\r | ICA/W 
, -! RB ss Workshop—Country Analysis—Sudan Mr. Wood and Mr. David 
Gord IBRD 
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Schedule (4th session) —Continued 


[Morning sessions begin at 9:30 a.m.; afternoon sessions begin at 2 p.m. J 





Topic Iustructors 








Economic Assistance from the Soviet Bloc__....-- Prof. Joseph Berliner, Syracuse 


University 


May 30, a.m_........] The Role of Agriculture in Economic Develop- Prof. James Maddox, Nortt 
ment Carolina State College. 

May 31, a.m The Role of Agriculture (continued is _..| Professor Maddox. 

June 1, a.m The Impact of Foreign Aid S ..------| Mr. Paul Nitze, Chairman of 
Advisory Council of SAIS. 

June 2, a.m Summary of Culture and Polities- | Mr. Sereno. 

June 3, a.m Summary of Economics | Mr. Schmidt 

June 3, p.m Concluding Ceremony : | Mr. James Riddleberger, Dj- 
rector, ICA/W 


NECESSITY FOR TRAINING PROGRAM 


Mr. Ruopes. I am not puzzled over the idea of wanting people in 
ICA to know something about many of these subjects. I am com- 
pletely puzzled as to why it is necessary to go into such a high-priced 
program in order to inform them on these subjects. 


PHILOSOPHY OF JOB OF INSPECTOR-GENERAL 


Mr. Murphy, I asked you a question yesterday about your prospec- 
tive activities in going into this and you said you did not have any 
plans. In view of that answer, I would like to know what your phi- 
losophy of your jobis. What do you think your job is? 

Mr. Mcureuy. Mr. Rhodes, I think my job certainly includes what 
the Congress termed “seeking out improprieties,” and the basis on 
which I ‘proceed i in the seeking out of improprieties is on the basis of 
knowledge that comes to my attention in the course of my operations. 
To a large extent up to the present time this has been restricted to 
the investigation of allegations that are received from various sources, 
either from outside the agency, from the public generally, from of- 
ficial sources, or from within the agency itself. 

Mr. Ruopes. You can certainly get the impression, at least, that 
this committee is making the allegation that this program is costing 
too much. 

Mr. Mureuy. I thought your question was, Did my plans as I had 
them yesterday include an investigation of these particular contracts! 
and the honest answer I gave you was they did not as of yesterday. 

Mr. Rnopes. As of today what are your plans? 

Mr. Murrny. As of today of course I am quite concerned about 
what has taken place across the table since last afternoon, as I am 
sure Mr. Grady is. I would expect to work with Mr. Grady to see 
what the considerations were that led to this contract and whether 
the dollar’s worth of services are being received for the dollars 

xpended. 

Mr. Ruopes. You do consider, then, that whether we are getting 4 
dollar’s worth of services for each dollar expended, comes within the 
purview of your office ? 

Mr. Murpuy. Yes, I do. I think anything that indicates there 
is not an effective use of aid resources would be a matter of interest 
to me. 
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Mr. Forp. Will you yield? 

Mr. Ruopes. Yes. 

Mr, Forp. Mr, Chairman, I apologize for my absence yesterday, but 
[ was on other committee business at the time and could not be 
here. 

DATE CONTRACTS SIGNED AND NUMBER OF SESSIONS 


Just to bring me up to date on the situation. When were these con- 
tracts first signed with this school / 

Mr. Grapy. With the School of Advanced International Studies 
[believe it was 1958. 

Mr. Forp. The school has been in operation how many terms or 
how many semesters ¢ 

Mr. Grapy. We are in our fourth session now and we have con- 
tracted for six sessions, which would take us through the next fiscal 
year. 

Mr. Forp. Each sesssion is how long? 

Mr. Gravy. It is 5 months, sir. 


STUDENT BODY 


Mr. Forp. How many students are in each session, approximately 

Mr. Gravy. Approximately 20. In the six sessions there will be a 
total of 120. 

Mr. Forp. Are these schools for new employees of the ICA or for 
retreads, so to speak ¢ 

Mr. Grapy. They are for people who have had some experience in 
the field. 

Mr. Forp. Overseas primarily / 

Mr. Grapy. Yes. 


SALARY PAID DURING ATTENDANCE AT SCHOOL 


Mr. Forp. When they come back for this school of 5 months’ dura- 
tion, they are paid their regular salary ? 

Mr. Gravy. Yes, sir. 

Mr. Forp. Do they live in Baltimore during the pursuing of this 
course ¢ 

Mr. Grapy. No, sir. They live in the District of Columbia and the 
school is here in the District of Columbia at 1900 Florida Avenue. 

Mr. Forp. While they are stationed here for the pursuance of this 
course, you have indicated they are paid their regular salary / 

Mr. Gravy. Yes, sir. 


PER DIEM AND OTHER ALLOWANCES PAID STUDENTS 


Mr. Foro. Are they paid anything over and above that / 

Mr. Gravy. First of all, they are not paid any of the allowances 
that would normally accrue overseas. I am not able to answer 
whether they are paid a per diem. 

Mr. Hinperer. Yes. They get a per diem for the first 30 days, I 
believe. I would have to check that. 

Mr. Foro. What would that per diem amount to per day ? 

Mr. Hinperer. The normal Government per diem is $12 a day. 
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Mr. Forp. Why would they receive a per diem for 30 days out of 5 
months rather than the full 5 months ? 

Mr. Hinperer. I would have to check that. They may possibly 
receive it for more than 30 days. I would like to check that. 

Mr. Forp. It seems to me, ape the point of view of logic, they 
should get it for the full period or none. I do not understand the 
reason why they should get it for 30 di ays out of 5 months. 

Mr. Gravy. Without knowing for certain whether they receive it 
for only 30 days—and we will find out and introduce the answer for 
the record—I think if they are paid a per diem for a short time it is 
in response to the recognition of the fact that it does take a while to 
find a reasonably priced place to live. 

Mr. Forp. Let us have on the record whatever the full and complete 
story is and justification for whatever the policy may be. 

Mr. Gravy. Yes, sir. 

The information furnished follows :) 


ALLOWANCES PAID TO STUDENTS AT THE INSTITUTE ON ICA DEVELOPMENT 
PROGRAMING 


ICA policy with respect to allowances paid trainees at the Institute on ICA De 
velopment Programing are based upon agency directives established pursuant t 
the standardized Government travel regulations promulgated in Bureau of the 

sudget Circular No. A-7, and to standardized regulations (Government civilians, 

foreign areas) issued by the Secretary of State. Regulations prescribe that when 
an employee is at a temporary duty station for more than 2 months consideration 
should be given to a reduction in the normal per diem allowance. 

The post of duty for ICA employees attending the Institute on ICA Develop | 
ment Programing is Washington, D.C. Therefore, they do not receive the normal 
Foreign Service oversea allowances, such as quarters allowance, post differential, 
cost-of-living allowance, ete. 


TRAINEES ASSIGNED TO WASHINGTON 


Normally, individuals who attend the Institute are assigned to Washington 
rolls and are provided only the following allowances : 

1. A temporary lodging allowance paid for the period the employee incurs | 
expenses for temporary lodging at his new post immediately prior to or im: | 
mediately after the date of transfer, but not exceeding 30 days (in the case of 
a single employee not exceeding 15 days) at a rate of 86 per day for the employe | 
and for each of his dependents over 11 years of age, and $3 per day for each of the 
employee’s dependents who are 11 years of age and under; and, | 

2. A zone transfer allowance, paid only if the employee transfers betwee | 
different climatic zones, at the rate of $75 for a single employee, $125 for an em: | 
ployee with one dependent, and $175 for an employee with two or more depend: 
ents. This allowance is intended to provide minimum compensation toward the 
expense of adjusting family effects, principally clothing, to major changes in 
climatic requirements. 


TRAINEES DETAILED FROM OVERSEA ASSIGNMENT 


In some cases, employees are sent to the Institute while assigned to an oversea 
post. They are accorded the regular temporary duty per diem payments of $12 
per day, the rate fixed for Washington, D.C. However, entitlement to the full 
rate of $12 is extended only for the first 21 days. The balance of the 60-day period 
is compensated for at the rate of $9 per day. By the end of that period, the em- 
ployee is expected to have obtained reasonably priced living accommodations. 
It should be emphasized that in these cases the trainees are not entitled to either 
of the allowances cited above. 


Mr. Forp. I believe that is all. 
Mr. Ruopes. Mr. Chairman, if I may, I would like to go to the green 
sheets unless somebody has something else on the institutes. 
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BUSINESS SCHOOL IN ISRAEL 


Mr. ANprews. I have one question. I heard somebody talk this 
morning about a business school we are operating in Israel. Do you 
know anything about that ¢ 

Mr. Gravy. No, Mr. Andrews; I do not. This is an IC A-financed 
school, sir? 

Mr. Anprews. That is right. 

Mr. Granv. Sir, we will look into this and provide you with a re- 
spouse. If there is such a school presum: ably it would ‘be part of our 

echnical cooperation operations to train people abroad. 

(The following information was furnished for the record :) 

ICA is financing a contract with New York University as a part of the tech- 
nical cooperation program in Israel. Under this contract, New York University 
provides assistance to the Hebrew University and the Israel Institute of Tech- 
nology in the field of business administration and business management. The 
contract was signed May 24, 1957, and expires August 31, 1960. 


LANGUAGE TRAINING 


Mir. ANDREWS. lHlow many language schools are you operating / 

Mr. Grapy. The Foreign Service Ins aan does most of the lan- 
guage training for us, Mr. Andrews. We have, in addition, a contract 
with Vox here. 

Mr. Anprews. In Washington / 

Mr. Grapy. Yes, sir. 

Mr. ANprews. Flow many students do you have there / 

Mr. Gravy. We anticipate through the course of this fiscal year to 
send 65 employees. 

Mr. Anprews. What is the length of the course at the language 
school / 

Mr. Grapy. This varies somewhat dependent upon the need of the 
ndividual, but the average number of hours per person is 140. 

Mr. Forp. Will you yield there / 

Mr. Anprews. Yes. 


POSSIBLE UTILIZATION OF LANGUAGE SCHOOL A\T MONTEREY 


Mr. Forn. As Mr. Andrews knows, the Defense Department con 
ducts at least one and possibly two language schools. I believe the 
Army conducts one at Santa Monica or Monterey, and the Air Force 
I believe also conducts one some place else. Lam told, or it is mv 
recollection, that the facilities at Monterey are not fully utilized. Is 
there any possibility that this language school for ICA could be trans- 
ferred to or made a part of the language school that the Army con- 
duets ? 

Mr. Grapy. For the training that we get at Vox, sir, or at the For- 
elon Service Institute? I believe Mr. Hinderer has made a study of 
that and he may be able to answer the question. 

Mr. Hinperrer. We do have a contract for our major training in 
language with the Foreign Service Institute. The only reason we 
use the commercial facility is for the shorter term courses, a re- 
fresher-type course, that would not fit into the Foreign Service In- 
stitute. If we used another school like the school at Monterey it 
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would be in lieu of the Foreign Service Institute, and we would not 
see any advantage in that. 

Mr. Forp. Have you investigated the possibility or advisability of 
utilizing the Army langu: ige school at Monterey / 

Mr. Hinperer. At one time we did and the decision was to use the 
Foreign Service Institute. 


COST OF VOX SCIIOOL PROGRAM 


Mr. Forp. How much do you pay for the Vox school pee: 

Mr. Gravy. The cost averages $4.15 per hour of training, Mr. Ford. 
For all of the intensive training and part-time language training that 
we receive from FST, the F oreign Service Institute, the ch: arge aver- 
ages $4.20 per hour for the intensive training in Washington, $1 per 
hour for the part-time training in W ashington and 95 cents per hour 
for both intensive and part- -time training overseas. 


COMPARATIVE LANGUAGE COURSES AND COSTS, VOX, ARMY, 
AND AIR FORCE SCHOOLS 


Mr. Forp. Could we have for the record the languages which are 
taught at Vox, the length of the courses which are handled through 
this process, and the cost per student or per course, however it is 
worked out? I think it would be helpful if the staff would put after 
this insertion in the record the courses which are taught in the Army 
Language School and in the Air Force Language School, with some 
comment, if we could, as to whether the facilities at Monterey or at 
the Air Force Language School are fully utilized. 

Mr. Passman. Without objection, that information will be inserted 
in the record at this point. 

(The information follows:) 


Number of cases starting language training at Vor during period July 1-Dec. 31 
1959, by language with hours of instruction and cost 


Total A veragt Hourly A verage 
Language Number | number | number Total cost per | cost per 
of cases | of hours | of weeks cost student | student 

per case 
Farsi__-- ‘ ; 7 240 8.8 $4, 751. 25 $3. 83 $678 
Spanish 6 "822 6.8 3, 363. 75 4.09 Sf 
Turkish. 2 632 15.8 2. 884.00 4.56 1, 442 
Indonesian $ 624 1 2, 865. 75 4.59 71 
French 2 344 8.6 1, 400. 90 41.07 70 
Arabic l 320) 16.0 1,451. 50 4.53 1, 451 
Portuguese _ - 1 160 8.0 653. 25 4.08 653 
Italian _-- 1 150 7.5 615. 00 4.10 615 





| Includes cost of books not to exceed $15 per case for romance languages and $20 per case for difficult lan’ 


guages. 

NOTE: Vox was asked to be prepared on call to give training in any of 22 different lan- 
guages. They were requested to provide instruction during this period only in the 8 
languages listed. All instruction during this period was full time. Hourly rate for 
tutorial instruction is $4 to $5 based upon the difficulty of the language. Average hourly 
rate drops when class instruction is given. 


OFFICE OF THE ASSISTANT SECRETARY OF DEFENSE, 
Washington, D.C., May 9, 1960. 
Reference is made to your inquiry concerning Department of Defense lal: | 
guage schools. | 
The Department of the Air Force. which formerly utilized the services of 
the Department of Army Language School at Presidio, Monterey, has with- 
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drawn from that arrangement and is utilizing services of civilian universities 
exclusively. 

The projected student load for the Army Language School at Presidio, Mon- 
terey, for fiscal year 1961 is 1,550 students; they have a capacity at the present 
time of 2,400 students, and the cost per student averages approximately $3,100 
per year. Instruction in the following languages is provided: 


Albanian Hungarian Russian 

Arabic Indonesian Serbo-Croatian 
Bulgarian Italian Slovene 
Burmese Japanese Spanish 
Chinese-Cantonese Korean Thai 
Chinese-Mandarin Lithuanian Turkish 

Czech Persian Ukranian 
French Polish Vietnamese 
Ferman Portugese 

Greek Romanian 


EVALUATION OF GRADUATES OF TRAINING SCHOOLS 


Mr. Ruopes. One of the functions of any educational institution 
is to evaluate its end product. Have you had occasion to evaluate 
the end product of this institute ? 

Mr. Gravy. I think Mr. Grant could best answer that question, Mr. 
Rhodes. 

Mr. Grant. I cannot give you a full answer on this, sir. I do 
know that at the end of the first major courses—you are referring 
tothe courses now ¢ 

Mr. Ruopes. I am referring to the graduates. I am wondering if 
you have taught these people where to put fish, or whether they are 
still making the same mistakes the »y made before. 

Mr. Granr. We have an evaluation at the end of our courses both 
at Johns Hopkins and at Boston University on Africa—that is just 
ending its first course—we have an evaluation of how that program 
went, changes that ought to be made in the curriculum, and the dura- 
tion. I do not know of any evaluation of the utilization the gradu- 
ates in the field have made of their experience. 

Mr. Ruopes. How many graduates have you had at this institute? 

Mr. Gravy. There have been 60 so far. 

Mr. Ruoprs. And so far nobody has tried to determined whether 
or not these individuals are doing a better job than they did before? 

Mr. Gravy. I think we would be in a position to make available 
for the record where these men are now and what they are doing. I 
think generally the agency is quite happy with what we think we 
have gotten from this training in terms of broadening the background 
of the attendees. 


EMPLOYEE ASSIGNMENTS AND EFFICIENCY RATINGS BEFORE AND AFTER 
TRAINING 


Mr. Ruopes. I think it would be interesting and helpful to have 
supplied for the record the names of the individuals, what they were 
doing before they went to the institute and their efficiency rating, 
and what they are doing now and their efficiency rating. 
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(The information requested follows:) 


PROGRAMING 
JOHNS 


TE ON ICA DEVELOPMEN'1 
NATIONAL STUDIES, 


INSTIT! 


Employe é assignments 


IsT 


SESSION, JUNI 


Director, 


technic cooperation divi- 
ssion to NATO and 
Europe in regional orgal 
Paris, FSR-2 

Assistant 


tions mission to Li 


sion, 
zations, 
program officer, U.S. oper- 
,» FSR-5 





U.S. 





mission 


flicer, mutual security mis- 
hina, FSS-2 
Harlan A. Harrison Prog n officer, U.S 


, operation 


sion to Honduras, FS R-4. 





Food and agriculture officer, U.S. 
operations mission to Br 

Food and agriculture officer, U.S. 
operations mission to Indonesia, 
FSR-2 

Bolivian desk officer, Office of Latin 

‘rican Operations, Washingt 
FSR-3. 

Program officer, U.S 
sion to Nepal, FSR-3 

Public administration adviser, 
operations mission to Thailar 
FSS-1. 

Program evaluation officer, Office of 
Deputy Director for Operations, 
Washington, GS-13 

Assistant Chief, Africa and Europe 
Branch, Office of Food and Agri- 
culture, Washington, FSR-3. 

Assistant program oflicer, U.S. opera- 
tions mission to Cambodia, FSR-4 

Deputy industry officer, U.S. opera- 
tions mission to Iran, FSsS-1. 


Herman E. Hendricks... 


William H. Ketner 








Robert E. McCoy. 


oper itions mis- 


John W. More 


Patrick F. Morris 


Virgil C. Peterson 


Ogden A, Pierrot, Jr--- 


Harry W. Proctor 


Harold E. Schwartz Chief agriculturist, U.S. operations 


mission to Ceylon, FSR-3 


William P. Stedman, Jr_| Intelligence research specialist, De- 


partment of State, Washington, 
FSO+. 
Jacki. Vaughan Program officer, U.S. operations mis- 


sion to Bolivia, FSR-2. 


Peter C. Walker Intelligence research 
partment of State, 
FSO-4, 

Deputy 


U.S. 


specialist, De- 
Washington, 

Harold Winer Chief, education 

operations 
FSS-2. 

Program officer, U.S. oper 
sion to Indonesia, FSS-1. 


division, 
mission to Iran, 


Paul J. Zeller tions mis- 





2D SESSION, JANUARY 





Maurice D. Bean Assistant Laos desk officer, Office of 
Far Eastern Operations, Washing- 
ton, FSR-5 

Elementary education 
operations mission to 
FSR-4. 

Program officer, U.S. operations mis- 

| sion to Libya, FSR-3. 

Acting Chief, Far East and South 
Asia Branch, Office of Educational 
Services, Washington, FSs-5 

Chief, Near East and south Asia Area 

Division, Office of In- 

Resources, Washington, 


vdiviser, U.S 
Guatemala, 


Chartes C. Briggs. -- 


Richard M, Cashin 


Roger Cummings-----. 


Victor A. Gauthier- 


Operations 
dustrial 
i FSR-2. 


Hopkins 


Ass 


TUNE 


NOVEMBER 1958 


ScHOOL OF ADVANCED INTER. 

UNIVERSITY 
After training 

Chief, Central Afr Division, Off 
of African and European Operatior 
Wast on, FSR-2 

Program officer, U.S. operations 
sion to so FSR 4 


“Afri n and European 
Washington, FSR-4. 


Industry officer, U.S. operation 


sion to Bolivia, FSR 
Desk officer, Cuba-Domini 
lie-Haiti-Mexieo, Office f 





American Operath 
FSR-4 
Food and agriculture oflicer, U.S. oper- 
to Libya, FSR-2 
ae es 


ms, Washi 


tions mil 
Food and 
itions 1 


Ssior 
agriculture otlicer, U.S. oper 


ssion to Iran, FSR 


Program offieer, U.S itions mis- 
sion to Argentina, 

Pre im offi er, T ~ 

sior n, FSR-3. 

Public ministration adviser, U.S 
operations missi 
FSR-3 

Program officer, U.S 
sion to Bolivia, 


operations mis 





Food and 


operati 
9 


riculture officer, U.S 
ission to Somalia, FSR- 





Assistant program officer, U.S. opera 
m to Pakistan, FSR-4 
Industrial planning speeialist, Office ¢ 
Industrial W ashington 
FSR-3 
Chief, South Asia 
Near East and 
tions, Washir 
Assistant 


tions miss 


Resources, 

Division, Office 
south Asia Oper 

gton, FSR 

program 

tions mission to Guatemala, FSO4 


officer, U.S 


Assistant Chief, Africa Divi 
sion, Office of African and European 


Operations, Washington, 


FSR-2 
Assistant program officer, U.S. oper 
tions mission to Greece, FSO+4 
Chief education adviser, U.S. oper 


Central 





ns mission to Nepal, FSR-3 


Program officer, U.S. operations mis 
sion to Ghana, FSR-3 


1959 


Assistant 
tions mission to Thailand, 


program otficer, U.S. opera 


FSR-3 


Deputy education adviser, U.S 
tions mission to Haiti, 


oper® 
FSR-3 


Program officer, U.S. operations mis | 
sion to Ethiopia, FS R-2 

Edueationist, Near East and sSoutl 
Asia Branch, Office of Educational 
Services, Washington, GS-13 } 

Baghdad pact-technical cooperation 
viviser, Ankara, Turkey, FSR-2 
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Employee assignments—Continued 


2D SESSION, JANUARY-JUNE 1959 


Before training After training 

{rthur H. Holloway...-| Acting Chief, public health division, | Headquarters consultant on worldwide 
U.S. operations mission to Laos, community water supply programs, 
FSR-3. Washington (Office of Publie Health . 

FSR-3. 

David Keogh__......-. Public administration adviser, U.S. | Public administration adviser (Eco- 

operations mission to Iran, FSR-3., nomic Division), U.S. operations 
| mission to Haiti, FSR-3. 

Harold Kugler ee Vocational educationist (agriculture), | Education adviser (trade and indus- 
U.S. operations mission to the try), U.S. operations mission to 
Philippines, FSR-4. Thailand, FSR-4 

en H. Mayfield___..--- | Agricultural adviser, U.S. mission to | Food and agriculture officer, U.S. 

| NATO and European regional or- | operations mission to Paraguay, 

ganizations, Paris, FSR-3 | FSR-3. 

Thomas Niblock - --.---- | Assistant program officer, office of eco- | Program officer, U.S. operations mis- 
nomie coordinator, Korea, FSR-4. sion to Afghanistan, FSR-3. 

Robert S. Ray. -....-..-.- Program officer, Office of Latin Ameri- | Program oflicer, U.S. operations mis- 
can Operations, Washington, FSR- sion to Guatemala, FS RY. 
4. 

Frederick F. Simmons Special assistant for Operations Co- | Program officer, U.S. operations mis- 


ordinating Board, Office of Assistant sion to Ghana, FSR-3. 
to the Direetor for NSC, OCB, and | 
CFEP, Washington, GS-14. 














Freeman Smith _.-.-..- -| Food and agriculture officer, U.S. | Technical services personnel placement 
operations mission to Peru, FSR officer, Office of Personnel, Wash- 
2. ington, FSR-2 
ward F. Smith__...... Economic counselor, American Em- | Program economist, U.S. operations 
bassy, Thailand, FSO-3. mission to Ceylon, FSO-3 
Walter G. Stoneman_...| Chief, Burma-Thailand Division, | Program officer, Officer of ICA Rep., 
Office of Far Eastern Operztions, Rangoon, Burma, FSR-3 
Washington, FSR-3. 
Vilbert R. Templeton Assistant program officer, U.S. opera- | Morocco desk officer, Office of African 
tions mission to Iran, FSR-5. ind European Operations, Washing 
ton, FSR-5 
Ralph A. Visbal .| Program officer, U.S. operations mis- | Deputy Chief, Western South Ameri- 
sion to Peru, FSR-4. ean Division, Otlice of Latin Ameri- 
can Operations, Washington, FSR-4 
Leon E. Woods ae Assistant director for management | Deputy director, U.S. operations mis- 
and acting program officer, U.S. sion to Thailand, FSR-2 
operations mission to Thailand, 
FSR-3. 
val F. Yarger......- Special assistant to Deputy Director | Regional inspector for Africa, Inspector 
for Management, Washington, General-Controller, Department of 
FSR-2. State, Washington, FSR-2 
Scott Behoteguy--.....-- ICA faculty associate, ICA Institute | Chief, Central Africa Division, Office 
| on Development Programing, of African and European Operations, 
|} Washington, FSR-2. Washington, FSR-2 
THIRD SESSION, JULY-DECEMBER 1959 
lean Arnold, Jr Program officer, Office of Deputy Di- | Program study officer, Technical 
rector for Program and Planning, Assistance Study Group, Washing 
Washington, FSR-3. ton, FSR-3 
Wilbur D. Bacon ...| Assistant program officer, Office of | Assistant program officer (operations), 
Sconomic Coordinator, Korea, U.S. operations mission to Sudan, 
FSR-5 FSR~4 
We. ORE. caeenes Assistant program economist, U.S. | Program officer, U.S. operations mis- 
operations mission to Pakistan, | sion to Laos, FSR-2. 
FSR-3. 
ip B. Bergfield__....| Economics officer, American Em- | Assistant program officer (operations), 
bassy, Lisbon, Portugal, FSO-5. U.S. operations mission to Israel, 
| FSO-5 
Leroy S. Christey_..--- Placement officer, Office of Personnel, | Area operations officer, U.S. operations 
Washington, FSR-3. mission to Nigeria, FSR-3 
Donald Dobson_.___----| Irrigation farming adviser, U.S. opera- Deputy food and agriculture officer, 
tions mission to Turkey, FSR-3 U.S. operations mission to Libya, 
¥ FSR-3 
George A. Ellsworth._.._| Foreign affairs officer, Department of | Assistant program officer, U.S. opera- 
s State, Washington, FSO-5. tions mission to Laos, FSO-5, 
James W. Green_......--| Community development adviser, | Continuing study at Cornell Univer- 
U.S. operations mission to Pakistan, sity. 
FSR-2. 

Wesley Hansell. ._.--- Extension adviser (area), U.S. opera- | Deputy food and agriculture officer, 
| tions mission to Brazil, FS R-4. U.S. operations mission to Peru, 
| FSR-4. 

Arbon C. Lang.......... | Assistant program officer, U.S. opera- | Program officer, U.S. operations mis 

5 tions mission to Pakistan, FSR-5 sion to Nigeria, FS R-4. 

ohn F. Lippman___--..| Special assistant for National Security | Deputy program officer, U.S. opera- 
Council and Council on Foreign tions mission to Paraguay, FSR-3. 


Economic Policy, Washington, GS- 
14, 
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Employee assignments 
¥ f 


THIRD SESSION, 


| Before training 


Assistant chief, Fisheries Branch, 
| Office of Economic Coordinator, 
Korea, FSR-3. 


Edwin W. Lofthouse--- 


Continued 


JULY—DECEMBER 1959 


After training 


| Peru and Ecuador desk officer, Office 


| of Latin American Operations, 
| Washington, FSR-3. 











James Malone.----- Assistant desk officer, Poland-Yugo- | Assistant program officer, U.S. opera 
slavia, Office of African and Euro- | tions mission to Chile, FSR-5. 

| pean Operations, Washington, 
| FSR-5. 

Marvin McFeaters-.--.-- | Program officer, U.S. operations mis- | | Progré um officer, U.S. operations mis. 
sion to Thailand, FSR-2. } sion to Lebanon, FSR.2. 

Robert J. Minges.....--- | Tunisia desk officer, Office of African | Assistant program officer, U.S. opera- 

| and European Operations, Wash- | tions mission to Tunisia, FSR-4. 
ington, FSR-. | 

Harold Robinson_.-.----- Housing adviser, U.S. operations mis- | Program officer, Office of African and 
sion to Chile, FSR-3. European Operations, Washington, 

| FSR-2. 

Boris Scherbak....--.---- | Industrial planning officer, Office of | Industry officer, U.S. operations mis. 
pommel al Resources, Washington, sion to Yugoslavia, FSR-2. 

GS-15. 

Norman G. Wycoff_.....| Assistant China desk officer, Office of | Assistant program officer, U.S. opera- 
Far Eastern Operations, Washing- tions mission to Liberia, FSR. 
ton, GS-13. | 

| 
FOURTH SESSION JANUARY-JUNE 1960 

Vincent M. Brown.----- | Assistant program officer, U.S. opera- Still in training Assignments now 

| tions mission to Tunisia, FSR-4. | being made. 

Albertano C’de Baca._..| Extension adviser, U.S. operations | Do. 
mission to E] S$ alv: ador, FSR-3 

John L. Cooper. -_--.-....- | Deputy food and agriculture officer, Do. 

USS. oF erations mission to Korea, 
| FSR-2 

Jacob L. Crane.........- | Program ‘officer, U.S. operations mis- Do, 
sion to Liberia, FSR-4. | 

John E. DeWilde- Director, Audit Division, Office of | Do. 
the Controller, Washington, GS-15. 

Thomas C. Elliott.......| Deputy industry officer, U.S. opera- | Do. 
tions mission to Thailand, FSR-3. | 

John E. Fobes Director, Office of International Ad- Do. 
ministration, Bureau of Interna- | 
tional Organization Affairs, Depart- 

| ment of State, Washington, FSO-2 

Lester J. Gottlieb Assistant executive officer, U.S. opera- Do. 
tions mission to Haiti, FSR-4. 

Paul M. Groves_------ Program officer, U.S. operations mis- Do. 
sion to Nicaragua, FS R-5. 

Charles B. Johnson__....| Assistant program ee r, U.S. Oper- | Do. 
ations mission to Paraguay, FSR-5. | 

Charles D. Jones. Public ehaiatieteation adviser (eco- | Do. 
nomic division), U.S. operations 

| _mission to China, FSR-3. | 

Robert L. Kerchen__.._-| Brazil desk officer, Office of Latin | Do. 

| American Operations, Washington, | 
FSR-~+4. 

Jack Koteen______- Deputy Chief, Training Branch, | Do. 

Public Administration Division, 
| Washington, GS-14. | 

John C, Mel.aughlin Industrial program assistant, U.S. Do. 

| operations mission to Israel, FSR-85. | 

Raymond Pagan___...-- Communications media officer, U.S. Do. 
operations mission to Lebanon, 
FSR-3. 

Nathaniel R. Patterson..| Assistant director, area, U.S. opera- Do. 
tions mission to Afghanistan, FSR- 

| ) 

Harry J. Petrequin......| End use officer, U.S. operations mis- | Do. 
sion to Morocco, FSR-4. 

Charles B. Seckinger....| Agricultural engineering adviser, U.S. Do. 

{| operations mission to Pakistan, 
FSR-3. 

ae Field Operations Staff Chief, Office Do. 

| of the Controller, Washington, GS- 
15 

Joseph M. Welton....... Regional personnel officer for Far Do 
East, Office of Personnel, Washing- 
ton, GS-14. 
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Record of efficiency ratings of employees attending Institute 


Before training | After training 


Number of | Efficiency | Maximum | Number of | Efficiency | Maximum 


| employees rating possible employees rating possible 
rating rating 
Istsession, June-November 1958 | 7 4 6 l 4 
8 | 5 6 t 4 
4 | 3 ) 3 4 | 
1 3 
5 | 4 ) ] 5 
$ 4 
1 5 ] 5 
] 5 O ] 5 
Total es eee dl . 20 20 
2d session, January-June 1959__| 4 5 6 
| 2 3 ° 
10 4 5 ) 
| 2 : é} 
oes = on | 
‘Tetel 2... ‘ a 20 }j- 
3d session July-December 1959 2 5 6 
) 5 5 
10 4 5 
| ] 3 | 5 | 
3 Ss O 
Total can Seeneeane is 
4th session January-June 1960 1 5 § 
1 5 6 
12 4 5 
1 4 6 
3 Ss oO 
2 3 5 
a cl 20 ao 
Grand total ba ; 78 


Ratings due on 2d session participant July 1960. 
? Ratings due on 3d session participants July 1960, 
' All participants 4th session still in training. 


EMPLOYEE EVALUATION, APPRAISAL AND PERFORMANCE MEASUREMENT 


Mr. Passman. And I wonder if we might have some information 
as to how you evaluate the individual’s standing in the class. Are 
they graded on a written examination, do they have to write a thesis 
on these 166 subjects? How is it determined whether they have im- 
proved or whether they are familiar with all these subjects ¢ 

Mr. Gravy. They are. 

Mr. Passman. They are what? 

Mr. Grapy. They are evaluated by the staff and that evaluation 
is forwarded to ICA. 

Mr. PassMan. Who does the writing, the professor or the student? 

Mr. Grapy. I think this is done by the professor, the head of the 
school and members of his staff. 
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(The following information was furnished for the record :) 


INSTITUTE ON ICA DEVELOPMENT PROGRAMING, SCHOOL OF ADVANCED INTERNA- 
riONAL STUDIES, JOHNS HOPKINS UNIVERSITY 


METHOD OF EVALUATING EMPLOYEES PARTICIPATING IN THE COURSE 


1. General participants in the Institute 

During the course of the session each participant is counseled by the faculty 
and, in appropriate cases, by the Director of the Institute, with respect to his 
strengths and weaknesses and suggestions as to how to overcome his weak- 
nesses. Evaluation of the participants performance at the Institute is made 
by each faculty member toward the close of each session and submitted to the 
Director of the Institute who, after full faculty consideration, reaches a final 
evaluation which is discussed with each participant. 
2. Term papers submitted by each participant 

Each participant prepares a term paper on an appropriate subject selected 
by him with the approval of the faculty relating to economic development of 
less developed areas. During the writing of this paper, the staff of the Insti- 
tute counsels each participant. Each participant’s paper is evaluated by each 
of the faculty members as to its strengths and weaknesses. Discussions are 
held with each participant as to the merits of his paper. 


EMPLOYEE APPRAISAL AND PERFORMANCE MEASUREMENT 


Objective written evaluation of ICA employees, both those in the Foreign 
Service and those general schedule employees in the classified service, are made 
annually with respect to the quality of performance in their ICA assignments 
and their capacity for growth to assure maximum utilization of their skills and 
talents in the ICA program. These evaluations are made by ICA officers who 
have sufficient knowledge of the employee to make sound judgments concerning 
him and are reviewed by appropriate review panels before being incorporated 
into the employees personnel record. 

Foreign Service employees are rated on either a five- or a six-point scale. 
The International Cooperation Administration used a six-point scale until June 
30, 1958, at which time a five-point scale was adopted. The Department of 
State continues to use a six-point scale. The scales are explained in the listings 
below. 

General schedule employees serving in the classified service were rated on a 
seale of unsatisfactory, satisfactory and outstanding until June 30, 1957. A 
rating of outstanding was given only in exceptional cases. Ratings are now 
made on a five-point scale. The scale is explained in the listing below. 


FOREIGN SERVICE EMPLOYEES 
Six-point scale 
(1) Performance in many important respects fails to meet requirements. 
(2) Performance meets most requirements but is deficient in several respects. 
(3) Performance clearly meets all requirements. 
(4) Performance clearly exceeds basic requirements. 
(5) Performance in every important respect is superior and there is no weak- 
ness in any material respect. 


(6) Performance in every respect is outstanding and there is no weakness in | 


any respect. 
Five-point scale (effective for ICA Foreign Service employees as of July 80, 1958) 

(1) Performance in many important respects fails to meet requirements. 

(2) Performance meets most requirements but is deficient in certain important 
respects. 

(3) Performance clearly meets basic requirements. 

(4) Performance clearly exceeds basic requirements in most important 
respects. 

(5) Performance far exceeds basic requirements in all important respects 
and has no significant weaknesses. 
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GENERAL SCHEDULE EMPLOYEES 


(1) Performance in many important respects fails to meet requirements. 

(2) Performance meets most requirements but is deficient in certain important 
respects. 

(3) Performance clearly meets basic requirements. 

(4) Performance clearly exceeds basic requirements in most important 
respects. 

(5) Performance exceeds basic requirements in all respects and has no sig- 
nificant weaknesses. 

Mr. Passman. Have you had any failures yet ? 

Mr. Grapy. These individuals are ranked, sir; I presume this 
means that——- 


ASSIGNMENT OF THOSE FAILING COURSE 


Mr. Passman. If you have someone washed out as not being quali- 
fed after this course, is he being returned to the original position or 
anew position / 

Mr. Grapy. I would not be inclined to our doing that. 

Mr. Passman. I did not say that. I asked if you had washed any 
out 

Mr. Gravy. I do not believe we have. Of course, once they start 
we are expending the money and we feel that this course has some- 
thing to offer us. 

Mr. Passman. You would continue the man’s services even though 
he had a very low grade? Is that what you are saying? Are you 
saying that if the man is determined to be not qualified you would not 
separate him or assign him to a lesser position ? 


SELECTION OF INSTITUTE TRAINEES 


Mr. Gravy. No, Mr. Chairman; I did not make my point clear. 
First these individuals are, without exception, employees of ours be- 
fore they go into the course. Secondly, there is a careful evaluation 
in selecting the individuals and we seek to select particularly out- 
standing individuals. You are not dealing with marginal per formers 
when they enter into this class. There is a careful selection of these 
individuals. 


ASSIGN MENT OF MORE THAN ONE GRADUATE TO A COUNTRY 


Mr. Passman. Do you send more than one of these graduates to a 
country ? 

Mr. Grapy. We may. Iam not able to answer whether we have. 

Mr. Passman. If these men get. this 166-subject course under the 
supervision of Johns Hopkins University, you should know where 
you are sending them. 

Mr. Grapy. Yes, sir; we do know. I am just not able to tell you 
here whether we have ever sent. two to one country. We will be glad 
to include that in the list that Mr. Rhodes asked be submitted. 

Mr. Passman. As far as you know at this time, there could be 
several of them go back to the same country ? 

Mr. Gravy. As far as I know, this is a distinct possibility. 

Mr. Grant. I might add that since we have different types of 
people in the course, you may have a man who bears our classification 
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of a program officer, and you may also have a man in the category of, 
let us say, chief agricultural adviser. It is quite conceivable that you 
could end up in a mission having a much more effective chief agricul- 
tural adviser as well as program officer. 


FUTURE OF PROGRAM 


Mr. Passman. Have you given any thought to how far this program 
might go? How many will actually be given this course before you 
round out the program ! 9 

Mr. Gravy. No, sir. 

Mr. Grant. I would say, sir, that there should be a continuing need 
for this kind of a course. The principal issue for this type of instrue- 
tion, the principal issue being the rate at which you put people through 
it. Ata later date when we have a backlog of personnel, it presumably 
should be quite possible to run this at a reduced rate and possibly 
through a different procedure. 


DIFFICULTY IN SECURING INSTITUTION TO ESTABLISH COURSES 


Mr. Passman. Did you have a great deal of difficulty in getting 
Johns Hopkins and other universities to establish this course? 

Mr. Grapy. Yes, sir. 

Mr. Passman. Have you had correspondence with them on how 
much > ulty you had getting them to put this course in? 

Mr. Gravy. I only know that discussions were had with Georgetown 
University, Maryland University. and George Washington University 
here. I do not know to what extent these discussions were pursued. 
I have been advised that there was a desire on the part of the Agency, 
as we indicated yesterday, to develop this kind of a course. We cer- 
tainly did not have a number of colleges particularly anxious to take 
this assignment. It was not a matter of Johns Hopkins seeking the 
contract from us. 

Mr. Passman. I can understand, since they had no such course and 
you had to work it out for them. 


NUMBER OF SUBJECTS TAUGHT 


Are all of your students exposed to all of these subjects during 
their studies at Johns Hopkins? 

Mr. Grapy. Yes, sir. 

Mr. Passman. They should know something about each and every 
one of the 166 subjec ts mentioned on this list’; is that correct ? 

Mr. Grapy. Yes, sir. 

Mr. Grant. The list of individuals you have requested us to come 
up with are those not yet completing the course. 

Mr. Passman. They are just at the point of getting their diplomas 
in May? 

Mr. Grapy. That is right. 

Mr. Passman. They ought to be far enough advanced to know 
ae about it. 

Mr. Grapy. They certainly would be prepared to talk up to the point 
on the date you invite them here, sir. 
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EVALUATION OF STUDENTS ON COMPETITION OF COURSE 


Mr. Passman. You say they are not required, in their final exams, 
to submit a written report on their understanding of the course? No 
examination is conducted, other than an oral examination / 

Mr. Grapy. No, sir: they prepare a paper. I believe this is a major 
research paper. 

Mr. Passman. You mean the students? 

Mr. Grapy. Yes, sir. 

Mr. Passman. Do you have any idea of its length / 


Mr. Grapy. No, sir: I do not. 
REQUEST FOR RESEARCH PAPERS AND REPORT 


Mr. Passman. Would you make available for us all of the papers 
on the last class that was graduated and sent out? You do have 
those papers ? 

Mr. Grapy. I am sure we do. 

Mr. Passman. Would you make them available to the committee, so 
that we may see how expert they are on all of these subjects taught ? 

Mr. Gravy. Yes, sir. 

Mr. Passman. Please provide us a copy of your latest report on the 
last class. 

Mr. Grapy. Yes, sir. 

Mr. Passman. Do you have it with you? 

Mr. Grapy. No, I do not. 

(The requested material was furnished the committee.) 

Mr. Passman. How often do you get reports from the schools? 

Mr. Grapy. Though I have served on just one occasion, I am chair- 
man of the panel that — ts people for this school and have partici- 
pated with one of Mr. Grant's associates, a representative of technical 
services as well as a representative of our operations area in the 
selection process. Nominees are forwarded from all of the missions 
abroad as well as from the office directors in Washington and the 
evaluation of the individuals, including where they rank in our evalua- 
tion paneling, is all made available to this committee and they study 
itand come up with what they believe to be the 

Mr. Passman. That all leads up to the entrance. What we want is 
a copy of the written report of each one of the students in the last 
class that you graduated. 

Mr. Gravy. Yes, sir. 

As I meant to say, sir, we will—— 

Mr. Passman. From Johns Hopkins University / 

Mr. Grapy. Yes, sir. 


VISIT TO SCHOOL BY DEPUTY DIRECTOR FOR MANAGEMENT 


Mr. Passman. How often do you go out to the school and observe 
them in action ? 

Mr. Gravy. In the 8 weeks I have been Deputy Director for Man- 
agement, not once. I have been invited to attend and to make a talk, 
as amatter of fact, and I plan to—— 

Mr. Passman. You have not had an opportunity to visit the school 
yet ¢ 
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Mr. Gravy. No,sir: I have not. 

Mr. Grant. I might add that I have attended the course periodi- 
cally. 

Mr. Passman. That is fine, but you are not administering this 
program. This is under the “Administrative expense” part. 

Mr. Grapy. Mr. Chairman, it is only partly under the “Adminis- 
trative expense” portion of the program and partly under “Technical 
cooperation. 


PORTION OF ADMINISTRATIVE EXPENSE MONEY FOR INSTITUTE 


Mr. Passman. Out of the $40 million you are requesting here, you 
have additional funds that come out of some other part of the bill? 

Mr. Gravy. No; part of the $40 million that we are requesting goes 
into this training activity. 

Mr. Passman. But you a list that as “Administrative expense,” 
and that is all supposed to be under you: is it not? You channel your 
money into every facet of this Agency / 

Mr. Grapy. Yes, sir: we do. 

Mr. Ruopes. Mr. Chairman, I still have some questions on these 
green sheets. 

Mr. Passman. Excuse me: go right ahead. 

Mr. Ruopers. I may take a little time on this. 

Mr. Passman. Take all the time you need. 


TrecHNICAL ASSISTANCE Strupy GROUP 


Mr. Ruoprs. Turning to page two of the green sheets, Mr. Grady, 
I notice that there ic an indiv idual whose title is “Director, Technical 
Assistance Study Group.” 

Would you tell the committee what the Technical Assistance Study 
Group is? 

Mr. Gravy. Yes. The individual listed would be John Ohly and 
the study is one in depth to determine the effectiveness of our tech- 
nical assistance programs and to make recommendations in terms of 
the future technical cooperation effort. Again, I think Mr, Grant 
is well qualified to go into depth on this subject, if you wish. 

Mr. Ruopes. Mr. Oh lv is not the oper: ating head of technical as- 
sistance ? 

Mr. Grapy. I realize he is not. He is the deputy at this point. 

Mr. Grant. May Icomment on this? 

Mr. Ruopes. Wait a minute; I want to understand what Mr. Ohly 
is supposed to do and maybe you will tell me. 

My question is this: Mr. Ohly is not the directing head of techni- 
cal assistance but he is the head of a study group which is looking 
at technical assistance / 

Mr. Grant. May I qualify that ? 

Mr. Ruopes. ¢ ‘ertainly, go right ahead. 

Mr. Grant. He is currently in charge of the staff that started work- 
ing on this but he does not hold the position of Director of the Tech- 


nical Assistance Study Group. We are seeking a man at the present 


time to fill this position and Mr. Ohly will be one of his principal 
assistants. 
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Mr. Ruopes. Mr. Ohly must hold the position set forth on page 3 
entitled “Deputy Director of Technical Assistance Study Group ;” 
is that right ¢ 

Mr. Gravy. No, sir. 

Mr. Rnoprs. Which one is Mr. Ohly? Let us find him. 

Mr. Grapy. I believe Mr. Ohly is the Coordinator of the Technical 
Assistance Study Group. Iam sorry. 

Mr. Granr. Let me provide this for the record, sir. 

The Director of ‘Technical Assistance Study Group has not yet been 
appointed, 

Mr. Ruoprs. That is a vacancy ? 

Mr. Grant. We may be appointing another Deputy Director, a 
Deputy Director of the study group from outside, also. It is my recol- 
lection that Mr. Ohly does not hold this position and this would need 
to be confirmed. 

Mr. Ruopes. Mr. Ohly undoubtedly is holding one of these other 
Director positions listed on page 3. 

We have an item of Director at $17,500 and we have another item of 
Director with a total of $33,500 and that would be $16,750 apiece. 

He must be holding one of those jobs at the present time. 

Mr. Grapy. Mr. Rhodes, the title of Ma, Ohly’s position is “Study 
Coordinator of the Technical Assistance Study Group” and his salary 
is $16,500. It is not readily identified, but it is as you say, Mr. 
Rhodes. 

Mr. Ruopes. That is all right. 

How long has this particular group been in operation / 

Mr. Grant. May I respond to that ? 

Mr. Ruopes. Yes; anyone who wants to answer. 

Mr. Grant. The group has not commenced its full-fledged opera- 
tions pending the selection of a Director of the group. We have 
started the preliminary stage of gathering information and Mr. Ohly 
has been working on this approximately 6 months. 


STAFF FOR TECHNICAL ASSISTANCE STUDY GROUP 


Mr. Riropes. How large a staff is there at present in this particular 
group ¢ 

Mr. Grant. At the present time there is a small staff of profes- 
sionals, if I may use this term, to distinguish it from clerical personnel 
and secretaries. 

I do not know the exact number, but we can submit that for the 
record. 

Mr. Grapy. There are seven, sir. 

Mr. Ruopes. How large a staff is contemplated for this group in 
fiseal 1961 and beyond if you have it projected ? 

Mr. McAuuister. Ten, I believe. 

Mr. Ruopes. Total? 

Mr. McAuuisrer. Yes, sir. 

Mr. Ruopes. Excluding the Deputy Director and Director? 

Mr. McAuuister. Yes, sir. 

Mr. Ruopes. What skills will they possess ? 
_Mr. Grant. We are looking for an individual who has had exten- 
sive experience in this general area of technical cooperation, prefera- 
bly a person with extensive experience abroad on these programs, 
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Mr. Ruopes. Was this group set up in accordance with specific di- 
rective from the Congress ¢ 

Mr. Grant. No, sir. It was set up on the initiative of the execu- 
tive branch and our belief that after 10 years of technical assistance, 
it was highly desirable to make a broad review of what we learned 
in the process of extending technical assistance around the world and 
to attempt to formulate some guidlines for how we go about technical 
assistance in the future. 


INTERNATIONAL DEVELOPMENT ADVISORY BOARD 


Mr. Ruopes. Last year this committee did not appropriate funds 
for a board known as the International Development Advisory Board. 
This sounds very much like the International Development Advisory 
Board under another tent. 

Is this particular group intended to fill what might have been a 
vacuum—and I doubt very much if there was much of a vacuum— 
by the a of the International Development Advisory Board? 

Mr. Grant. No, sir. The international Development Advisory 
Board, as you know, was a group of public citizens. 

Mr. Ruopes. Correct. 

Mr. Grant. To serve as advisers to the coordinator and other 
administrators of our economic programs on a var lety of issues. 

The decision to undertake this technical assistance study was made 
prior to the action of this committee with respect to the International 
Development Advisory Board. 


PREVIOUS YEAR FINANCING 


Mr. Ruopes. Did we appropriate funds under this particular head- 
ing for last year? 

Mr. McAtuister. Mr. Rhodes, the funds to finance these people are 
program funds. They were not provided for specifically and the 
figure I gave you a moment ago of 10 for next year should be 12. 

Mr. Rropes. Should be 12 for fiscal year 1961 7 

Mr. McAuuisrer. That is correct. 

Mr. Ruopes. How long is it anticipated that this study will con- 
sume ¢ 

Mr. Grant. Approximately 1 year to 18 months. 

Mr. Ruopes. Why is it necessary to set up a group in the same 
agency to study another group in that agene ve 

“Mr. Grant. Sir, it is our belief that while the technical assistance 
program has been one that has earned a good return for the United 
States over the past years, these activities can be further improved. 
It is for this purpose that Mr. Dillon, Mr. Riddleberger, and other 
officials, have felt it would be very desirable to assess the experience to 
date and to come up with recommendations for even more effective 
use of our technical cooperation programs in the future. 

Mr. Ruopes. I had better ask this question of Mr. Murphy. 

Does this group in any way duplicate any work of your agency, 
or do you feel it will? 

Mr. Mcurrny. No, I do not think it will duplicate it. It will cer- 
tainly be related in some way, Mr. Rhodes. 


— —_—_————— 
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First of all, they are focusing on the technical cooperation program 
worldwide, its problems, accomplishments, and how it might be im- 
proved, whereas my evaluation teams are focusing on country pro- 
grams in their entirety, including technical cooperation, defense sup- 
port, military assistance, development loan funds, and the like. 

I would certainly believe that when this study is finished, its find- 
ings will be very useful to the evaluators who are examing individual 
country programs and especially in their examination of the technical 
cooperation components of those programs. 

Mr. Ruopes. Particularly in the second category of your activities 
as you defined them, which was looking at how well forward planning 
was being accomplished ? 

Mr. Murreuy. The adequacy of forward program planning. 

Mr. Ruopes. I thank you for supplying the nomenclature. 

(The following additional information was furnished for the 
record :) 


Tue FUNCTIONAL ROLE OF THE TECHNICAL ASSISTANCE STupy GROUP 


The technical assistance study group is a temporary unit established within 
the office of the deputy director for program and planning. Its sole function 
is that of conducting a 14 to 18 months’ study in depth designed to answer the 
following general question: What general magnitude and what types of technical 
assistance programs should be undertaken by the U.S. Government and others 
during the next several decades, and to what extent, and how, can programs of 
this size and character be effectively implemented ? 

To date, the activities of this unit have been limited to preliminary staff work 
which must precede the implementation of the study proper. The latter will be 
undertaken when staffing of the unit has been completed through the recruitment 
of a director and deputy director for the study and the engagement of outside 
consultants and any other necessary personnel. It is anticipated that the study 
will include: (1) The conduct of field studies in representative countries and 
selected functional areas; (2) the interviewing of a large representative sample 
of persons who have been working in the technical assistance field; (3) an 
analysis of existing literature, reports and studies on the subject: and (4) con- 
tracts with outside organizations for research or study in specific problems. 

The following is a complete list of the present staff of the unit, together with 
titles and salary grades: 


John H. Ohly-__. : : Study coordinator__- Level II..__. $16, 500 
Ralph K. Eyster a6 Executive assistant FSR-3 13, 310 
John B. Stabler Program study officer FSR-3 11, 660 
Julean Arnold, Jr do . FSR-3 13, (40 
Karl Mathiasen____- : | do GS-14 11, 335 
Carl R. Fritz____- oe oe < do FSR~4 oa 11, 27 
Katharine Livingston. ; Secretary GS-7 5, 280 
Mrs.) Beatrice W. Fuhrman Administrative assistant GS-7 4, 980 
Ellen Jane Norton......-- es Clerk-stenographer FSS-11 5, 500 
Mrs.) Lillie B. Gates ; |___..do GS 4, 940 
Ethel A. Askerooth (detail) -- ; Administrative assistant GS-9 6, 585 


VARIANCES IN DETAIL OF PERSONAL SERVICES 


IT note that on page 4 there is an item of Director: one with a salary 
of $14,190 and another one at $15,150. In 1959 you had four under 
that title. In 1960 you had two and now, : 1961. you go back up to 
four. 

What is the reason for this? 

Mr. McAtuisrer. Mr. Rhodes, I can speak to that generally. The 
needs dictate these positions and we have new positions created or we 
make changes in our organization and the need for these supergrade 
positions in handling particular functions or activities changes. 
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As you notice, we have kept within the total of four in that par. 
ticular salary grouping for the 5 years. 

However, the operational titles have changed. 

Mr. Ruopes. Do you know what caused the change in operations 
which would dictate a reduction in 1960 from 1959 and then an in- 
crease in 1961 over 1960? 

Mr. Gravy. One, I believe, was a decrease in salary from $16,500 
to $15,150 for our Director of Security. This reduction occurred 
because of the transfer of part of his functions to Mr. Murphy’s office 
which resulted in what we felt were lesser responsibilities. 

1 am unable to answer as to the second but we will introduce this 
into the record, 

Kxcuse me. I guess that Iam able to answer this. 

It would be the Director of the Office of Statistics and Reports 
whose salary was raised from $13,970 to $15,150. 

Mr. Ruoprs. In other words, you have here represented one pro- 
motion and one demotion ? 

Mr. Grapy. Yes, sir. 

Mr. Ruoprs. On the same page, the second line from the bottom, 
you have division chiefs increased from one to two. 

Do you know what the reason for that is? 

Mr. Grapy. Yes. 

Mr. Ruopes. I also note that the dollar figure shows more than 
double the 1960 estimate. You might also explain that. 

Mr. Grapy. On the division chief, the last one? 

Mr. Ruopes. Yes. 

Mr. Grapy. I believe this would be the increase in the Office of 
the Director of Public Health. His new salary is $15,375 and I do 
not have available here his previous salary. 

Mr. Anprews. Would the gentleman yield ? 

Mr. Ruopes. Just 1 minute. 

I think you had better check the record on that. These positions 
come under a heading which provides for salaries of $12,772 and 

$13,970. I think you have the wrong one. 

I will now yield to the gentleman from Alabama. 


DESK OFFICER 


Mr. Anprews. I would like to find out what a desk officer is on page 
Lat asal: ary of $13 683. 

Mr. Gravy. I will have to get that for the record, Mr. Andrews. 

Mr. Anprews. None of you know what a desk officer is? 

Mr. Grapy. I am sorry. 

The desk officer is the man in the region who has responsibility for 
. country program. 


ADVISER ON AID TO AMERICAN SCHOOLS ABROAD 


Mr. Ruopes. Now, turning to page 6, under GS-15, salary $12 
to $13,970, the first individual is described as an adviser on aid to 
American schools abroad. The salary is shown at $12,771. 

This is a new position for 1961. What is the individual to do, and 
who is the individual who will have the job? 
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Mr. McAnuisrer. Mr. Rhodes, this is not to be funded from the 


“Administrative expenses.” This is to be funded from program funds. 


The green sheets you are looking at are the total number of ICA posi- 
tions under the economic assistance program, which would include 
administrative-type personnel abroad. 

Mr. Riropes. Are vou telling me that you do not know the answer? 

Mr. McAnuisrer. No, sir; I do not know. 

Mr. Forp. Would the gentleman yield ? 

Mr. Ruopes. You do not. know who this is, or what he is supposed 
to do? 

Mr. McAtuisrer. There is no individual for this position at this 
time. 

Mr. Grant. As you know, Mr. Rhodes, Congress, I believe 2 years 
ago, Wrote in a requirement or provision that up to so much money 
out of the special re fund should be made available in the 
course of that particular fiscal year for aid to American schools 
abroad. For example, the American University at Beirut has been 
one of them. We have engaged in the last 2 years in which might be 
described as a new type of activity for ICA. I presume that this 
position is related to this continuing program, 

Mr. Ruopes. I presume it is, too. 

Would you furnish for the record exactly what this individual 1 
— to do? 

Mr. Grant. Yes, sir. 

(The information supplied follows :) 


OFFICE OF EDUCATIONAL SERVICES, DD/O 
Position 


Specialist on aid to American-sponsored schools abroad—GS-15. 


Justification 


The program of aid to American-sponsored schools abroad is a continuing 
responsibility. The program, insofar as ICA funding is directly concerned, 
began in fiseal year 1959, through section 400(c) of the MSA Act of that year. 
Special assistance funding with respect to the program is as follows, in sum- 
mary: Fiscal year 1959, $4,275,000 (granted) ; fiscal year 1960, $4 million (ap- 
proved) ; and fiscal year 1961, $5 million (proposed )—a 3-year total of $13,275,000. 

By mutual agreement between ICA and IES, the administration of the fiscal 
year 1959 program was assigned to IES. This was done primarily because IES 
already was engaged in aiding American-sponsored schools abroad through a 
small annual dollar appropriation (approximately $270,000 annually) and the use 
of Public Law 480 local currency. No administrative costs for the ICA program 
were assessed by IES: it simply was added to the duties of pertinent existing 
IES positions. On the ICA side, the program was assigned, as an additional 
duty, to the Assistane Director of the Office of Educational Services. 

The special assistant to the Director (of O/ED) for the aid to American- 
sponsored schools abroad program of ICA will have the following major duties: 

(a4) To develop or refine a rationale for the program consistent with ICA 
policy and program, and to develop or refine from that rationale specific cri- 
teria for the determination of allotments of funds to individual educational 
institutions. 

(b) To obtain, collate, evaluate, and interpret pertinent information about 
American-sponsored schools abroad—to include, as a major means of collecting 
such information, field visits to the schools. 

(¢) To administer the allotment of annual funds to the schools, and to carry 
out and evaluate followup activities after allotments have been made and 
utilized. 

(d) To serve O/ED specifically and ICA generally as the staff officer respon- 
sible for this program for advisory, budgetary, and evaluative services. 
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Position 


Secretary—GS-6. 


The need for a secretary to serve the officer, it is felt, is obvious. 


Mr. Ruopes. I yield to the gentleman from Michigan. 
RELATIONSHIP OF ADVISER TO MILITARY DEPENDENT 


Mr. Forp. Would this adviser have anything to do with American 


military dependent schools overseas / 


Mr. Grant. No, sir. My understanding would be that this would be 
related to the American schools receiving assistance under the special 
provision of special assistance which has not been designed to aid that 


type of school primarily. 


Mr. Forp. I wish we could have on the record a very clear state- 
ment in that regard, because the military dependent school program 
is well funded elsewhere, and I would not see any need or justification 


for an adviser in this area for those kinds of schools. 
(The information supplied follows:) 


The special adviser on aid to American-sponsored schools abroad has no rela- 
tion to the American military dependent school program, which 


Department of Defense. 


AID TO AMERICAN SCHOOLS ABROAD 


Mr. Passman. Would the gentleman yield? 
Mr. Ruopes. Yes. 


Mr. Passman. Other than in South and Central America, if 
have a program in the Americas, how many schools abroad are you 


now aiding? 


Mr. Grant. Under the category of assistance or aid to . 


schools abroad ? 

Mr. Passman. Yes. 

Mr. Grant. We can provide this for the record 
testify with respect to special assistance. sir. 

Mr. Passman. Is it not limited to one? 

Mr. Grant. No, sir. 


Mr. Passman. As you are testifying for a new position here, which 
will no doubt involve some travel, you should be able to tell us on 
what basis you set up this position, and if you know of any other 
have actually 


schools. other than the University at Beirut. you 
assisted. 


Mr. Granv. I believe, sir, that if you will refer to last year’s hear- 
ings we provided a list of the range of schools to which we were 


providing seiletatat under this provision. 


Mr. Passman. I did not know you had actually made an allocation 


to but one school. 


Mr. Grant. No, sir. We made allocations to a range of schools, a 
fair number of schools, and since this was out of special assistance we 
are not prepared at this moment with the information at hand. 


SCHOOL AID FROM SPECIAL ASSISTANCE FUNDS 


Mr. Mourpny. I can help a little, Mr. Chairman. I have the special 
assistance book here. 
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It indicates under this caption that more than 80 percent of the 
funds in 1960 went to institutions of higher learning in the Near East 
or their affiliates. 

That is, the American University at Beirut and its affiliate second- 
ary schools; the International College, Roberts College, and the 
American College for Women at Istanbul; Athens ( ‘ollege at Athens 
and Anatolia College in Salonica, Greece. 

In uddition, assistance was granted to the American School at 
Singapore and to four schools in Latin America. They are: Lincoln 
School, San Jose, Costa Rica: Anglo-American School, Oruro, Bo- 
fivia; Union School, Port au Prince, Haiti: American School, Tegu- 

cigalpa, Honduras 

Mr. PassMAN. It adds up to 10. 

Mr. Mvurpny. I did not add them. 

Mr. Passman. It looks as if you get along nicely without this 
position, and it is a question of creating another job for some person 
looking for one. 

Mr. Murrny. I notice, on turning the page, that there are two 
additional schools: There is the Escuela-Americana and American 
High School, San Salvador, FE] Salvador; American School, Asun- 
cién, Paraguay. 


CONSIDERATION OF DETAIL OF PERSONAL SERVICE 


Mr. Ruoprs. Mr. Chairman, it appears that these green sheets 
consist of the employees of all of the operating divisions ‘of ICA and 
it may be that in going through these sheets I will be asking ques- 
tions on positions which Mr. Grady cannot answer. As we proceed, 
I think all we can do is to have Mr. Grady indicate what positions, 
or what division the positions come under so we may be advised. later 
as to which division we can expect the answer from. I will go on 
through the green sheets but I want it understood that I do not want 
to put anybody at a disadvantage in doing it this way, but consid- 
ering the way it is drawn up, I have no choice. 

Mr Mvureny. This is one of the unfortunate aspects of the green 
sheets from our point of view. They require it under the Budget 
and Accounting Act of 1921 and we are required to list the personnel 
in descending order regardless of which appropriation finances them. 
One may be financed by administrative appropriations and the next 
one comes out of the special assistance and unless you have witnesses 
prepared to justify all appropriations, you are going to catch us 
with that. 

Mr. Ruoprs. I realize that, but you realize, too, Mr. Murphy, the 
only other way we can get all of these employees is to go through 
all of these justification books. M: any of them are secret t and we can- 
not take them out unless we have facilities in our homes to safeguard 
them, and very few of us have safes in our homes. 

This is about the only thing we can do. 


CATEGORIES OF ADMINISTRATIVE EXPENSE 


Mr. Passman. You have four categories of administrative expense. 
You have IC A. requested $40 million; State, $8 million; Deve ‘lopment 
Loan Fund, $2 million: and the Milits ary, $25 million ? 
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Mr. Murpny. Yes, sir. These green sheets, Mr. Chairman, on the 
detail of personal services are required to cover all employment and 
not just that financed from the administrative expense accounts. 


MANPOWER SPECIALISTS 


Mr. Rnuopes. On page 7, the seventh item from the bottom, there is 
& manpower specialist which is a new position for 1961 with a salary 
of $12,771. Isthisin administration ? 

Mr. Gravy. This is in the Office of Labor Affairs, I believe, and 
the Human Resources Study. 

Mr. McAuuister. I am not entirely familiar with this but I believe 
he is financed by the Administrative E xpenses. 

Mr. Grapy. His assignment is to supervise the Agency’s activity in 
the growing area of manpower surveys. 

Mr. Ruopes. Which agency are you referring to? 

Mr. Gravy. This is in the Office of Labor Adviser in ICA, our 
Agency. This is in the area of manpower surveys abroad directed, 
I believe, to determine what coming manpower needs will be in the 
underdeveloped countries, particularly the high-skilled levels. 

Mr. Grant. I might add to that that there have been increasing 
desires by the underdeveloped countries to make studies looking for- 
ward to their needs for engineers, doctors, agriculturists, over a 5-, 
10-, and 15-year period so that they can then go about est: ablishing 
the educational institutions to respond to these needs. If a country 
is establishing engineering schools or planning to expand an engineer- 
ing school, this is of great assistance to them in knowing approxi- 
mately what. volume of graduates they should be directing their ef- 
forts toward. 

OFFICE OF LABOR ADVISER 


Mr. Ruopes. What is the strength of the Office of Labor Adviser? 
I forget the exact nomenclature of the one you mentioned. How 
many oe do they have and what do they do? 

Mr. Grapy. They have 17 administratively funded employees now, 
Mr. Rhodes. 

Mr. Ruopes. Do you have any funded by program ? 

Mr. Gravy. Yes, sir. As of April 1, they have 15 program funded 
employees. 

Mr. Ruopes. A total of 32? 

Mr. Grapy. Yes, sir. 

Mr. Ruopes. Are those people all in the United States? 

Mr. Gravy. Yes, sir; these numbers given are in the United States, 

Washington. 

Mr. Ruoprs. Do they work with the labor attachés in the various 
countries / 
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Mr. Grant. I might comment on that. We have close working 
relationships with the labor attachés and in some countries there are 
personnel from ICA in this field. They are concerned with this 
question of the development of labor unions abroad in the direction 
of their attitudes, how to develop responsible labor union leadership 
in the country where, in many countries historically your labor units 
have been primarily politic: al instrumentalities, rather than instru- 
mentalities with a positive economic interest. It is more analogous 
to our own labor unions. One of the areas we have been trying to 
work in is to develop responsible trade union leadership in a number 
of ee countries in the interests of development and certain other 
obvi 10us 2aAaSsons. 

Mr. aur This Office of Labor Adviser is really duplicating 
the work of labor attachés, is it not? 

Mr. Grant. Well, sir, if we may distinguish them from our labor 
attachés abroad—— 

Mr. Ruopes. I thought the labor attachés were supposed to do 
exactly what you said this office was to accomplish ? 

Mr. Grant. My understanding of the labor attachés is that they 
work abroad as representatives of the U.S. Government establishing 
contacts, sources of information, and other forms of identification 
with these people. If you get to such an area as establishing a school 
for training leadership for labor union personnel, this would then 
become an ICA activity since this is designed primarily to advance 
the development of the country abroad. 

Mr. Ruopes. It seems to me a little strange that, with such a mission 
as that, you would have 32 people in W ashington and none abroad. 

_ Mir. Grant. No, sir. There is a considerable number abroad ; and, 

f I left the impression we do not have people abroad, I am in error. 

Bs Ruopes. Didn’t you previously state that these people are all 
in Washington ? 

Mr. Grapy. Yes; the number I gave you are all in Washington. 


LABOR AFFAIRS ADVISERS ABROAD 


Mr. Ruopes. Let us have the number abroad as well as those in 
Washington. 


Mr. Gravy. This we would have to get for the record. I do not 
have it. 

(The following information was subsequently furnished for the 
record ea 


Attached is organizational chart of the Office of Labor Affairs. There are 61 
positions in total, 20 of which are in Washington. Of the 41 positions overseas, 
18 are for labor technical officers. The remaining 28 positions are for specialists 
in specific technical fields. 
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Mr. Grant. We will be prepared to provide that at the time we 
testify on technical assistance. 

Mr. Ruopes. Are all of the rest of these people funded under tech- 
nical assistance ? 

Mr. Grant. The labor affairs advisers working abroad would be 
technicians who are abroad primarily upon the request of other gov- 
ernments to perform functions in that government so they would fall 
under the category of technical assistance. 

Mr. Ruopes. All of the ones who are abroad work under the Office 
of Labor A ffairs? 

Mr. Gravy. These individuals abroad serve under the direction of 
the Mission Director there and they get what I would refer to as 
technical advice from the Office of Labor Affairs here. 

Mr. Ruopes. Actually they do not work under the Office of Labor 
\ flairs / 

Mr. Gravy. No,sir. They are under the Ambassador and the Mis- 
sion Director. They are pene of the ICA staff in that country. 

Mr. Grant. They receive technical backstopping from this particu- 
lar Office in Washington. This Office in Washington is concerned with 
the kind of personnel that is sent out, reviewing ‘applic ations for pro}- 
ects in this area, and in providing technical personnel who may go out 
fora short period of time, a short-time request. 

Mr. Rnopes. Are these people requested by the host government / 

Mr. Grant. Yes, sir. This isthe general practice. 

Mr. Ruopes. I asked you if they are, and you said that it is a gen- 
eral practice. I infer from that there are some instances where we 
send people of this category to countries where no request has been 
made. 

Mr. Grant. Asa general practice, and if I may break this down, we 
do not send a technician abroad to advise unless he has been formally 
requested by the government. There will be occasions when we will 
send personnel abroad possibly on the basis of an informal request 
from the government. There may be some reason why they might 
not wish to forward this in the way of a formal proposal all the way 
through their government. They desire. nevertheless. to use an Amer 
ican adviser on an informal basis. 

I think you can understand the frequently sensitive nature of 
technical advice in this field. 

On other occasions it could be possible that the Mission Director 
and the Ambassador in a country would feel that we should be pro- 
viding some advice in this field and may request a technician to come 
out for a period of time to see whether a program can be developed 
in this particular area. 

Mr. Ruopes. Are you satisfied in your own mind that there is no 
duplication between the efforts of these people and our labor attachés ? 
Are you satisfied there is no duplication of effort at all ? 

Mr. Granv. I am satisfied, Mr. Rhodes, that there is a satisfactory 
separation of function. It is possible there may be a minor overlap 
on occasion but there is an informal and formal close working rela- 

lonship with our labor attachés to avoid overlapping functions. 
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SELECTION OF PERSONNEL 


Mr. Ruopes. In recruiting people for this type of work, you try t 
vet people who are knowledgeable in the field of organization of 
labor / 

Mr. Ruopes. Mainly from unions in this country 4 

Mr. Gravy. I believe, Mr. Rhodes, that we do. Ll know the sele 
tion process includes a representative of the Labor Affairs Office, a 
member of our Office of Personnel and a man from the region where 
it is planned to send such i candidiate, and this group does partici 
pate in the selection process. 

Mr. Ruopes. Do you have any participation in the selection proe- 
ess by any representatives of organized laber in the United States! 

Mr. Grapy. I think not. 

Mr. Ruopes. Or, the Department of Labor / 

Mr. Grant. No, sir. 

Mr. Gravy. No, sir. 

Mr. Ruopes. Is there any reason why you do not consult the De 
partment of Labor or organized labor on selecting these people! 

Mr. Grapy. Some work is done with the Department of Labor and 
specifically with Secretary George aycwady office there. IT am no 
familiar with the details of how close ly these offices work. I am aware 
that one ICA employee Is on loan on a reimbursable basis Mr 
Henry Weins—to Mr. Lodge’s office and I presume there is 

Mr. Grant. There is a close working relationship between thei 
office and ours. 

Mr. Ruopes. Are you directly responsible for this office, Ma. Grant. 

Mr. Grant. No, sir; this office comes under our Deputy Director for 
Operations. 

rOURISM COORDINATOR 


Mr. Ruoprs. Now, turning to page 8, we find our old friend, the 
tourism coordinator. This is a new position for 1961 at $12,771. 

Under which department or subdepartment of the ICA does this 
come ¢ 

Mr. Grapy. This is in the Office of Industry and the justification 
is to devote full time and professional attention to the agency’ } 
worldwide tourism activities and to assume the Office of Industry re 
sponsibilities in surveying and planning country projects in the 
rapidly expanding Africa program. 

Mr. Runopes. Do you have any tourism coordinators at the present 
time in the ICA setup ? 

Mr. Htnperer. We do not, but we have been carrying on the func 
tion by a person working part time on this department: al function. | 
Mr. Ruopes. Is there any provision for support of this tourism | 

coordinator in the form of secretaries or clerks or any other personnel! 
Mr. Gravy. No, sir: this is from the resources available in the Office 
of Industry now. 
Mr. Ruopes. Off the record. 
(Diseussion off the record. ) 


| 
' 
Mr. Passman. We shall stand recessed until 2 o’clock, centlemen. | 
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AFTERNOON SESSION 


Mr. Passman. The committee will come to order. 
Mr. Rhodes / 
Mr. Ruopes. Thank you, Mr. Chairman. 


ATTORNEY ADVISER 


Mr. Ruopes. On page 8 the last item, is attorney adviser and it 
shows an increase from one to three. 

I only bring this up because this seems to indicate a trend in the 
Government. Everyone wants more lawyers. I am also on the 
Independent Offices Subcommittee of the Committee on Appropria- 
tions and I think everyone of the agencies which we have under the 
urisdiction of that subcommittee wants more lawyers. 

Can you tell me where these attorneys will be working and what 
they will be doing ¢ 

Mr. Gravy. Mr. Rhodes, I believe that these positions are in the 
Office of the General Counsel, Mr. John Burnett, but I cannot find 
support here for that statement. I would like to supply the informa 
tion for the record. 

Mr. Ruopes. Very well. 

(The information requested follows :) 

No net increase in positions is being requested for the Office of the General 
Counsel for fiscal year 1961. It is anticipated that additional functions will be 
added to three existing attorney adviser positions which will warrant a grade 
increase for these positions. The additional functions which will result in two 
promotions to GS-14 and one promotion to a GS-13 are as follows: 

ittorney adviser, GS—14.—Advises and furnishes legal counsel to the Office 
of Private Enterprise, the Investment Guaranties Division, the loan administra- 
tion staff, and to the DLF liaison staff. 

{ttorney adviser, GS—14.—Serves as agency legal adviser to the ICA offices 
concerned with domestic and oversea management functions, particularly in 
cluding the Office of Personnel and the Office of the Controller 

{ttorney adviser, GS—13.—Acts as regional attorney for ICA’s Latin American 


operations ; handles legal problems arising under ICA activities in connection with 


Public Law 480; assists in preparing and presenting mutual security, and Public 
Law 480 legislation to Congress 


REDUCTION IN NUMBER OF BRANCH CHIEFS 


Mr. Ruopes. Very seldom does a member of this subcommittee ask 
a question about. a reduction, but I would like to break precedent and 
ask it: 

On page 9, under GS-14, the first item, is branch chief. I note that 
under that category in 1959 there were 35 positions, in 1960 there were 
28 positions and in 1961 the request is for 24 positions, which reflects 
a decrease of 11 in 2 years of the category branch chief. 

Is this category going out of vogue or are some of these people be 
ing promoted or are some being terminated due to consolidation / 
What is the answer ? 

Mr. Grapy. I cannot give you the answer, but I will get it for the 
record I have an idea it may be a combination of several of those 
points. 

Mr. Ruopes. All right. 
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(The information requested follows :) 


The decrease of four branch chiefs in fiscal year 1961 is a factor of certain cop. 
solidations of functions in the reorganizations involved with establishment of 
the Office of Participant Training and the Office of Supply Services. In the 
process of such reorganization, two branch chief positions, GS—14, in the former 
training development staff were abolished, and two such GS-14 positions in the 
Office of Industrial Resources were abolished. 


COMMODITY ANALYST 


Mr. Ruopes. I note that there is on that same page, on the fifth line 
from the top, a commodity analyst requested for fiscal year 1961 ata 
salary of $11,835, which is a new position. 

First, does this individual come under your particular department! 

Mr. McAtcuisrer. That position comes out of program funds, 

Mr. Ruopes. It is for program ? 

Mr. McAuuister. Technical Cooperation. 

Mr. Ruopes. The Technical Cooperation program ? 

Mr. McAuuisrer. Yes, sir. 

Mr. Ruopes. Very well. 

DESK OFFICER 


Mr. Ruopres. Now, we come to this category of desk officer again 
which was mentioned by someone a little earlier. I think the gentle. 
man from Alabama had a question about that. It is the fifth item 
from the bottom. I note that the position, desk officer, increases from 
14 in 1959 to 21 in 1960 and the request for 1961 is 26. 

Can you tell us what those positions signify and where they would 
be located and why the increase? 

Mr. Grapy. There is a request for four additional positions to pro- 
vide desk officer coverage for the five African countries—the Can- 
eroons, Togoland, Sierra Leone, Nigeria and Guinea, and one secre- 
tary. The first three named countries would have one desk officer 
covering all three. 

Mr. Ruopres. Now, a desk officer addresses himself to one country 
only, is that correct ? 

Mr. Gravy. Not always, and this would be one exception. These 
being small programs in these first three countries—the Cameroons, 
Togoland and Sierra Leone—the desk officer has responsibility in all 
three. 

Mr. Ruopes. Could the desk officer be described as a liaison between 
the field and the particular country and the Department. here in 
Washington ? 

Mr. Grapy. I think that would describe part of his assignment. very 
well. 

ADDITIONAL ECONOMISTS 


Mr. Ruopes. I see also a request for an additional economist, six | 
additional engineers and three additional division chiefs. 

I presume the engineers are under the technical cooperation pro 
gram, is that correct ? 

Mr. McAuutster. That is correct. 

Mr. Ruopes. What about the economist ? 

Mr. McAuuisrer. That is under the administrative funds. 
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Mr. Ruopes. Could the administrative tell us what the economists 
would be doing ¢ 

Mr. Gravy. I cannot identify that position from the information I 
have, Mr. Rhodes, but I will get it for the record. 

Mr. Ruopes. Thank you. 

(The information requested follows :) 

The economist, GS-14, will be stationed in the Office of Industrial Resources 
and will have duties involving development of plans and programs for the 
industrial resources development and furnishing of training assistance to newly 
emerging and underdeveloped nations in tropical Africa. 

Mr. Anpres. Would the gentleman yield before you leave page 9! 

Mr. Ruopes. Yes, sir. 


DEPUTY EXECUTIVE SECRETARY 


Mr. ANprEws. What about this deputy executive secretary there 
who in 1959 was paid $11,835; in 1960 that salary went to $12,085 and 
then in 1961 it went up to $12,334. Is that the same person holding 
that job through those 3 years ? 

Mr. Gravy. I would assume it is. It looks like these are in-grade 
promotions, sir—the automatic in-grade promotions that come to 
all GS employees for time in grade. 

Mr. Anprews. And, that is the increase each year? 

Mr. Gravy. I believe it is each 18 months, Mr. Andrews. 

Mr. ANprews. Thank you. 


EVALUATION AND EXECUTIVE OFFICERS 


Mr. Ruopes. On page 10 you have an evaluation officer and an 
executive officer which reflect an increase of one in each category. 

Mr. McAuuister. They are both financed from program funds, 
technical cooperation. 

Mr. Ruopes. They are both under technical cooperation / 


Mr. McAuuisrer. Yes, sir. 


INDUSTRIAL SPECIALISTS 


Mr. Ruopes. On this same page for industrial specialists in 1959 
there were two, in 1960 there were none, and one is requested in 1961. 
_ Then, there is an international economist right below that which 
isa new position requested for 1961. 

Mr. Grapy. It is planned to finance both of those from program 
funds. 

Mr. Ruoprs. Which program ? 

Mr. McAuuisrer. Technical cooperation. 


PRINTING AND PUBLICATIONS OFFICER 


Mr. Ruoprs. Now, on page 11 there is a printing and publications 
officer requested in 1961 at the salary of $11,357. 

Mr. Grapy. Yes, sir. 
Mr. McA.uster. That is to be financed from “Technical coopera- 
tion” funds. 
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PROGRAM OFFICER 


Mr. Ruopes. There is also an increase in the category known as 
program officer from two to four. Pe 

Mr. McAuuisrer. They are to be financed from “Administrative 
expense” funds. 

Mr. Ruopes. “Administrative expense” funds? 

Mr. McAuuisrer. Yes, sir. 

Mr. Ruoprs. Do we have the answer on those increases / 

Mr. McAuuisrer. Probably, sir. We have a regional program desk 
officer for the Latin American region. However, it may not be the 
same position. 


Mr. Ruopes. Do you want to get. that information for the record? | 


Mr. McAuuistTer. Yes, sir. 

Mr. Ruopes. \ ery W ell. 

(The information requested follows:) 

The two additional GS-14 program officers will be located in the Office of 
Industrial Resources, to assist in the coordination and review of program and 
project proposals involving industrial development projects and assure in- 
tegrated industrial development in the cooperating countries affected. In addi 
tion these program officers will serve to expedite action by ICA to implement 
approved projects 

PUBLIC HEALTH SPECIALIST 


Mr. Ruopes. On the same page there is a public health specialist. 
There was one in 1959, none in 1960, and three in 1961. 

Mr. McAuuistrer. Those three will be financed from *Administra- 
tive expenses.” 

Mr. Ruopes. Where will they be located and what is the reason for 
the sudden increase ? 

Mr. McAuutsrer. Can we furnish that for the record, sir? 

Mr. Ruopes. Well, if that is the best we can get; surely. 

Mr. McAuuisrer. If I may, sir, these titles in here are in confliet, 
and I am sorry. However, they are without the table that I have 
prepared and I am having difficulty in identifying one as against the 
other. 

Mr. Ruopes. I understand. I am perfectly willing, for the sake of 
accuracy, to allow you to put that information in the record later on. 

Mr. McAuuisrer. Thank you, sir. 

(The information requested follows:) 

All three additional public health specialist positions will be located in the 
Office of Public Health, Technical Resources Division. Two of the specialists 
will be sanitary engineers who will assemble, analyze and appraise technical 
data and/or program reports on public administration projects in the public 
health sector. They will provide specific consultation and support to oversea 
public health technicians on technical and professional problems in community 
water supply projects. The third public health specialist will be a malariologist 
who will provide technical guidance and backstopping to field technicians iD 
programs of malaria eradication. This specialist will be responsible for analyz 
ing professional problems and evaluating progress on malaria eradication 
projects 


SUPERVISORY MANAGEMENT ANALYST 


Mr. Ruoprs. You also have a supervisory management analyst on 
that same page, and this is the first year you have asked for one of 
those gentlemen, at a salary of $12,563. 
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Mr. McAuuister. That is to be funded from the technical coopera 
tion fund, sir. 


Mr. Ruopes. All right. 
TAX AND FINANCE ADVISER 


Mr. Ruopes. Now, on page 12, tax and finance adviser, at a salary 
of $11,357, representing an initial request in 1961. 

Mr. McAtuuisrer. That is to be financed from administrative funds. 

Mr. Ruopes. Do you have anything to indicate what he will be 
doing ¢ 

Mr. McAuuisrer. No, sir. 

Mr. Ruopes. Will you please furnish that information for the 
record 4 

Mr. McAuuisrer. Yes, sir. 

The information requested follows :) 

The GS-14 tax and financial adviser will serve in the Office of Public Services, 
Public Administration Division, and will provide professional guidance for, and 
wordinate, ICA public administration projects specifically involving the fur 
nishing of technical assistance to the governmental agencies of the underde 
veloped countries on matters of taxation and public finance 


CONTRACT NEGOTIATOR AND CONTRACT PROCEDURE SPECIALIST 


Mr. Rropres. I notice a heading, “Contract Negotiator,” on page 
13, the second item from the bottom; and a contract procedure special 
ist, the last item, There is a request for an increase of two contract 
negotiators and the contract procedure specialist at a salary of $10,- 
379, which is an initial request for 1961. 

Where are those funded / 

Mr. McAuuister. They will both be funded from technical coop 
eration funds. 


DESK OFFICER 


Mr. Riuopes. There is another item known as desk officer on page 
l4, and I gather that your desk officers are paid different scales de 
pending upon the responsibility of the particular desk / 

Mr. McAuuisrer. That is right, sir. 


EMPLOYMENT DEVELOPMENT OFFICER AND EMPLOYMENT SPECIALISTS 


Mr. Ruopes. Now, in the middle of that page we have employment 
development officer and employment specialists. 

In the former category there is an increase of one and in the latter 
category there is an increase of two. 

Where will they be employed ¢ 

Mr. McAuuisrer. They are both to be financed from administra 
tive funds. 

Mr. Ruopes. Will you furnish for the record the information on 
that? 

Mr. McAuuisrer. Yes, sir. 

Mr. Ruopes. I would like to have for the record the place of em 
ployment as well as their dut les. 

Mr. McAtuisrer. Very well, sir. 
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(The information requested follows :) M 


These 3 positions will be located in the Office of Personnel as follows: 


Policies and proce dures staff 


The employment development officer, GS—13, will develop new or revised proce M 
dures, and special forms and processes, covering all aspects of personnel opera- While 
tions and will assist in the installation of improved and automated procedures, M 
Employment division \ 

The two additional employment specialists, GS-15, will be responsible for iter 
developing sources of recruitment for ICA's program needs; they will serve as M 
expert interviewers, make suitability investigations and conduct career place 
ment. They will advise on the feasibility of proposed staffing for ICA operations 
based on developed Knowledge of labor markets in particular categories of rhe 
technical personnel. ‘nal 

EVALUATION OFFICER Ty Se 

Mr. Ruopves. Next is the evaluation officer wherein there is an in- | ®#" 
crease from one totwo. 

Mr. McAuutsrer. They will be financed from technical cooperation \l 
funds. =a 

PROCEDURES DEVELOPMENT OFFICER a 

Mr. Rroprs. Now, we have a position On page 15, the third from pny 
the bottom, known as procedures development officer, which is a rather | “°° 
intriguing title. This represents a request for two new positions for | “)” 
fiscal 1961. V 

Can you give us the rundown on those two positions ? M 

Mr. McAuuisrer. They are to be financed frown technical cooperation | 
funds. _ 

PROJECT EVALUATION ENGINEERS 1 

Mr. Ruopes. Then there is a project evaluation engineer on page 16, | NOs 
au new position at $11,107. | M 

Mr. McAuutstrer. That will be financed from administrative funds. | '!! 

Mr. Ruopes. Will you please furnish the information on that posi- |. 
tion for the record ? ae 

Mr. McAuutsrer. Yes, sir. M 

(The information requested follows :) oe 

This position will be located in the Office of Industrial Resources, on the eval: "7 


auon staff. The engineer will analyze reports furnished by contractors and the 
cooperating countries on ICA-financed industrial engineering projects. Such M 
analysis will be for purposes of determining whether progress on the project Kho 
compares with the original plan, whether costs compare with original estimates, 
and the degree to which planned objectives of the project have been met. He 
will isolate problems impeding progress in implementing approved projects, and 
expedite solution of such problems. He will arrange for, or conduct onsite in 
spections of industrial development activities in cooperating countries, and make 
recommendations concerning the priorities of proposed projects in new, contint- 
ing, or expanding programs of industrial development in the countries. 


PUBLIC ADMINISTRATION SPECIALIS'! 


Mr. Ruoprs. And, there is a request for an increase of one in the 
category, public administration specialist. 


I 
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Mr. McAuuister. That will be financed from technical cooperation 
funds. 


SUPERVISORY BUSINESS ANALYSTS 


Mr. Riuopes. At page 17, you have supervisory business analys 
yhich reflect an increase from 5 to 6. 

Mr. McAuutsrer. That will be financed from administrative funds. 
Mr. Ruopes. Will you furnish the information on that position 
iter / 

Mr. McAuuisrer. Yes, sir. 

The information requested follows: ) 

[he supervisory business analyst position will be located in the Procurement 
\nalysis Branch, Office of the Controller. The analyst will supervise a commod- 
y section, engaged in reviewing ICA-financed procurement transactions for in- 
justrial equipment to determine compliance with the price provisions of ICA 
Regulation 1. 


FOREIGN SERVICE OFFICERS 


Mr. pene Now, going to the Foreign Service officers there is an 

ncrease in almost every category of Foreign Service Reserve officers 

nvarying amounts. I recognize the diffic ulty which you may have in 

pinpointing exactly the increases which are requested. However, | 

lo think, Mr. Chairman, that the committee should be furnished the 

| reason for the increase in the classes of 1 through 4, Foreign Service 
icers. 

Mr. Passman. Could we have someone speak on that at this time, as 
he inspector general and Comptroller is here, and also the Adminis- 
trator of the Administrative Expense Division of the ICA 4 Would 
you like to have that information now ? 

Mr. Ruoprs. 1 would like to have it, but I am just assuming that 
most of it will have to be furnished for the record. 

Mr. PassMan. I am of the opinion that they might have some of 
that information with them. 

Mr. Murruy. IT amsorry, Mr. Chairman, I did not hear your request. 
[was talking with the clerk. 

Mr. Ruopes. At page 19 on the Foreign Service officers IT am curious 

} isto the reasons for the increases in the Foreign Service category, 
particularly categories 1 through 4+. You might even say categories 
through 5. 

Mr. McAuutsrer. The only information available on this, Mr. 
Rhodes, to indicate the reasons is to identify how many of the ] )OSI- 
tions are to be funded from administrative expenses and the aa 
from program funds. 

Mr. Ruopres. That would be helpful. Let us begin with class |] 
Reserve officers and go through as much as vou have. 

Mr. McAuutster. The class FSR-1—there will be an increase of 
ne to be funded from administrative expenses. 

Under FSR-2 there will be an increase of five from administrative 
oe and a decrease of two from program funds. 

Mr. Forp. May I interrupt there? 

Mr. Ruopes. Surely. 

| Mr. Forp. Does that add up numerically with the 
| Mr.McAuuisrer. Yes, sir. 

Mr, Ropes. Iam sorry, but it does not. 
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Mr. Grant. There is an increase of six. 

Mr. (7RADY. We have a het Increase of five unde admiinistratiy 
funds. 

Mr. RHODES. | mae it shows i het increase of SIX 

Mr. Grapy. Yes, si 


Mr. Ruopes. If you cannot furnish the information at this tim 


vou may furnish it for the record and then we will go on to class 
* What isthe situation with reference to class 3. 

Mr. McAuuister. Under FSR-3 there is an increase of 24 unde 
administrative expenses and a decrease of 6 under program funds, 

Mr. Forp. Again, that does not balance out. 

Mr. McAuuistrer. I am sorry, sir. 

Mr. Ruopes. I think you had better furnish this for the record. 

Mr. McAuuister. Yes, sir. 

Mr. Grapy. We will follow your first suggestion, Mr. Rhodes. 

Mr. Ruopes. I would like to have that information on all of th 
charged to administration. I would like to have also furnished f 
the record what they are to be used for, where they are to be used, a 
what their duties will be. 

Mr. Gravy. Where they are at this time’ These are personal! 


ranked individuals. They have a personal rank and we will provid 


that information. 

Mr. Ruopes. Certainly they are people who will be transferred i 
by 1961. Would that be the case? 

Mr. Grapy. Yes, sir: some of them. 

Mr. Riopes. In other words, do you know the bodies alre ady wl 
will fill these positions which are requested for 1961 ? 

Mr. Gravy. No, sir: we do not. 

Mr. Ruopes. I would not imagine so. So, all vou will be ablet 


vive us isthe breakdown of where you intend the people will serve whi 


are represented by the increased numbers and what their duties w 
be. 

Mr. Grapy. Yes, sir. 

(The information supplied is included in the material furnish 
beginning on p. 1077.) 


FOREIGN SERVICE STAFF OFFICERS 


Mr. Ruopes. There is also a rather sizable increase in the catego! 
of Foreign Service Staff officers, from 7 down through 13. These at 
lower paid individuals, and it would be interesting to know why t! 
increase in these particular categories and whether they are ch: irged ti) 
administrative or whether they are charged to program, where thé 
will be stationed and what thei ‘ir duties will be. 

Mr. McA uister. Yes, sir: we will furnish that for the record. 

(The following ‘a aeakion was submitted for the record :) 

Attached for your information are copies of the listing of additional fis 
year 1961 positions by selected grades compiled for insert in the House Appr 
priations Committee hearings in ICA “Administrative Expenses” appropr 
tions. This data supplements the green sheets for fiscal year 1961 


| 
| 


| 


Schedule A 


INTERNATIONAL COOPERATION ADMINISTRATION 


Gautam Gannon Ghana mheabaam 4a Bane 
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Mr. Ruopres. Mr. Chairman, I think that is all we can get about the 
vreel sheets from this part ular group of people. 

Mr. ANprews. Mr. Chairman, may [ ask a question / 

Mr. Passman. Certainly. 


NUMBER OF EMPLOYEES IN VARIOUS PAY GRADES 


Mr. Anprews. I wonder if you could not put a table in the record 
for us showing the number of people employed and the salary that 
they receive / 

The largest salary I have seen in here is 822.500 for the chief ot 
MISSION. 

I would like to have a table in the record showing the total number 
who receive SZ? OOO or, we will Sav, S22 OOO plus and, then, your Ad 
ministrator has a salary of 821,000 IT beheve / 

Mr. Grapy. Yes, sir. 

Mr. Axprews. I would like to have the table show, beginning at 
S22,000-plus, if that is the top salary, the number receiving that sal 
ary, and then $21,000-plus and the number receiving that salary, ane 


then SYOOOO, STO000, STS.000, S17.000. SIT6B.000, STSQ00, S14.000 S13, 


OOO and on down to 85,000 plus, and the number of employees recen 
ing those salaries. 
Mr. Passman. Would the cventleman \ eld / 
Mr. Anprews. Yes, sir. 
Mr. Passman. Would you not carry it down to the very last en 
plovee, because you may have thousands 1 
Mr. Anprews. That would be very helpful. 
Mr. Grapy. The list of our 6,266 employees ¢ 
Mr. Anprews. How many? 
Mr. Grapy. 6,266 are American employees. 
(The information requested follows: 


ecel\ ne u der S5.000, 


Salary Vumber | Salary—Continued Vumbe 
$22,000 to $22,999 } $7,000 to $7,999 27 
$21,000 to $21,999__- 1 $6,000 to $6,999 380) 
$20,000 to $20,999 13 $5,000 to $5,999 566 
$19,000 to $19,999 j $4.000 to $4,999 S45) 
$18,000 to $18,999 = 11 S3.000 to $3,999 157 
$17.000 to $17,999. ’ 23 $2. 000 to $2,999 3 
$16,000 to $16,999_ DS —— 
$15.000 to $15,999 ; 58 Total 6, 195 
$14,000 to $14,999_-_ 158 | Consultants ou 
$13.000 to $13,999 387 
$12,000 to $12,999 a 37 aie. 6, 275 
$11,000 to $11,999 963 | Less accessions since Feb. 29, 
$10.000 to $10,999 5&8 1960 : 7 —§ 
$9,000 to $9,999 6044 — 
$8.000 to $8,999 659 Total as of Feb. 29, 1960 6, 266 


Mr. Passman. If the gentleman will yield / 
Mr. ANprews. Yes, sir. 


INFORMATION ON TOTAL COST OF EMPLOYEES PREVIOUSLY REQUESTED 


Mr. Passman. I believe that earlier we requested information 0 
the total cost of the 43,600 employees in the overa 
program. 

Are you working on that project now, Mr. Inspector General ! 


1] mutual security 
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Mr. Murreuy. Yes, sir. We started on it. It is going to take us 
some time to complete that, Mr. Chairman. 

Mr. Passman. Yes: we know that. I believe we also requested the 
mount of the weno that goes with all of these offices. It is not 


necessary to break it apart, but we want the total expense, and also 
the travel and the cost of tr usportation. Was that your understand- 
g/ ‘That we wanted all costs pertaining to the program throughout 


mutual security, and not just the administrative cost, but the cost for 
the 45.600 4 

Mr. Murry. Yes, sir. As I told you, Mr. Chairman, it is going 
to be a very difficult thing to do. We are going to have to do a lot 
of estimating on it, but we will do the best job we can. 

Mr. Passman. We cannot expect you to do any better than you can; 

it it is information this committee needs, and information that the 
( ongress needs. 


The information referred to may be found in the appendix.) 


REQUEST FOR INFORMATION ON SALARIES, TRAVEL, AND TRANSPORTATION 
OF THINGS 


Do vou know how much of the total appropriation is going to meet 
stlaries, for travel, for pccuevintion of household goods and auto 
mob les. and so forth ? 

Please supply that information, if you can, as quickly as possible 

Phe information referred to mieey be found in the appendix at end 


ithe hear Ing. ) 


REQUEST FOR NAME OF ENGINEER RESPONSIBLE FOR COST-BENEFIT RATIO ON 
LOWER MOULOUYA RIVER PROJECT, MOROCCO 


Earlier, we discussed the Lower Moulouya River project. I under- 
tand that the information is Guite voluminous; but we are waiting 
for the name of the engineer who had the responsibility of affixing 
his sionature to this cost-benefit ratio sheet that we have—whether 

America n engincer or a foreign engineer. We should lke 
to receive that informetion as quic kly as we ean. A ratio of 1.01 to 1 
sarather narrow margin, and I think you might find there is some 
screpaney in the value of the land. So, if you would give us the 
une of the engimeer, we could relieve vou of a lot of responsibility, 
ecause then we could talk with the engineer and ascertain how he 
rived at some of the |: and values. 
Mr. Murpny. Yes, sir. Tam sea atest Mr. Chairman, because I 
do recall that you aad for that informa 1 before and the transcript 
forthat day, Lam almest certain, must ‘a ce by now. The standard 
procedure is to Insert such information at the place where you ask for 
t. Do IT understand now that this was not done in this case 4 
Mr. Passman. Well, you will certainly make exceptions, because 
lere Isa ve y voluminous re port which has been delivered to the com 
ittee. So, 1 do not know just what the procedure is. Sometimes 
ou write letters, and IT suppose it all depends upon how you receive 
the request. So, in this instance, if you will go back to the files and 
give us the name of the engineer, and his ad lress, we would appreciate 
, 
Mr. Murruy. Yes,sir. Let me be sure I understand you, Mr. Chair 
: You want the engineel who did the on iginal eng ineel ing on this 
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project, or do you want the engineer who calculated the cost-benefit 
ratio ¢ 

Mr. Passman. We want the engineer who finally came up with this 
ratio of 1.01 to 1. 

Mr. Murpny. All right. 

Mr. Passman. And. who arrived at these land values. 

Mr. Murruy. Yessir. 

Mr. Passman. And the name of the man who would take the re- 
sponsibility of assessing this land at about five times what other people 
assess it. So, if you will give us the name of the engineer, we shall d 
our business with the engineer, and not burden your office too mud | 
with the details until we have the engineer before the committee. 

Would you try to get the name of that engineer for us? | 

Mr. Murpeny. Yes,sir: I would be glad to. 

Mr. PAassm AN. If you will do that, we shall he orateful. 

(The information supplied follows. Additional testimony may be 
found on p. 1148.) 


Indicated below are biographic data on the DLF Engineer and ICA (USOM 
Rabat) Soils Advisor and Agricultural Economist Advisor. The DLF Eng 
neer, Mr. Harper, reviewed and evaluated all of the data submitted on the 
project, computed the ratio of benefits to costs and recommended its approva 
on technical grounds. The Soils Adviser (Dr. Watenpaugh) and Agricultura 
Economist Advisor (Mr. Isler) prepared the Agricultural Feasibility Report o1 
the lower Moulouya irrigation project. This report contained basic data ap 
praising the soils, land classification, costs and agricultural benefits in the lowe 
Moulouya area. 

BIOGRAPHICAI 


Dale FE. Harper, DLF, Engineer: born in Potomac, TIL, April 15, 1909: edu 
cated Marion Institute, Marion, Ala., and Colorado College, Colorado Springs 
Colo.: received BS in EF in 1932; married Ruth Gordon 1930; 2 children, Kar! 
and Dale, Jr worked 3 years for city engineering department, Colorad 
Springs, as rodman-chairman and instrument man on tunnels, pipeline, an 
dam in connection with municipal water supply. Entered Federal service 
on July 1, 1985, as junior engineer, Soil Conservation Service, U.S. Depart 
ment of Agriculture. Made field surveys, planned farm irrigation systems 
supervised construction of canals, drain ditches, irrigation structures, lan 
leveling and dams for 9 years, before and after World War II. Passe 
the examination by the Wyoming State Board of Examining Engineers an 
was registered as Professional Engineer and Land Surveyor, No. 268 il 
1939. Entered the U.S. Army, as first lieutenant with 115th Cavalry, Wyo 
ming National Guard in February 1941 Attended the Cavalry School, the 
Army Air Corps Observer School and the Army Command and General Staf 
College. Served overseas in North Africa, Sicily and Italy Reverted to il 
active status in March 1946 in grade of colonel and returned to engineering 
duties in SCS. Served 314 veurs as regional training and safety officer and 
114 vears as assistant regional personnel officer in the Soil Conservation Servic 
Promoted to State conservation engineer for SCS in Wyoming. Served fron 
February 1954 through 1956 and had responsibility for all SCS engineering it 
that State. In this position supervised a staff of approximately 20 engineer 
in the investigation of proposed irrigation projects for technical feasibilit) 
and economic soundness. Such investigations included determining the quantil} 
and quality of irrigation water, the cost of making water available for It 
rigation, plans, specifications and cost estimates for storage dams, distributiol 
and drainage systems, determining which lands, if any, were suitable fo 
irrigation, estimating the cost of developing lands for irrigation, and dete! 
mining the extent of salinity, alkalinity, drainage, and sedimentation problems 
Cooperated with the U.S. Bureau of Reclamation and superintendents of variow 
irrigation districts in adjusting plans for oneration and maintenance of project 
having seepage, drainage, salinity and sedimentation problems. Worked wit! 
representatives of the Agricultural Research Service and State colleges i 
rrigation research problems. Was safety engineer for Agricultural Researt! 
Service for 2 years. Joined DLF engineering staff in May 1959, and has bee 
reviewing plans for proposed irrigation and related projects since that date! 
determine their technical feasibility and economic soundness 
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BIOGRAPHIC DATA, HOWARD N. WATENPAUGH, SOILS ADVISER (LAND CLASSIFICATION), 
FSR-3, RABAT, MOROCCO 


Mr. Watenpaugh was born on October 12, 1899. He has a B.S. and M.S. degree 
from Oregon State College and Montana State College, respectively. He ma- 
jored in agronomy and soils. 

From 1923 to 1925, assistant farm crops specialist, eastern Oregon Experiment 
Station, in charge of crops experiments. 

From 1925 to 1927, graduate assistant, Montana State College; did research 
work in grain marketing problems. 

From 1927 to 1929, assistant professor of agronomy, Pennsylvania State Col- 
lege; taught and attended school. 

From 1929 to 1981, assistant professor agronomy and soils, New Mexico State 
College; taught and did research in soils. 

From 1931 to 1934, extension specialist, agronomy and irrigation practices, 
University of Arizona; worked in the extension program at the university. 

From September 1934 to June 1935, associate professor, soils. Pennsylvania 
State College ; taught soils. 

From September 1935 to May 1936, associate professor, agronomy, New Mex- 
ico State College ; taught and did research in soils. 

From May 1936 to November 1941, agricultural economist, Amarillo, Tex., and 
Lincoln, Nebr., with the U.S. Department of Agriculture, Bureau of Agricultural 
Economics. Did land use classification in connection with area analyses and 
land use planning (land classification). 

From November 1941 to August 1942, assistant supervisor with Farm Security 
Administration, Portland, Oreg. Formulated farm plans; reorganized own 
farm 

From 1942 to 1944, associate professor agronomy, New Mexico State College; 
taught agronomy and soils, superintendent of experimental station. 

From August 1944 to June 1952, supervisor, soil science, Boise, Idaho, U.S. 
Bureau of Reclamation, U.S. Department of Interior. In charge of land classi- 
fication, region I. Determined land suitable for irrigation purposes. 

From June 14, 1952, to February 24, 1957, supervisory soil scientist (land 
classification and survey), International Cooperation Administration, Baghdad, 
Iraq. Trained local personnel in land classification procedures; set up land 
classification standards to comply with local conditions; developed budgets for 
personnel and materials and equipment needed; served on coordinating com- 
ittees in land development and utilization, and established priorities. 

From February 25, 1957, to March 7, 1958, soils adviser (land classification), 
International Cooperation Administration, Saigon, Vietnam. Was detailed to 
Vietham as a Soils Adviser in charge of a team of four technicians assigned to 
assemble information and make recommendations on granting assistance to the 
four major land settlement and development projects under consideration at the 
time. Objective of position to provide guidance to the appropriate Vietnamese 
Officials on the evaluation of the agricultural potential of project lands, and to 
train Vietnam technicians in the field of land classification, planning land use 
and determining repayment ability of lands proposed for subjugation or de- 
velopment. 

From March 8, 1958, to present time, soils adviser (land classification), In- 
ternational Cooperation Administration, Rabat, Morocco. Advised food and 
igriculture division and mission on economics and technical analyses of land and 
Vater projects, particularly as relates to amount and quality of water and ex- 
fent and quality of land; review miscellaneous land use projects not involving 
irrigation; develop land use and irrigation engineering technical assistance 
projects and observational tours for farmers and technicians; advised Govern- 
lent of Morocco and U.S. mission to Morocco on soil analyses and soil classifi- 
cation methods. 

On file with the Land Classification Section, Division of Land Economics, 
Bureau of Agricultural Economics, Washington, D.C., are the following listed 
reports of projects in land classification and analysis by Mr. Watenpaugh: 

l. “Land Classification, Toyah Creek Watershed, Tex.” 

“Utilization Plan for North Fork Cimarron River and Sand Arroya Drainage 
Basin, Colo, and Kans.” 

— for Utilization of Water and Lands of the Arkansas Valley in Western 
ansas.” 


- “Utilization Plan for Quay-Curry County Area in New Mexico.” 


9 
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5. “Land Classification for Ropesville Farms Project, Texas.” 
6. “Land Classification of Bosque Farms, New Mexico.” 
7. “Land Classification, Tobacco Farms, Albuquerque, N. Mex.’ 

(Some of these projects were carried on wholly within the Land Classifica 
tion Section, others were carried on in cooperation with the Water Utilization 
Section, Bureau of Agricultural Economics. ) 

8. “Land Classification With Special Reference to Great Plains Region,” by 
Howard N. Watenpaugh. (Given at the meeting of American Association for 
Advancement of Science at Palo Alto. Calif., June 26, 1939.) On file in the 
Office of Land Classification, Division of Land Economics, Bureau of Agri 
cultural Economics, Washington, D.C., as a report on “Land Classification of 
Seward County, Kans.” 


BIOGRAPHIC DATA, RUDOLPH M. ISLER, AGRICULTURAL ECONOMICS ADVISER; 
FSR-4, RABAT, MOROCCO 


Mr. Isler was born on Mareh 29, 1910. He has a B.S. degree in anima 
husbandry and agricultural economics. Also, an M.S. degree in agricultura 
economics from Ohio State University 

From March 1936 to September 1936, worked on Ohio Agricultural Experiment 
Station, Wooster, Ohio. Collected information from farmers in four soil conser 
vation demonstration projects which was used to prepare an Ohio Agricultura 
Experiment Station bulletin on the causes of soil erosion. 

From October 1936 to September 1937, graduate assistant, Ohio State Univer 
sity, College of Agriculture, Columbus, Ohio. Research assistant in land use and 
management. Summarized and analyzed data used in preparing a bulletin or 
causes of soil erosion (Agricultural Experiment Station publication). 

From October 1937 to October 1938, assistant county agricultural extensior 
agent, Lancaster and Columbus, Ohio. Carried out agricultural extension pr 
gram, Fairfield County, Ohio, during period county agent was on sabhbatica 
leave. Involved working with individual and groups of farmers. Conducted 
meetings in western Ohio for annual closing out of farm accounts and analysis 
of farm business. Also, conducted meetings for beginners in farm accounting 

From November 1938 to August 1941, collaborator in Ohio Agriculture Experi 
ment Station in Wooster, Ohio, flood surveyor, USDA. Was Bureau of 
Agricultural Economics representative on flood survey party, Muskinghun 
Watershed, Ohio. Work included economic evaluation of program of land 
treatment and engineering measures for reduction of flood, sediment, and erosior 
damages, and determining economic justification. Made preliminary examin: 
tions of flood damages, for Cumberland watershed (Kentucky and Tennessee 
and Wabash watershed (Indiana and Ilinois). 

From September 1941 to March 1942, assistant agricultural economist 
Dayton, Ohio, regional office, SCS, USDA. Conducted economic studies of farms 
under conservation plans for use in project planning in western Kentucky an¢ 
Tennessee. Involved analysis of costs of installing conservation plans on indi 
vidual farms, and their effects on farm organization and income 

From April 1942 to December 1945, military furlough 

From January 1946 to August 1946, soil conservationist at Ashland, Ohi 
SCS, USDA, farm planning. Developing conservation farm plans and establish 
ing conservation measures. Worked with Federal and State agencies in carry 
ing out the soil conservation program of the Ashland County Soil Conservatio 
District. 

From September 1946 to August 1947, soil conservationist in Washington, D.C 
Water Conservation Division, SCS. Assisted with development of economi 
procedures for planning and analysis of flood, sediment, and erosion damage and 
the enhancement of land through installing land treatment and engineeriné 
measures. Review flood control reports for technical adequacy of evaluation 
procedures. Assisted field economist with special evaluation problems 

From September 1947 to January 1952, agricultural economist, Kansas City 
Mo., Water Conservation Division, region III, SCS. Prepared program formt 
lation (land treatment measures) and evaluation of flood control and watersheé 
programs; Osage (Kansas and Missouri), Root (Minnesota), Missouri (Iowa 
Missouri, and Minnesota), Mississippi above Cairo (Tllinois, Missouri, Towa. 
Wisconsin, and Minnesota), Arkansas—White—Red (Missouri), Red River @ 
North (Minnesota). Work included estimating quantity cost and beneficia 
effects of measures, determining economic justification, evaluating flood damage 
and report writing. 
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From February 1952 to January 1954, agricultural economist, Upper Darby, 
Pa. regional office SCS. Prepared formulation and economic evaluation of 
programs for watershed protection, flood control, and drainage in northeast 
region. Included flood damage appraisal, benefit-cost evaluation of alternative 
programs, and report writing. Responsible for preparing land management sec- 
tions of the river basin reports for New England, New York Interagency Com- 
mittee. 

From February 1954 to April 1955, agricultural economist (land), Upper 
Darby, Pa., watershed planning unit SCS, USDA. 

Gave technical advice to State tec hnical staffs on precedures for evaluating 
drainage, irrigation, and flood control projects, including estimating benefits and 
costs, determining economic justification, evaluating alternate programs, develop- 
ng training programs, and participating in training courses. Reviewed water- 
shed plans for technical soundness. 

From May 1955 to January 1956, pitied economist (land), Washington, 
D.C., Watershed Planning Branch, SCS, USDA. 

Served as planning evaluation spec rcialiat. Made review of watershed work 
plans for flood control, drainage, irrigation and other water control works to 
determine technical adequacy ; developed and recommended methods on a nation- 
wide basis for conducting investigations for flood prevention and watershed 
programs ; prepared information for field staffs; developed methods for testing 
feasibility of alternative programs; made field visits to advise and assist; rep- 
resented branch at meetings with other agencies. 

From February 1956 to May 1958, agricultural economics adviser, Djakarta, 
Indonesia, International Cooperative Administration. 

Assembled basic information reflecting status of agricultural development. in 
country, production needs based on projected consumption goals and world 
markets for agricultural products to be used as guides in programing. 

From May 1958 to present time, agricultural economist adviser, Rabat, 
Morocco, International Cooperation Administration. 

Assembles background information and agricultural statistics to be used in 
program development and analysis. Analyses projects from a cost-benefit ratio 
where needed. Prepares reports, ete. 


Contrracr With GovERNMENTAL AFFAIRS INSTITUTE 


Mr. Narcier. Can you tell me if ICA has a contract, either written 
or oral, with the Governmental Affairs Institute whereby this Institute 
will assist you in the student program or your foreign leader program ? 

Mr. Gravy. We do not have that information, Mr. Natcher, but 
we can get it. 

Mr. Mureny. You say the name of the Institute is the Govern- 
mental Affairs Institute ? 

Mr. Narcner. Yes, sir. I want to know whether or not you have 
iny written contract or oral agreement with this Institute for as- 
sistance in this program. 

Mr. Murpny. I believe Mr. Kunze is outside and I will check 
with him on that. 

Mr. Passman. You may proceed, Mr. Natcher. 

Mr. Narcuer. Mr. Chairman, in the meantime, with your permis- 
sion, I would like to proceed to another matter until he obtains the 
information in answer to this question. 

Mr. PassMan. Every member of this committee is privileged to 
cover the field, and anything about which you want to examine is 
your business. 

Mr. Mcrpuy. Our contract officer is waiting outside and I thought 
he might know. He said the name is familiar to him and he does 
believe we have a contract with an outfit called Governmental Affairs 
Institute. Mr. Chairman, with your permission— 

Mr. Passman. I think he ought to come in and tell us about it. 
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Let us bring the gentleman in. 

Mr. Mcrrny. He says he does not know exactly what the contract 
is for, but he said the name is one he recognized as their having a 
contract with. 

Mr. Natcuer. I believe you are the contract officer for ICA? 

Mr. Kunze. That is correct. 

Mr. Natcuer. What arrangement do you have insofar as the Gov- 
ernmental Affairs Institute is concerned in the student program or 
the foreign leader program. 

Mr. Kunze. I cannot answer that. Congressman. I do not have 
with me any records that would indicate the contract we have with 
GAI. Iam confident we do have one. I can find out, if vou like. 

Mr. Narcuer. Mr. Chairman, with your permission I think the 
contract officer ought to call and get the necessary information as to 
the date of the contract, the terms of the contract, the amounts in- 
volved, and over what period of time this agreement or any other 
agreement has been in existence. 

Mr. Kunze. Could T get some clarification on this? This is only 
in connection with the training of our people or participants or 
regardless of what the contract is? 

Mr. Narcuer. Regardless of what the contract. is, either training, 
bringing in this country, escorting around the country, the nature 
and content of the contract you have with them, that is, that ICA has 
with them, and the amount involved. That would include the foreign 
leader exchange program, student program, or any other program. 

Mr. Grant. Would you intend to cover any non-[CA program? 

Mr. Narcuer. Anything under the mutual security program that 
is conducted by ICA. 

Mr. Kunze. I will try to get that information. 

Mr. Narcuer. You might try to get it on the telephone. 

Mr. Kunze. Yes, sir. 


TRANSFER From CCC tro ICA ApMINISTRATIVE EXPENSES 


Mr. Narcuer. I would like to direct your attention at this point 
to the $1 million vou are asking to have transferred from CCC pro 
gram over to the ICA administrative expense account program. Mr. 
McAllister was nice enough to appear before the Agriculture Sub- 
committee on Appropriations several weeks ago and explained to the 
committee that the request was for $1 million to be transferred fron 
CCC funds over to the ICA administrative expense account. 

As IT understand it, ICA has some 87 auditors stationed overseas t 
audit and to follow this program, and I am just wondering as to wh) 
the transfer of $1 million? You and I know that the American 
farmer has had everything under the sun hapne» to him over the last 
few years. Why transfer $1 million out of CCC funds to use ti 
build up the eee funds of ICA? Why is that necessary: 

Mr. Gravy. Mr. Natcher, I would like to give the background that 
I know about this. 


Several years ago the Department of Agriculture asked the ICA. 


on a personnel-available basis, to assist the Department in its admin: 
istration of title ITT. As vou know, that is not ours to administer 
We agreed to do this, and this program now, as you know, is a rather 
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large one. I believe a quarter billion dollars of surplus agricultural 
commodities are moving into 91 countries under title ILI. 

We endeavored on a personnel- and time-available basis to do the 
auditing work that the Department of Agriculture thought and we 
thought. was appropriate to assure that these commodities are serv- 
ing the worthy objectives that we want them to abroad. The Depart- 
ment of Agriculture and ICA together have just come to the conclu- 
sion that we are not meeting this responsibility abroad, and from an 
ICA standpoint—certainly from my own from a management stand- 
point—we would rather not make available from our resources the 
idditional people that the Department of Agriculture and ICA to- 
gether think are needed to do this job abroad. This would be 90 local 
employees, 17 Americans in IC ATW —that is, on a. reimbursable detail 
to ICA and on the basis of a separately administered program, which 
| think is what we would prefer—30 auditors abroad, and 12 other 

Americans abroad. 

Now this spells out an additional cost this year of $1 million, and T 
would be less than frank if I did not point out that it means more than 
that next vear because these positions are lapsed so that we are not 
n effect requesting the money for a full year on these individuals. 
It iseither a matter of getting these individuals to assist us in meeting 
the Department of Agriculture responsibilities abroad or in effect tak- 
ing this amount of resource away from the ICA present total man- 
power resource abroad. 

I think this is the history and background on this matter. I think 
it is generated by the Department of Agriculture and ICA together 
and represents, I would presume, the executive branch position as to 
how we can meet this particular problem abroad. 


ADDITIONAL AUDITORS 


Mr. Narcurer. Did I understand you to say there would be 30 addi- 
tional auditors if this $1 million transfer was made ? 

Mr. Grapy. To do this job as it should be done abroad, that is right. 

Mr. Narcuer. At the present time you have 87 auditors stationed 
abroad to administer the whole program, over $3 clio and you are 
asking for 30 auditors just from the standpoint of agricultural com- 
modities ? 

Mr. Gravy. My response to that, Mr. Natcher, has to be that the 
Department of Agriculture, in working with ICA on this, has ap 
parently decided that to do the job the way Agriculture wants it done 
and ICA thinks it ought to be done, takes this additional personnel. I] 
think there has been study and effort to find out what the needs are, 
ind I would think the Departme nt of Agriculture would be the last 
toagree we needed that many people if the »y did not believe we needed 
that inany people to do the job. 


NUMBER OF AUDITORS ASSIGNED TO MSP 


Mr. Narcurer. You do have BF auditors stationed abroad to 
audit the mutual security program ? 

Mr. Grapy. Iam not able to answer that. Mr. Natcher. 

Mr. Narcuer. Mr. McAllister is here and I feel positive he could 


five us that answer. 
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Mr. McAuutstrer. Yes, but we also have the controller here. 

Mr. Narcuer. What isthe number / 

Mr. Tennant. There are 87 U.S. auditors on the ICA program. | 
think the major reason for the difference is that the programs are 
different. Title III is operated by voluntary agencies as a people-to- 
people program, and in trying to audit whether those commodities are 
used for the purposes they are given abroad, you would have to go int 
a tremendous amount of detail to see that the people actually got them 
You have the various voluntary agencies, the various distribution 
points they are using, and you must make selective checks to see that 
the people are actu: ally vetting the commodities. 

On the ICA program a great pertion of our operations go throug! 
commercial channels and they are easier to audit. Also, you would 
have to take into consideration the total audit problem inasmuch 
as some of the title IIT activities are in areas where we have no missions 
and we would have to send people from cther areas. 


REQUIREMENT FOR ADDITIONAL AUDITORS 


Basically what we have been doing for the Department of Agri 
culture on a time-available basis is merely checking out cases of misuse 
and fraud reported to us. Maybe some American traveling abroad 
brings a case to our attention. We have told the Department of Agri- 
culure we do not think this auditing activity is adequate to protect 
the U.S. public interest and we have worked out with them a total 
audit program. I think it is a question of whether one wants to audit 
this type of activity or not. We felt, and the Department of Agricul- 
ture felt, that under existing law the executive branch would have to 
start this activity. 

Mr. Narcuer. As I understand, if the million dollars are transferred 
from CCC funds, some 30 additional auditors will be placed abroad to 
audit the program pertaining to surplus agricultural commodities 
used in the ICA program. Isthat right ? 

Mr. Tennant. Not used inthe ICA program. 

Mr. Narcuer. In other words, under the program we use in dispos 
ing of surplus commodities. In addition to the 30 auditors, how many 
other employees would be used / 

Mr. Tennant. There are some liaison and coordinating people. 

Mr. Grapy. There are 42 Americans abroad and 90 locals. 

Mr. Narcner. That is, 90 locals and 42 American employees. Does 
the 42 include the 30 figure / 

Mr. Grapy. Yes. 

Mr. Narcuer. I personally believe that use of our surplus com 
modities under the program authorized by law is a worthwhile proj 
ect. I think this is a fine way to use our sarples commodities to 
help people in friendly countries abroad that are in need of food and 
assistance. But IT cannot understand why, with an administrative 
fund of $40 million requested and the ere for the State Depart 
ment and other amounts that will run t up to $70-odd million, why 
you have to take $1 million out of C¢ c funds which would then be 
charged to agriculture and against the American farmer for this 
program. Why can you not use your present employees and youl 
present setup and administer this program without any additional 
transfer of $1 million ? 
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Mr. TeNNANn’. We feel our existing staff is not large enough to 
handle the title III program, and all we have been able to do up to 
this time is investigate specific charges. We get a fair amount of 
correspondence about these charges. Americans traveling abroad will 
write to the President or to their Congressman and we check into 
these charges. We feel the staff is not adequate. 


ADEQUACY OF PRESENT AUDIT PROGRAM 


Mr. Narcuer. Do you feel the 87 auditors abroad are properly 
checking the mutual security program 4 

Mr. Tennant. They are chee rain it. It is always difficult to say 
when you are doing e ough auditing. Invariably an auditor will miss 
somet hing and you will say you are not doing e1 nough. I believe it is 

he judgment of the Agency that this is an adequate number to carry 
on the LCA oversea audit responsibilities. We feel we could not 
siphon these people out of our program to work on another program. 

Mr. Narcurer. You agree the 87 auditors stationed abroad now are 
auditing amounts totaline $3 billion and $4 billion ? 

Mr. Tennanvr. We use extensive selective procedures in auditing. 


DIFFERENCE IN PRESENT AND CONTEMPLATED AUDIT PROGRAMS 


Mr. Narcuer. What is the system used by the 87 auditors checking 
ICA program generally and what Is the system that would be 
used if 30 additional auditors were put on just to check on surplus 
wricultural commodities ¢ How far do you go with your 87 auditors 
n checking the program now How far do you go with them in 
checking on the ICA progr: am? 

Mr. Tennant. On the ICA program we break into two types of 
wtivities. One is the nonproject commodity Import program and 

e other is the project program. On the nonproject program if you 
lve a country with wood procedures you call mM: ake se ‘lee ‘tive chee *k 
tests and if their procedures are good you may not have to put as 
much effort in the audit activity. 

To compare this with the voluntary agency type transactions, most 
of the voluntary agencies have limited statts and do not have the best 
procedures in the world. Instances of selective audits made s » far 
ndicate there are deficiencies in their systems. This requires an 
wuditor to go into considerably more det: iil to bring to light deficien- 
les. On the ICA program on project activities it is a little easier to 
(ppre ach the audit because if the manager of the project has adequate 
records it requires less intensive checking. 

In the title IIT activity we have numerous agencies operating in a 
country and they are distributing at numerous points. In many cases 

hey are distributing to people who can neither read nor write in 
outlying areas, and there many points of distribution in between. So 
t requires, | feel, more intensive checking if you are going to assure 
yourself there is reasonable control. In any case all deficiencies will 
QO" be uncovered. , 
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EFFECT OF DENYING REQUEST OF TRANSFER 


Mr. Narcurer. Assuming the Congress refuses to go along with the 
$1 million transfer, what would you do? 

Mr. Tennanvr. The basic responsibility of this program rests on 
the Department of Agriculture. They are only hiring us as they 
might hire any other contractor. They might hire public account 
ants or put their own people abroad. They are asking’ us to do it 
because we have some competence in the tiel¢ 1. If Congress did not 
authorize the transfer of the full amount, they would have to audit 
only selected agencies, selected countries, and not all of the distri 
bution agencies. 


PERIOD OF TIME ICA HAS AUDITED PROGRAM 


Mr. Natcuer. Over what period of time has ICA audited and 
administered this part of the program for the Department ot Agri- 
culture / 

Mr. Tennanrr. I do not believe I can say ICA has administered the 
program. ICA did some auditing for Agriculture on a time-available 
basis for Ll, orz years s, and for the prust year we have been negotiating 
with the Department of Agriculture, bringing to their attention that 
this was not an adequate auditing program and that we thought they 
should face up to the fact this was not a complete and adequate pro- 
gram, and to request money for a more adequate program. 


ADEQUACY OF ICA AUDIT PROGRAM 


Mr. Narcuer. Do you feel the 87 auditors abroad are adequate to 
audit the ICA program, forgetting about the surplus agricultural 
commodity program we have just dis scussed ? 

Mr. Tennant. That isa pretty tough question. My personal opin 
ion would be that in a program as complex and as a in nature 
as the ICA program you could get better control with more auditors. 


WASHINGTON AUDIT STAFF 


Mr. Narcuer. How many auditors do you have in Washington 
with ICA to work with the 87 you have: abroad / 

Mr. Tennanv. If you include the various types of auditing activ- 
ities we do, such as the auditing of contracts, internal audits, and 
special audits, we have, I would say, roughly 60 people who are of a 
clerical nature and maybe 35 or 40 people in the professional auditing 
field. 

Mr. Narcuer. Inthe neighborhood of 1007 

Mr. Tennant. Yes: but a fair number of these are of a clerical 
nature. 

Mr. Passman. Will the gentleman yield / 

Mr. Narcuer. Yes. 


AUDIT SERVICES PERFORMED FOR OTHER AGENCIES OVERSEAS 


Mr. Passman. Are you receiving or requesting funds from othel 
agencies of Government, such as the Department of the Interior, the 
Commerce Department, or others, for services performed ¢ 
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Mr. Tennant. In connection with auditing / 

Mr. Passman. In connection with oversea operations. Yesterday 
we discussed tourism, an activity performed for the Department of 
(‘ommerce. 

Mr. Tennant. We are not requesting any reimbursement for audit 
ing from any other department that I know of. 

Mr. Passman. Do you perform any services for any of the other 
iwencies Overseas, SUC ‘+h as the De partment of Commerce, the Depart 
ment of the Interior, or any re ‘lated agenc les ? 

Mr. Tennant. In connection with auditing ? 

Mr. Passman. Yes. 

Mr. TENNANT. No regular services. 

Mr. Passman. But you perform some services / 

Mr. Tennant. I would say generally, no. 

Mr. Passman. Any activity ? 

Mr. Tennant. Any continuing activity / 

Mr. Passman. I do not care if it is for 5 minutes. 

Mr. Tennant. In some instances an agency may ask us to do 
limited job and we do it and are not reimbursed. 

Mr. Passman. You are not requesting any funds from any other 
agencies for any services you may do for them in connection with the 
mutual secur ity program ? 

Mr. Tennant. In connection with auditing? 

Mr. Passman. Yes. 

Mr. Tennant. That is correct. 

Mr. Passman. Only the Department of Agriculture you are singling 
out for 81 million for services rendered ? 

Mr. Tennant. We are not rendering any active service. 

Mr. Passman. Not active, not continuing, not daily, but you are 
performing services. That. has been established. 

Mr. Grapy. I do believe for about a year we did do this on a per 
sonnel-available basis for the Department of Agriculture. I believe it 
s only now that it has assumed this size and in recognition of the 
problem that the De ‘partment of Agriculture and ICA might face if 
this title IT] program is not properly audited, that motivated our 
Departments to take this approach. 

Mr. Passman. We know you do render some services where the De 
partment of the Interior and the Department of Commerce are in 
volved, but you are not requesting, nor toe ave you received, funds from 

those De partme nts. Tagree with Mr. Natcher that the farmer is being 
used as a “whipping boy,” because that is charged to the farmers as a 
4 

Mr. Tennant. I might say that if we did carry on any large-scale 
wditing for any other Government agency we would request a reim 
bursement. 

Mr. Passman. If these additional people are employed, would they 
be in addition to the 43.600 already in the agency ? 

Mr. Tennant. That is correct. 


COOPERATION BETWEEN ICA AND GAQ AUDITORS 


Mr. Passman. Do your auditors cooperate with the GAO auditors 
when they are abroad ¢ Do they work jointly ? 
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_ ; : a M 
Mr. Tennant. We cooperate with them 1f they request it. They ; 
. . - . the 
often work alone. \ 
Mr. Passman. But you do not have joint audits, where you file a | 
joint report ? 
Mr. Tennant. None that I know of. 
Mr. Passman. You report to the executive branch and the GAO \ 
reports to Mr. Campbell, the Comptroller General. \ 
Mr. Tennant. Yes. Fel 
Mos 
Conrracrs Wirn GoveRNMENTAL AFFATRS INSTITUTE Ta 
Mr. Narcuer. Mr. Kunze, will you now give us the information con- 
os 
cernine the question I put to you aw hile ago 4 tat 
Mr. Kunze. Yes. We have two contracts with the Governmental a 
. TO) 
Affairs Institute. | ; 
j l 
\ 
ENGLISH LANGUAGE PROFICIENCY TESTS | \ 
’ 


One ealls for evaluation of the tests oven to ascertain English 
language proficiency prior to beginning language training 1n the | Pp 
United States. This is a test that is given to foreign participants be 
fore they come to the United States to determine whether they know 
English well enough to permit them to come or not. 

Mr. Natrcuer. As I understand, the Governmental Affairs Insti 
tute wives these tests abroad / 

Mr. Kunze. No: they do not. 

Mr. Narcuer. Where are they given ? 

Mr. Kunze. The tests, I believe, are given by our own missions 
in the COUNTYY prior to authorizing the participants to come. This is 


for the purpose of evaluating whether the tests being given were 0 
realistic and accomplishing the purpose for which they were intended ec 
Mr. Narcuer. It was checking up on the tests / " 
Mr. Kunze. Yes. 
Mr. Narcuer. What isthe amount involved / 
Mr. Kunze. Not toexceed $20,000. 
Mr. Narcuer. Is that for fiscal year 1960 ? 
Mr. Kunze. That contract was entered into on June 25, 1959, and 
willexpire June 30 of this year. ot 
CONTRACTS RELATING TO FOREIGN STUDENT AND LEADER EXCHANGE 
PROGRAM 
Mr. Narcuer. Do you have any other contracts with the Govern 
mental Affairs Institute or any other institute or organization along 
this line. I mean for assistance in the foreign student program or 
the foreign leader exchange program or any other program pertain 
ing to the matters that we have been receiving testimony on tod: iv! “ 
Mr. Kunze. On the second question you asked, 1 would have to make % 
2 full examination of all our records to find out whether or not we 
did have any contracts in this field. This we will do for you, but 
it would take a considerable amount of survey to go through all the f 


contracts we have to identify those that might fit in this category. 
Mr. Narcuer. Do you know how much money is involved ¢ 
Mr. Kunze. No: IT cannot tell you offhand. 
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Mr. Narcner. Do you have any other contracts or agreements W ith 
the Governmental Affairs Institute / 
Mr. Kunze. Yes, we do. 


CONTRACT INVOLVING THE PLAN ORGANIZATION OF TRAN 


Mr. Narcuer. Explain to the committee what they are. 

Mr. Kunze. We have one other contract that was entered into on 
February 12, 1957, and will expire June 30, 1960. It is for the pur- 
pose of giving advice and guidance to the plan organization in Tran. 
Under this contract GAL furnishes up to 13 management. specialists 
in various fields. Some of them are specialists in organization and 
methods, personnel administration, accounting, auditing, budgeting, 
statistics, and reports. ‘This is strictly to the plan organization of the 
Government of Iran and does not involve any participant activities 
at all. 

Mr. Narcuer. What is the amount involved ? 

Mr. Kunze. The total amount involved is not to exceed $1,113,000. 

Mr. Narcner. $1,113,000, and this contract has extended now over 

period of 3 vears / 

Mr. Kunze. About 31% vears. 

Mr. Narcuer. How many people are involved ¢ 

Mr. Kunze. Thirteen now. That is, 13 people going over to Tran. 


DURATION OF CONTRACT 


Nr. Narcuer. Is that the usual procedure for your contracts from 
the standpoint of time’ This contract extends over 3 years. 

Mr. Kunze. No. The original contract was for a shorter time. 
The last amendment, which was the seventh amendment, extended it to 
June 1960. Before that, it expired In September of last year. Our 
ontracts do not normally exceed a maximum of 3 years. 


NECESSITY FOR SERVICH 


Mr. Narcuer. Do you feel this service is necessary / 

Mr. Kunze. This is not a question which I would be qualified or 
prepared to answer. The program was developed and approved by 
other people. 

Mr. Narcuer. Are any of you gentlemen qualified to answer that 
one ’ 

Mr. Gran. This contract presumably was financed out of technical 
cooperation funds and while I do not know the details of this par 
heular contract, we will be prepared to testify on it when we come 
ip with technical cooperation and go over it country by country. 

| might say obviously a request of this size goes through a con 
siderable screening process. Initially there will be a request by the 
government. It 1s screened by our technical office in the field and by 
the mission, and in Washington it Is screened by our technical office 
and our regional office here, and it goes through other review pro- 
cedures before it is agreed to make available this amount of money 
for this purpose. 
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REQUEST FOR COPY OF CONTRACT WITH GOVERN MENTAL AFFAIRS INSTITUTE 


Mr. Narcner. Since this matter was brought up today and is of 
considerable interest to me and to other members of the committee, 
[ believe, Mr. Chairman, with your permission, we ought to have this 
contract produced so we can see the terms of the contract, rather than 
extend this matter until we take up technical assistance. I think it 
ought to be done tomorrow, Mr. Chairman. 

Mr. Passman. Can you make available a copy of the contract 
tomorrow ¢ 

Mr. Kunze. With the seven amendments, I assume. 

Mr. Natrcuer. And be prepared to discuss it. 


REQUEST FOR COPIES OF CONTRACTS WITH EDUCATIONAL INSTITUTIONS 


Mr. Passman. And in addition to that, may we receive a copy of 
vour contracts with Boston University, if anv; with Johns Hopkins, 
if why ; and with other institutions, if any 4 Bri ng coples of all these 
contracts so that the committee may look at them and see how far we 
are involved, to what extent we are obligated. 

Mr. Granv. These are contracts for training American personnel! 

Mr. Passman. Yes. Provide the information Mr. Natcher has re 
quested, but while we are on it we should like to discuss further the 
very expensive contracts you have with Boston University and Johns 
Hopkins. 

Mr. Anprews. And American Management Association, 

Mr. Passman. Yes, or any other contracts you may have to train 
these people, so that we can see just how f; ir we are obligated. Could 
you make those available to us tomorrow / 

Mr. Grapy. Yes,sir. 

IRAN CONTRACT 


Mr. Narcuer. Mr. Grant, I want vou to look at the mutual security 
program justification book, the unclassified book, which Mr. Merrill 
will supply to you. 

Mr. Grant. Which volume, sir? 

Mr. Narcuer. Volume 1, page 149. 

Mr. Grant. This is the technical cooperation presentation book. 

Mr. Narcuer. On that page you find certain amounts and certain 
‘ontracts involved. I wish vou would point out to me the contract 
we have just discussed, This is Iran. 

Mr. Grant. I might mention that this covers those projects for 
which funds are requested in the forthcoming vear, fiscal year 1961, 
so it is quite possible that the prior year funds were used to fund this 
and no additional funds will be required in 1961. 

Mr. Narcuer. Mr. Grant, you have $1,113,000 involved and this Is 
8 continuing program because your contract extends over a period of 
3 years. Somewhere in this justification book you should show the 
amount involved. It should be disclosed somewhere, either on this 
page or on some other page. 

Mr. Grant. This will only show the projects for which funds are 
requested in 1961. Now we have an open projects book which shows 
al] er projects for which there are unliquidated obligations of a 
‘ertain amount as of June 30, 1959. 
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It was just brought to my attention by Mr. Kunze that this particu 
lar contract comes to a conclusion at the end of the current fiscal year, 
so that if it comes to a conclusion at the end of this fiscal year there 
would be no carryover of either prior obligated funds or need for new 
funds. 

Mr. Anprews. Will the gentleman yield? 

Mr. Narcuer. Yes. 


AMOUNT TO BE EXPENDED 


Mr. Anprews. You say you are authorized to spend not more than 
$1.113.000 for the 3 -year contract ¢ 2 

Mr. Kunze. Yes, sir. 

Mr. Anprews. How much will you spend for that contract? Will 
you spend the total amount authorized ? 

Mr. Kunze. If the budget estimates were good, they would spend 
ip to the ce ‘ling. I doubt they will, however. 

Mr. Anprews. I wish you would supply for the record what amount 
of the 81,113,000 will bee ‘xpe nded. 

Mr. Kunze. We can give you a factual figure of what has been ex 
pended up to this time. 

Mr. Anprews. And what you expect to be unexpended as of the’end 
of the fiseal year. 

Mr. Kunze. That will be strictly a guess, the last part. 

Mr. N aTcHER. As I understand, the contract with the Governmen- 
- a ‘urs ee 

-Kunze. That is correct, 


IDENTITY OF CONTRACT FOR $1,100,000 


Mr. Narcner. Mr. Grant, in the justifications in your ICA list for 
fiscal year 1961 major active projects on page 80 under pipeline con- 
siderations you have “Contract services, $1,100,000" with contract 
terminating August 30 of 1960. What contract is that, Mr. Grant ? 

Mr. Granr. This may be a separate contract. 

Mr. Narcuer. Could that be another contract with the Governmen- 
tal Affairs Institute, $1,100,000 instead of $1,113,000 7 

Mr. Grant. Superficially that would seem to be the same contract 
but I have not correlated it by the name of the contract. This we could 
identify rather rapidly. 

Mr. Narcuer. As T understand. Mr. Chairman, the contract will be 
produced in the morning and at that time you gentlemen will be pre 
wired to testifv not only as to this contract but as to any and all con 
racts along this line with the Governmental Affairs Institute or any 
oher institute in connection with this program. 

Mr. Passman. That is correct. 

Mr. Narcurer. We would like at that time for you to tell us if this is 
one and the same contract or if it is a different contract. You have an 
expiration date here of August 30 and you have a different amount, 
vou have $1,100,000, so it must be a different contract. 


Mr. Passman. Trvo different amounts and two different expiration 
dates. 
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EVALUATION MADE BY GAI \ 
Mr. Narcuer. I would like to have a copy of the evaluation made by 
the Governmental Affairs Institute. You can submit that in the \ 
morning at the time you submit the contract. adh 
Mr. Kunze. They may not have completed that yet, sir, since the ait 
contract does not e xpire until June. Tr 
Mr. Narcuer. Do you have any progress reports at all a 
Mr. Kunze. We will see. a 
Mr. PASSMAN. You would not issue il check In payment ot a con- Pa 
tract without a progress report: would you 4 as 
Mr. Kunze. We might well have reimbursed GAI for ee salary 
expenditures on a current basis in anticipation of a report, 
Mr. Passman. Would that not be an unusual Seat eka just to i 


accept their word that a certain amount was due and pay for it, 
without their having to vouch for the fact it was expended for that 
purpose ¢ 

Mr. Kunze. I would prefer to look at the specific contract, rather 
than conjecturing, Mr. Chairman. 


REQUEST FOR NAMES OF OFFICERS AND STAFF OF GOVERNMENTAL AFFAIRS 
INSTITUTE 


Mr. Anprews. Mr. Chairman, I think we should have some informa- 
tion about this organization, this Governmental Affairs Institute. Sey 

Mr PASSM LN. Yes. Please prov ide the hames of the president and 
key officials. 

Mr. Anprews. What kind of organization is the Governmental 
Affairs Institute / 

Mr. Kunze. It isa nonprofit institution. That is all I know offhand. 

Mr. Anprews. Are they former Government employees who or 
ganized this institute? 

Mr. Kunze. I cannot give you that information. 

Mr. Passman. Do the officers serve without compensation / 

Mr. Kt NZE. Wew il] haveto look it up and see, 

Mr. Natrcuer. Mr. Andrews, I have here a list of names I would 
like to ask Mr. Kunze about in answer to your question and also the 
question I have in mind as to whether he has heard of any of these 
people. The officers of the Governmental Affairs Institute listed on 
thissheet I have are: 

Kdward Litchfield, chairman of the board. 

Do any of you know who he is? 

None of you know who he is. 

How about Mr. Gulick, who seems to be the president of the organl- 
zation, 1726 Massachusetts Avenue, NW., Washington D.C 

None of you knows who he is. 

What about Richard Woodrutl, who seems to be the treasurer’? Do 
any of you know anything about him / 

Do any of you know anything about the officers or anyone that is in 
charge of this nonprofit institute? Do you know anything about 
anyone who is in charge, any of you / 

Mr. Kunze. I do not. 

Mr. Gravy. I donot. 
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Mr. Passman. Does the inspector general know about that? 
| Mr. Murrny. I donot. 
y Mr. Narcuer. Mr. Chairman, that is all IT have at this time. 
he Mr. Passman. I want to indicate that it is questionable to enter 
nto a contract involving more than a million dollars and not a single 
witness knows or has heard about a single officer of the organization. 
Try to get some information on that because we could have some red 
faces if we made an investigation and found the wrong people were 
operating it. Is that not correct ! 


” (The following information was subsequently furnished for the 
record “a 

ry GOVERNMENTAL AFFAIRS INSTITUTE 

to IRAN CONTRACT 

: Present field staff: 

It, Wilson F. Harwood, chief of party 


lat T. Karl Hemphill, O. & M. adviser. 
John B. Massen, O. & M. adviser. 
Charles E. McNealy, budget and accounting adviser. 
Karl H. Loring, auditing adviser. 
Richard V. Woodruff, personnel adviser. 
Cecil R. Harberson, statistical and reports adviser. 
[RS Frank S. Skowronski, training adviser. 
Thomas H. Cox, manpower adviser. 
Harold M. Deas, procurement adviser. 
Mabel Georgion, records management adviser 
Janice Griffith Carlson, administrative secretary 
Senior committee: 
nd Edward Litchfield, chairman 
John Corson, member. 
Luther H. Gulick, member. 


tal Home office coordinator: Philip Mettger. 
Previous field staff members (no longer employed under contract) : 
id, Harry F. Gracey 
oF M. Scott Myers. 
Paul Banning. 
Clifford C. Hulse 
GAI ConTRActT 
Previous employment record 
ild PAUL D. BANNING 
he 
pce Employer Job title Salary 
on c 
955-57 Harold J. Lawlor, CPA Accountant $100 per week 
47-54 l'reasury Department Chief disbursing officer, GS-lI¢ $12,400 
4647 do Assistant chief disbursing officer, | $9,376.50 
CAF-14 
do Deputy Director, CAF-15 $9,975 
io Chief accountant, liquidation | $9,37¢ 
officer, CA F-14 
Be 434 U.S. Army Lieutenant colonel 
n 41-4 rovernment Printing Office Assistant to Public Printer, | $8,225 
CAF-l4 
13-4 reasury Department Chief accountant and Assistant | $7,006 
Commissioner, CAF-14 
Do 437-39 Social Security Board Director, Bureau of Accounts and | $7,000 
f Audits 
37 lreasury Department Head, Central Accounts Division $6, 20K 
. 933-35 Farm Credit Administration Chief accountant $6,200 
1n 130-33 U.S. Bureau of Efficiency Chief investigator $6,200 
J28-29 do Associate chiefinvestigator, CAF $4,600 
put 12 
720-28 do Investigator, CA F-99 $3,400 
Jand- 2t lreasury Department Chief of section $4,000 
24 ic Assistant chief of section $3,800 
F235 io Auditor $3, 00 
v9 Quartermaster, U.S. Army Clerk $1,500 


v1 War Department Accountant $1,500 





Dat 
I to 
pres 
ent 
1949-5 





146) 
442-46 
1940-41 
1) 
iS 
1—5t 
51 


1946-47 
43-46 
42-43 

1939-42 


1950-51 
1949-50 
1947-48 
1946-47 
1942-4 
1941-42 
1939 
1937-39 
1936-37 
1934-36 
1934-35 
1034 
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Previous employment record—Continued 


H. PHILIP METTGER 


Employer Job title 


Vice president and secretary 


+ 


HICOC (Office of Public Affairs, | Deputy chief, Office of Public | $10, 30¢ 


Bad Nauheim, Germany Affairs 46-5 
OMG, Berlin, Germany Chief, Legislative Branch $10, 30 
OMG, Stuttgart, Germany Food and agriculture officer $? (CAF-14 
Department of Agriculture Budget and management analyst $? (CAF-14 
Department of Labor Personnel assistant $? (CAF 13-14 
Student, Syracuse University 
General Finance Corp Clerk and credit manager $1 , 50 

r. MARL HEMPHILL 

National Science Foundatior Administrative officer, program | $9,635 


inalyst, GS-13 
Naval Research Laboratory Budget and procedures analyst, 
j GS-10, 12 


Bureau of Ships (Navy Department Physicist, electrical engineer, 


ern, GS-5, 9 
Lockheed Aircraft Cory Los An- Assembler, timechecker 
\ : e ( I I Ar La sistant, g va 4s 
ous 4tr 4 
\ ling D Box ( 44 


WILSON F. HARWOOD 


4d ministrative officer, CAF 13-14, | $9,2W 








GS-14 
Naval Research Laboratory Head, Budget and Management $7,102 
CAF-13 
Bureau of the Budget Administrative analyst, CAF-10, | $5,180 
11. 12 
N Re irces Planning B Pe nme flicer $3,800 
National Youth Adn strat 4 nt Dire ith | $2,700 
sonne 
Pr te tr Sar Francisco 
( alil 
CHARLES E. MacNEELY 
USAF Systems accountant, GS-15 
Department of Commerct ; nalytical statistician, GS-15 M 
Department of State Property Specialist, FSS-3 $7,71 
U.S. Army Chief Auditor, GS-13 (P-6 $7,600 
U.S. Arm Busine specialist, GS-12 (P-5 $6,400 
U.S. Army Financial specialist, GS-11 (P-4 $5,700 
USAF . Statistical control office I $5,000 
U.S. civil service Representat $2, 30 
SEC vecithe Clerk $1,440 
Social Security Board Tabulating machine operator $1,440 
Ohio State University Chief clerk, part-time 
Wehrle Stove Co Enamel sprayer 


Northwestern Mutual Insurance Co _| Insurance salesman 
Pure Oil Co Typist 
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Previous employment record—Continued 


RICHARD WOODRUFF 


Employet Job title Salary 


GAI 


( 


New 


Education, 


lo 
York 


Stat 


Albany, 


Department 


Be 


lreasurer 
Senior st 
Associate 








personnel administrator 


$10,000-$12,500 
$8 ,000-$10,000 


$5, 700—$6, 200 








« New York State De partment of Senior personnel 1dministrator $3,700-$5,000 
Taxation and Finance, Albany, 
mM. x 
OPA Placement oflicer $4,902 
$ New York State Department of | Personnel administrator $1 ,800-$3,700 
Taxation and Finance 
KARL H. LORING 
58 Litchfield, Whiting, Tehran, Irar Comptroller $14,000 plus 00 
housing 
omas G. Burke & C Senior accountant, then partne $7,000 plus incom 
private practice 
Martin Kortjohn & Co Senior accountant $4,500 
| Guy B. Panero Engineers Chief accountant $4,160 
1s Martin Kortjohn & Co Junior and semisenior $2,800 
$ U.S. Army 
44 Martin Kortjohn & Co Junior accountant $1, 50 
$ Pace Institute Clerk $1,250 
42 ernard Ulman & Co Stock clerk $830 
JOHN B. MASSEN 
7 t fSa Tose Assistant citv mar $879 per month 
Jose State ( ext Assistant professor $592 per semeste 
te iti City Managers Asso None $150 1955 $100, 
Ind 
idget d Stat I Budget examine! $250 pe 
PAS-Chicago Staff assistant $175 per mont 
2 national ¢ M gi \ do $150 pe 
Lsalcty ( l Secretary, Commi $17 
Driving Hazard 
f Chicago, Committee on rraftic techr $166.66 pe 
I ut Safety 
CLIFFORD C. HULSI 
f ( merce Staff assistant (fir $ I 
ist), GS-14 
l Chief, Accounting D > t 
‘ ) t t of State Assistant Chief, O $8,478 
ind Finance, GS 
Security Agen¢ Senior budget exan $5,404 
? easury Department A ccountant-in-charge 30, 004 
Various Val 
MARVIN MYERS 
S( |} Associate professor of pi $11,500-$12,750 
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Previous employment record—Continued 


HARRY F. GRACEY 


Employer 


Jay Manufacturing Co 


Self-employed 


E. Hay & Associates 


SKF Industries, Inc., Philadelphia, 


Pa 
RCA 
War Manpower Commission 
Pear her In various St hools 


JANICE 


National Fertilizer Association 


nndati 
oundation 


t of Health and Welfare 





MABEL 


HAROL 


Electric, Mexice 


General Electric, Ohio 


U.S. Army 

Elliott Co 

Abbott Lab 

John B. Daniel & Co 


THOM 


Virginia Polytechnic Institute 
University of Pennsylvania 
Department of Labor 

George Washington University 
Louisiana State University 
Department of Commerce 

War Manpower Commission 


National Resource 
South Dakota State College 


advancement of educa- 


Western Reserv 


vision of Joy Manu- 


Planning Board 


Job title 


Director, Personnel Development 

Consultant, Jay Manufacturing 
Co 

Consultant . 

Director, Management Develop- 
ment. 

Manager, education and training 

Resident director 

Teacher, department head, gu 


4 e counse 


GRIFFITH 


Administrative secretary to Vice 
President 


Research assistant and secretary 


Secretary to Vice President 





GEORGION 


Chief, general files and corres 
ence 
Lieutenant (jg 


Ensign 


D M. DEAS 


Assistant general manager 


Manager of materials and manu 


¢ 





lactur 
Product control manager, fa 
ities ineering supervisor 


project coordinator 
Production superintendent il 


development manager 





Assistant plant manager 
Branch manager 
Assistant buyer 


AS H. COX 


Head, Business 
Department 
Professor of Management 


Administration 


Chief, Industry Section, Bureau 
of Employment 

Professor of management 

Professor and head, Management 
Department, College of C 
merce 

Regulations business consultant 

Regulations chief, program de 
velopme nt 

Senior planning technician 

Associate professor 





Salary 


$10,000 
$15,000 


$12,000 
$10.000 





$6,000 
$4,300-$5,000 
$1,500-$3,000 


$3, 40K 
$80 per week 
$3 HK 


$3 600-33 900 


$2. 916 


$3 066 


$2, 160-$2,640 


4 


$14,400 


$12,001 
$10,000 
$7. 206 


$10,006 


$8 520 
$14,400 plus al 

lowance 
$9,120 


$1,800 


$7,100 plus summer 
school $1,200 


$6 000 
$7,400 
$5,200 
$4,200 


oA eo 
§ 
i 
) 
l 
1 
ect 
5 
47-45 
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Previous employment record—Continued 


FRANK S. SKOWRONSKI 


Employer Job title } Salary 


Overseas Training and Research Associate director of studies. $8,000-$8,600. 
Division, GAT. 


National Income Division, Depart- | Training officer (economics) $5,700-$6,280. 
of Commerce. 


3919th ABROM, APO 129, c/o Post- | Education officer (administrative) 
master, New York, N.Y. 


CECIL HARBERSON 


Northrop Aircraft, Inc_- .......-.| Statistical analyst......-- $125 per week. 
$194 per week. 
HUA bus > fagoes ea _.| Chief, Reports Section, mission to | $5,370 to $5, 907. 
Greece. 
Reports analyst, mission to Greece_| $4,830 to $4, 830. 
Graphic reports assistant, mission | $4,290 to $4, 290 
to Greece. 


Cc rey planning commission, Pomona, | Planning technician $110 per month. 
‘alif 


Cc ity planning commission, Fuller- | Research assistant-._..-- . $300 for period. 
ton, Calif. 


Mr. Gravy. That is right. We just sent someone in a hurry to get 
information on the phone. We will get that information for you. 
Mr. Passman. Is that not the function of the contract officer ? 
Mr. Kunze. This is only one of over a thousand contracts. 
Mr. Passman. But here you have a contract involving more than a 
million dollars right here in Washington; some of us pass by it. almost 
every day, and we do not know a single individual connected with 
the organization, what they represent, or where they come from. 


OFFICIALS RESPONSIBLE FOR AND PRESENT WHEN CONTRACT SIGNED 


Mr. Narcuer. I have one other question. 

Mr. Kunze, can you tell me who handled this contract for ICA with 
the Governmental Affairs Institute, and who was present at the time 
the agreement was made. I am talking about the 1957 agreement. 

Mr. Kunze. I cannot tell you offhand who signed it. Doubtless it 
was myself or Mr. Kessler, my deputy. 

Mr. Narcuer. But you have no recollection as to who represented 
the Institute ? 

Mr. Kunze. My recollection is this was cone on the basis of com 
parable proposals we received from a number of different firms, one of 
which was the Governmental A ffairs Institute. 

Mr. Passman. Do vou mean to say you conduct no investigation as 
to the caliber of individuals who operate an institute before you 
award a contract to them / 

Mr. Kunze. No, sir; I do not mean to imply that. I am sure we 
did satisfy ourselves that GAT were responsible and were equipped to 
handle this specific job. 

Mr. Narcner. Thank you. 

Mr. Passman. We shall recess until 10 o’clock tomorrow morning. 
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Fripay, APRIL 22, 1960 


Mr. Passman. The committee will come to order 

| do not think any Member of Congress should ever need to apologiz 
for his persistence in trying to represent his constituents and_ his 
country well. Regardless of the disagreement we may have with 
those in the executive department, numbering some 2 million of 
more, the 437 Members of the House and the 100 Members of th 
Senate are the direct representatives of the people and are charged 
with the responsibility of handling the legislative affairs of this country 

Fortunately, the people downtown do not write the bill 

If the Congress and the Appropriations Committee keep giving 
In to the executive branch and those they have trained to writ 
legislation, and who bury in the legislation things that are found 
vears later to be wastefully expensive, it will be our own fault 

We are not at all satisfied with the cooperation we have beet 
receiving from certain quarters in the ICA during the hearings this 
vear. 


INFORMATION ReQueEestED ON DLF Progecr 1x Morocco 


If it should again become necessary to recess the committee, and 
to take a subcommittee to Moroceo to find out whether or not th 
intent of the Congress is being carried out with respect to th 
development loans, that we shall do. 

Several times I have asked for pertinent information relative to 
this Development Loan Fund project in Morocco, with the imaginary 
benefit-to-cost ratio of 1.01 to 1, and I have either failed to make 
myself clear as to what the committee needs or else the witnesses 
on the other side of the table are just furnishing it piecemeal in the 
hope that we will not follow through on it 

So, specifically, we want the name of the engineer on the job at 
the project site who had the responsibility of making the surveys 
and cectifving to the accuracy of these figures that came in 

We have a Mr. Dale Harper. He is the De velopment Loan Fund 
engineer, We should like to have the background of Mr. Dale 
Harper, where he did engineering work prior to going with the Devel- 
opment Loan Fund; whether he is a graduate of the engineering 
school of the Army or the Air Foree, and whether or not it was his 
sole responsibility to go to the site to survey, or verify through proper 
channels the accuracy of the information. 

We want to know the engineer who is on the site, so we can question 
him as to how he arrived at the land value, and how he projected 
this thing into the future to be eble to ascertain that the benefit-to- 
cost ratio would be that listed on the sheet given to us. We want to 
know how much experience he has had, and some of the other projects 
he has engineered in the past. I hope we can get along and you will 
give us the information we are requesting. We are going to follow 
up on it. I hope you will give us all the information we have re- 
quested on this one project with the benefit-to-cost ratio of 1.01 to 1. 
If you will give us that information we will then be able to schedule 
a day of hearings on this particular project. 

You carry an interest rate on the loan far below what the Govern- 
ment is paying for money, in order to be able to establish a favorable 
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ratio, and you have listed benefits to be derived from the project 
that are extremely uncertain. There is a serious question as to 
whether they have priced the land per acre in accordance with its 
actual value. Information we got in a telegram from that area 
ndicates that the price per acre stated is about two and a quarter 
times its actual value. That we are trying to determine. That we 
intend to determine. We are not going to be sidetracked. 

When we recessed the committee yesterday you were examining, 
Mr. Natcher. 

Mr. Murpny. The statement you made, when read by people who 
pick up the hearings at a later date, I am certain is going to be con- 
strued as an indication of a lack of desire on the part of the executive 
branch to cooperate with the committee, and of course that is not 
the case. And I would like to make certain the record is not left in 
that fashion. 

As you are aware, when you asked for the calculation of that 
benefit-to-cost ratio originally we offered to provide the complete 
project files. In fact, we did provide the complete project files. We 
brought the engineer up here together with the Assistant Deputy 
Managing Director for Operations of the Development Loan Fund. 
We had them standing outside the committee room waiting for them 
to come in. 

Mr. Passman. When did that happen, and when did you bring the 
engineer? 

Mr. Murpny. | brought the engineer up about 2 weeks ago. | 
an find out the precise date. I had them standing outside the com- 
mittee from 11 o’clock in the morning by arrangement with the staff. 

Mr. Passman. The chairman did not know anything about the 
engineer being out there. I want to say to the gentlemen that the 
record is clear in previous vears that you did not provide much of 
the information the committee requested. 

Mr. Murpny. I want to be sure the executive branch’s position 
on this subject is made clear. 


DLF ENGINEERING STAFE 


Mr. Passman. Did you bring the engineer from Morocco? 

Mr. Murprnuy. There is no engineer in Morocco. 

The DLF does rot have a field staff: they do not have engineers 
overseas. Their engineering staff is in Washington; and when it is 
necessary for them, in the course of a job like this, to be on the site 
they travel to the site to do the job. 

Mr. Passman. This was engineered here in Washington, and the 
benefit-to-cost ratio established? 

Mr. Murpuy. No. The basic engineering on all these projects ts 
done by other than the DLF. The DLF engineering staff s mply 
reviews the engineering of the project which has been done by other 
engineers. 

Mr. Passman. The man you had outside was the DLF engineer 
here in Washington? 

Mr. Murpuy. That is right. 

Mr. Passman. What we want is the engineer who was on the site. 
We want the name of the engineer on the site, who can say——I was 
there; | established these values; I am familiar with that section of 
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the country, and by assessments and other information I arrived at 
this estimate 

Mr. Murpuy. This is our problem: When we pin down exactly 
what it is vou want, we will make every effort to supply the informa- 
tion. 

Mr. Passman. Do you understand what we want? We want to 
know the name of the engineer, or engineers, the engineering firm 
that actually did the surveving and came up with these land values 
and the value vou would receive from this reclamation project in the 
future. 

Mr. Murpny. That is what I thought vou wanted originally, but 
vesterday afternoon I asked vou specifically 

Mr. Passman. When? 

Mr. Murpnry Yesterday afternoon [| said Mr. Chairman and 
we can check the record I was under the impression vou wanted to 
know who did the basic engineering Now do | understand vou want 
the man who did the benefit-to-cost ratio ealeulation? 

Mr. Passman. Do you understand what I want now? 

Mr. Murpuy. My understanding is now vou want the name of the 
firm that did the basic engineering of the project 

Nir PASSMAN | said we wanted the hame of the engineer, or en- 
gineers, the engineering firm which went to the site in Morocco to 
take the responsibility for establishing these land values and _ estab- 
lishing the return that vou will get from the land when it is once put 
into cultivation. 

Mr. Murpuy. Your question implies again a difficulty for me. | 
am not trving to be difficult; I am trving to satisfy vou 

Mr. Passman. We want the name of the engineer, or engineers 
and/or the engineering firm stationed out there in Morocco who had 
the responsibility of checking land values, the feasibility of the project, 
so we may find out how this high value per acre for this land in 
Morocco. which is far in excess of the roing rate out there, was 
computed 

Mr. Murpuy. The firm that did the engineering for the Moroceat 
Government on this project ean easily be identified, and | will identify 
it 

Mr. Passman. Will vou give us the engineers who will accept th 
responsibility, and who signed the report in Morocco? I will not be 
satisfied with any desk engineer downtown 


ONSITE INSPECTION BY DLF ENGINEER 


Mr. Murpny. There is no engineer in Morocco working for the 
U.S. Government on this project. The engineering staff of the DLF 
is confined to the Washington headquarters. The DLF has no field 
offices, so anv engineering vou get on this project by the DLF is 
going to be done by a man who is headquartered in Washington 
The man who has done the engineering for the DLF on this project 
is Mr. Dale Harper. He is the man I had up here 

Mr. Passman. Has he been to Morocco? 

Mr. Murpuy. I do not know. This is the first time vou have asked 
me the question, and IT will be happy to find out 

(The following was submitted for the record: ) 


In late June and early July 1959, Dale E. Harper, DLF engineer, made an on- 
l pectior of the proposed lower Moulouva irrigation provect ! \Ioroeco 
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He inspected certain key areas on the ground as well as from the air in a light 
plane made available for this purpose. Part of the inspection covered land 
already under irrigation in the lower Moulouya area, in order to investigate 
existing project works and performance and to assist in judging the potential of 
the proposed project area. Mr. Harper conferred with engineers and other officials 
of the Morocean Government as well as with USOM officials and reviewed with 
them the technical data submitted in support of the project. The inspection and 
conferences confirmed the information in the agricultural feasibility report made 
by Dr. Watenpaugh and Mr. Isler as well as other engineering data transmitted 
to DLF for review. 

Mr. PassMan. We have finally established that this was engineered 
and worked out here in Washington, and not in Morocco? 


BASIC ENGINEERING ON LOWER MOULOVYA IRRIGATION PROJECT 


Mr. Murpny. Wait a minute. I did not say the engineering was 
done in Washington. The engineering on this project undoubtedly 
was done in Morocco by a firm of engineers in the employ of the 
\lorocean Government. 

Mir. Passman. The Moroccan Government? 

Mr. Mtcrpny. They are the applicant for the loan, and they have 
the responsibility for doing the basic engineering in connection with 
any project for which they care to apply for a loan. The DLF engi- 
neering consists mainly of a review. 

Mr. Passman. Who did the engineering on the ICA project, prior 
to this loan? 

Mr. Murpny. What ICA project? 

Mr. PassmMan. The one in Morocco prior to the DLF loan. 

Mr. Murpuy. Are you certain there was an ICA loan project con- 
nected with this? 

Mr. Passman. Yes. There were two parts. You went back and 
picked up an old project and brought it in so as to bring up the benefit- 
tlo-cost ratio. 

Mr. Murpeuy. I see. This is my first knowledge of that. I of 
course do not know who did the engineering. 

Mr. Passman. You understand it is the responsibility of this 
committee to represent the American taxpayers. 

Mr. Murpny. I surely do. 

Mr. Passman. I think the American people are going to demand 
that vou not run loose with this program. It is going to look pretty 
bad for the record to show that the Government of Morocco did the 
engineering, and our engineers, sitting at a desk in Washington, 
concurred and took their figures and worked up a_benefit-to-cost 
ratio sheet and submitted it to the Congress, and that is supposed to 
be sufficient for us. 

Mr. Murpuy. I am not sure the record will show it. | think the 
record will show the basic engineering on all these projects where 
there is a loan application will be the same as that for the Export- 
Import Bank, the International Bank for Reconstruction and Develop- 
ment; in fact it is the same for commercial banks. 

Mr. Passman. On the Export-Import Bank you have the former 
Chief of the Corps of Engineers. He is the head engineer. 

Mr. Murpuy. But he is not doing the engineering of the project. 

Mr. Passman. He goes out in the field. 

Mr. Murpny. He may, and certainly the DLF engineers do the 
same, but the basic engineering on all the projects, and I think it is 
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standard practice, is usually done at the expense of, and by firms 
selected by, the loan applicant. This is normal. I will be happy to 
find out who it was the Government of Morocco had to do the basic 
engineering. 

(The following was furnished for the record :) 


ENGINEERING Data on LOWER Movunovya River Prosect 


Technical supporting data for projects or programs proposed for DLF financing 
are normally prepared by the prospective borrower. It is the latter’s respon- 
sibility to support his proposal with the information required to enable the DLF 
to determine that the activity is soundly conceived and economically and tech- 
nieally feasible. The Development Loan Fund, in approving a loan, conduets 
a thorough review of all pertinent data in order to make the judgment that the 
data is reliable and that the project is oe _ a project such as the Lower 
Moulouva River project, where loan funds a » be used in the construction of 
an irrigation system, the DIF is required by st: aoe to ascertain that the project 
meets “the star \dards and criteria used in determining the feasibility of s uch a 
project proposed for construction within the continental limits of the U ited 
States as per Circular A—47 of the Bureau of the Budget.” 

In this project, using the data prepared by the various engineering and agri- 
cultural consultants in Morocco, and verifving the data on the site and through 
comparison With other projects, and based upon their previous experience the 
DLF engineering staff, computed the ratio of benefits to costs in the project to 
be financed. 

The ratio of | ene fit 3 to costs for the entire lk wer Moul OuVa River project, of 
which the DLF loan is financing an identifiable phase, is 1.6 to 1. The DLF 
considered that it should satisfy itself that the standards laid down in Bureau of 
the Budget Circular A—47 were met both with re spect to the entire unde rtaking 
and with respect to the project as it will stand at the time of completion of th 
work to be perform d under the DLF loat the ratio of benefits to costs on the 
project at this stage, taking into account only the direet agricultural benefits 
1.01 to1. This computation attributes no value to the secondary benefits which 
are likely to accrue, such as flood control, domestic, and industrial water supply 
and power pote ntial benefits which ean be included for domestie projects under 


Circular A-47. The computation was more rigid in certain other respects that 
the Bureau of the Budget circular’s standards. The DLF used interest rates of 
3'4 percent while the rate used in evaluating domestie projects is currently 24 
percent. The DLF evaluation thus results in higher estimates of annual costs 
than do domestic projects evaluated under the circular. The computation meth- 
ods used by the DLF were checked with the Bureau of Reclamation of the Depart- 


ment of the Interior. 

The difference between the ratio on the current phase and the ratio for th 
entire project is due to the inclusion in both computations, on the cost side, of the 
eost of construction of the major dams, which is incurred in the early stages of 
the work and before the entire irrigable area comes under irrigation. Doing both 
computations applies a rigorous standard in determining the ratio of costs and 
benefits of the project as it will stand when the work financed by the DLF loan 
is completed. 

The engineering and related agricultural feasibility, soil and land classification 
studies have been prepared by several competent engineers and te chnic il experts 
in these fields. 

With respect to the project approved by the Development Loan Fund, ther 
is indicated below the principal studies and engineering work and the groups 0! 
individuals who prepared them: 

1. Project engineering studies on the Mechra Klila Dam. Prepared by the 
Societe d’Etudes Electriques et Hydrauliques au Meroe (8.E.H.M.), a French 
Morocean firm under contract with the Morocean Ministry of Public Works 
These studies were made preparatory to the submission of an application to the 
DLF. 

2; Agri ultural feasibility eport on the lower Moulouya rrigation project. 
Prepared by the Food and Agriculture Division of the U.S. Operations Mission 
to Morocco (USOM/M). The drafters of the report were H. N. Watenpaugh, 
soils adviser and R. M. Isler, agricultural economist adviser. Dr. Watenpaugh 
was for many years a supervisor of land classification and soil science for the 
U.S. Department of Agriculture and the Department of Interior. Mr. Isler was 
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‘ 


for many years an agricultural economist and soil conservationist for the U.S 
Department of Agriculture. 

3, Soils data.— Data on the soils in the project area were studied and reviewed 
hy Bernard Heusch of the Societe General d’Etudes et de Travaux d’Irrigation 
au Maroe (SOGETIM) a French/ Moroccan organization under contract with the 
Moroccan Ministry of Agriculture. 

$. Land classification data.—Land classification data was prepared by the 
USOM in Morocco on the basis of field trips by USOM technicians and from 
information in studies made by Messrs. Bryssine and Villette (French technicians), 
, report by the Societe General d’Etudes et de Travaux d’Irrigation au Maroc 
SOGETIM) to the Morocean Ministry of Agriculture, and other reports by the 
Ministry of Agriculture. 

5. DLF engineering review.—The Development Loan Fund Engineering Divi- 
sion reviewed all the pertinent data prepared by French and Moroccan engineers 
and technicians and the American soils adviser and agricultural adviser. In 
making its evaluation this Division took into account all of the data submitted, 

msulted with the engineers and technicians who prepared the data, visited the 
site, and compared the project with similar suecessful projects. Based upon this 
review, the DLF engineers made the judgment that the project was soundly 
oneeived and economically feasible. Dale E. Harper is the DLF engineer on 
this project who computed the ratio of benefits to costs. 

6. Specifications for the construction of the works required under the DLF 


were pre pared Hy Moroccan and French engineers in the Morocean Ministry 


y 


Publie Works. Bids were received fre In 14 contractors, none of which were 
it] American firms. ‘The contractor selected is a firm having Spanish and 
Amel! il interests 
7. Enainee ng Cons iltant The selection of a qualified | eo. engineering organl- 


tion as a consultant on the project Was made a condition precedent to the dis- 
irsement of funds under the DLF loan agreement. 

The Moroccan Government has contracted with a U.S. firm, the Hvdrotechnie 
Corp., 32 East 57th Street, New York 22, N.Y., with the approval of the Develop- 
ent Loan Fund to act as engineering consultant on the project The seope of 
sibilities of the Hyvdrotechnic Corp. includes, among such other functions 
| may be assigned to it by the Government of Morocco, the following: 
Review the plans, specifications and schedule of work for the dam, irrigation, 


1 drainage works to be financed under the loan. If satisfactory, certifv that 
said plans, specifications, and schedule of work are satisfactory to carry out the 
roject If alterations or additions to plans and specifications or changes it 
‘hedule are required, the borrower, in consultation with the engineering consult- 

ising to the extent practicable, the engineers and technicians of the borr wer, 
will study and take all reasonable steps to carry out the necessary alterations o1 

\ditions to plans and specifications or change in schedules 

The engineering consultant will assist the GOM whenever necessary in preparing 

tutions to bid on work to be carried out under contract and will review all 
bids received, Contract awards will be certified to by the consulting engineer as 


the most appropriate among bids received in terms of price, quality, time of per- 
formance, and the responsibility of the bidder 
lhe engineering consultant will also provide for GOM whatever other certifica- 
or reports that the DLF may require. 
During the aetive construction phase the engineering consultant agrees to 
prepare and submit quarterly progress reports to the borrower for transmission 
lothe DLF showing actual and scheduled completion dates of design, engineering 


NstructLol and cost of project and indicating percentage of completion o 
hitem and of the overall project; (6) compare the work performed with original 
s specifications, schedules and cost estimates 


Inspection of construction: The engineering consultant shall inspect and review 





work as it is performed and when it is completed for, the purpose of assuring 
compliance and performance are in accordance with the approved plans and 
specifications, feview for adequacy the test procedures which form the basis of 
acceptance of Work and equipment. The engineering consultant will advise the 


borrower of any inadequacies discovered during such inspections and reviews, and 
dorroWer will take such steps as may be necessary to correct all inadequacies 
Contracts for the carrying out of work in connection with any part of the 
project to be financed under the loan will be reviewed by the engineering consult- 
ant and will be mutually satisfactory to the GOM and the DLF prior to being 
awarded * * #* ; 
es 
DLF Loan No. 106, Implementation Letter No, 1, 
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8. Management engineering services —The Development Loan Fund has re. 
quired that the Government of Morocco submit, by January 1, 1961, its plans to 
establish effective management of the irrigation system to be constructed under 
the loan agreement. These plans would be for the purpose of assuring effective 
operation and management of the irrigation system including the proper applica- 
tion of water to the land and the adequate drainage thereof. 

Mr. Passman. I think you know exactly wh: at I want. To be sure 
you know what I want, I am going to commit it to writing as SOON as 
[ get back to the office. I will let it come down to you special delivery, 
and I am going to spell out what I want. We have a lot of informa- 
tion on this projec t, and we are going to find out whether or not this 
is just one of those imaginary things that came up with a questionable 
ratio of 1.01 to 1. 

I can assure you it is not pleasant to quarrel, but we are going to 
represent the people. I do not know what the Congress is coing to 
do, but this committee is going to write this legislation, and this 
committee is going to m: ake recommendations and we are going to 
be able to justify what the committee recommends. And you are 
not just going to be coming in here giving vague information and 
have the committee recommend funds. 


Mr. Natcher? 
ConrTrRAcT witH BrookinGs INstTITU1 


Mr. Natcner. Mr. Kunze, before we take up the matter of the 
contract with the Governmental Affairs Institute and the ICA, | 
would like to know if ICA also has a contract, or contracts, with the 
Brookings Institute? 

Mr. Kunze. We have at least one that I recall. It is in connection 
with a tax problem in Korea, sir. 

Mr. Narcuer. | wish you would just give us the information as 
to the type of contract that you have and oe amount involved and 
the type of service that is being re ie red at this time. 


Mr. Kunze. With the Brookings Institute? I cannot give you the | 


basic details on it, sir. 

Mr. Narcuer. Mr. Kunze, while we are discussing this other con- 
tract, | wonder if you could have one of the gentlemen present here 
get this information by telephone, or messenger, so we can take that 
contract up after this one? Is that possible? 


Mr. Kunze. If it would satisfy the committee I could have the | 
contract brought here in 15 minutes and I could give you better} 


information. 
Mr. Passman. Yesterday we requested that you bring contract 


on all such institutions. If you did not bring that information duet 


may be others. We said bring it on Johns Hopkins, Boston Uni- 
versity 

Mr. Anprews. And the American Management Association. 

Mr. Passman. And we requested that you bring your files on all 
of the people. 


Mr. Grant. May I speak briefly on this? The particular contrac 
that Congressman Natcher was asking about is part of our Technical 
Cooperation Program in Korea. This is the type of testimony as U 


the purpose of the contract, the amount, what our p'ans are, and We 
will be in a better position to give you answers to that if the issue! 
raised at the time we take up technical cooperation for Korea. We 
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can handle it separately. This is one of the problems of taking up 
the functional testimony. There are many hundreds of contracts of 
different sorts. This is unlike the Johns Hopkins and the Boston 
University contract which is for the training of American personnel. 
This is to perform a service in Korea to help the Korean Government 
with their tax structure. 

Mr. Passman. That is paid for out of the technical aid appropriation? 

Mr. Grant. Yes. This is a service that has been requested by the 
Korean Government to improve their tax structure. 

Mr. Passman. I think we should get this information as we request 
it. We cannot fit this into a pattern. 

Mr. Natrcuer. It is important to secure this information at this 
time because our justifications show no continuation over into the 
fiscal year 1961 on the Brookings Institute matter. 

Do vou have anything in your justifications showing the amount 
of the Brookings Institute contract, or contracts, and are you request- 
ing additional funds to carry this matter over into fiscal year 1961? 

Mr. Grant. Let me refer to our technical cooperation presentation, 
volume II] on the Far East and the chapter on Korea should provide 
is with the answer to this. 

Mr. Natrcuer. Mr. Chairman, I am taking too much time, and in 
order to save time | would like at this time to take up with Mr. Kunze 
the matter of the contract with the Governmental Affairs Institute 
and in the meantime, with your permission, | would like for them to 
send and get the contract with the Brookings Institute, or contracts 
and | would like to know just what the contracts pertain to. 

Mr. PassMan. May I say to the gentleman from Kentucky that he 
is not taking up too much time. The gentleman should take all the 
time necessary to clear up some of these matters. Take your time. 
There are billions of dollars involved. 

Mr. Narcuer. Thank you. At this time, if there is more than 
one contract with Brookings I would like to know about that also, 
so when you send for the information if there is more than one contract 
l would like to know about that. 


GOVERNMENTAL AFFAIRS INSTITUTE CONTRACT 


Now, going back to the Governmental Affairs Institute contract, 
briefly I would like for you to explain to the committee the date of the 
contract, the period for which the contract is to run, the amount 
involved, the services that are now being rendered. 


PURPOSE OF CONTRACT WITH IRAN 


Mr. Kunze. The first contract is the one with the Government of 
lran which was entered into initially on February 12, 1957, and has a 
current expiration date of June 30, 1960. 

lt is for the purpose of giving management advice to the plan 
organization of the Government of Iran in a number of different fields. 
It has a current value, maximum value, of $1,113,000 contributed by 
the ICA. There are 14,750,000 rials which are contributed by the 
Government of Iran to the contract. 

There are a maximum of 12 management and manpower specialists 
who are authorized under the terms of the contract. 
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EXPIRATION DATE OF CONTRACT 


Mr. NATCHER. Now, Mr. Kunze, the expiration date of this con- 
tract is June 30, 1960? 

Mr. Kunze. Yes. 

Mr. Natcuer. Is that the same contract that is set forth in the 
justifications that provide for a termination date of August 30, 1960? 

Mr. Kunze. I believe it is; ves. 

Mr. Natcuer. It is simply a matter of a mistake then insofar as the 
justifications are concerned as to the time? 

Mr. Kunze. Can I ask somebody else to contribute something on 
that? 

Mr. Narcuer. Is there an answer from any of you other gentlemen? 

Mr. Kunze. Mr. Lawson will give you the specifics. 

Mr. Lawson. This contract was extended to August 31, 1960, by 
an amendment in February 1958. It did not require any further funds, 

(Note: For correction on contract dates see pt. 2, p. 1660. 

Mr. Natrcuer. No additional funds are required? 

Mr. Lawson. No additional funds. 

Mr. Narcuer. Also, under the justifications as pointed out yester- 
day, the amount involved is $1,100,000. The amount of the contract 
as testified to now by Mr. Kunze is $1,113,000. Why the difference? 

Mr. Grant. We are seeking to reconcile this. As vou know, we 
got out of here late vesterday afternoon and we started the process of 
checking up the reason for the difference. As of the present moment 
we have not vet been able to reconcile the two figures. We ean either 
supply this for the record or discuss it again at your next session, oF 
when we get to the Iranian testimony. 


FUNDS FURNISHED BY IRAN 


Mr. Natcuer. You mentioned the fact there were 14,750,000 rials 
from the Government of Iran. 

Mr. Kunze. Yes. 

Mr. Natcner. How many dollars does that represent as far as we 
are concerned, 

Mir. Kunze. These are furnished by the Government of Iran. 
They are not our rials. That is computed 75 rials to the dollar. It1s 
about $195,000. 

PERSONNEL FURNISHED BY GAI 


furnished by this Governmental Affairs Institute. What else is 
furnished for the $1,113,000 as far as personnel is concerned? 

Mr. Kunze. May I ask Mr. Lawson to talk to this. He knows 
the project and he is the project officer. 

Mr. Lawson. The services of the GAI to the 7-Year Plan Organ 
zation have been furnished by providing people to advise them ID 
several fields organization and methods, personnel administration 
accounting, auditing, budgeting, statistics and reports, and man- 
power—all these at the request of the 7-Year Plan Organization. 

Mr. Natcurer. What would the total personne! be as far as the 
GAI is concerned? Can vou give me that figure? 

Mr. Lawson. The maximum number of people, 12. I have not 
figured the total number of man-years. 


Mr. Narcner. As I understand, 12 management specialists ar 





\ 
Gov 
mer! 
are 
out 
this 
cial 


TeCE 
\ 


a” a a ae 








‘On- 


the 
60? 


the 
On 
en? 


by 
ids, 


ter- 
Pact 
ice? 

we 
3 of 
lent 
ther 
, or 


“als 


, we 


ran. 
[t is 


are 


ps 1S 
ows 


an 
1 1D 
100, 
1an- 
ion. 
the 


nol 


1157 


COST BREAKDOWN OF CONTRACT 


\Mir. NatcHer. Do you mean to say to the committee that the U.S. 
Government is paying $1,113,000 to a company known as the Govern- 
mental Affairs Institute that has officials and a board of directors that 
are not. known to any of you people in this room, and you are paying 
out $1,113,000 of the Government’s money for a 3-year period to do 
this type of work. How much money are these 12 management spe- 
cialists receiving? What proportionate part of this $1,113,000 do they 
receive and where does the rest go? Can you tell me that? 

Mr. Kunze. I can give you a breakdown in line categories what 
represents this $1,113,000. There is $319,000 for salaries. 

Mr. Passman. For the 12? 

Mr. Kunze. Yes, sir; salaries of the technicians. 

Mr. Natcuer. For the 3-year period? 

Mr. Kunze. Yes, for the full life of the contract. They have not 

all been there for 3 years, sir. 

There is an overseas differential which is paid to the technicians at 
the same rate th: it our own State Department people receive which is 
budgeted for at $33,000. 

There is a provision for terminal leave for these people of $35,000. 

There is in connection with this project a senior committee com- 
posed of top level public administration people who go to Iran peri- 
odically who inspect and visit and give guidance to the technicians’ 
The senior committee fees are $12,000. 

There are individual consultants in addition to the 12 people 

amoun ting to $2,000. 

Transportation for the people involved going overseas and coming 
back, $154,000. 

There is insurance of $2,000. 

\Mir. Narcuer. What type of insurance? 

\ir. Kunze. Accident insurance on the individuals 


EDUCATION ALLOWANCES 


There is a figure of $8,000 for educational allowances on the same 
basis that our own people get educational allowances overseas. 

\Ir. Forp. How much does that involve? 

Mr. Kunzr. $8,000. 

\ir. Forp. How much per pupil? 

Ir. Kunze. I do not have the facts on this with respect to Iran. 

Mr. Forp. In the military budget they are requesting $285 per 
pupil per year which is an increase this vear from $265 to $285. 

\lr. Kunze. This computed on the basis of the actual education: ul 
allowanees which our own pepole get through the State Department’s 


rates, 

: : Sore a 
Mr. Forp. Let us have it for the record, whatever it is. J know 
What it is in the military, but let us find out what it is here and put it 
In the record. 

Mr Grant. It shall be done. 

lhe information requested follows:) 

The edueation allowances in Tran are as follows: 
Cn es 1-9, $400 per school vear (cooperative school); grades 10-12 $290 per 

ear (missionary school). 


\Ir. Natcner. You may proceed. 
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RETIREMENT AND SOCIAL SECURITY CONTRIBUTIONS 


Mr. Kunze. There is another line item for retirement of $30,000: 
social security contributions of $2,000; overhead of $143,000; out-of- 
pocket expenses, $12,000. 

Mr. Narcurer. Do | understand you have retirement and social 
security? 

Mr. Kunze. Yes. 

Mr. Passman. You have 12 technicans, and you employ them for 3 
vears. And in this $1,113,000, did you say you have $35,000 for 
retirement? 

Mr. Kunze. $30,000. 

Mr. Gary. They do not employ them. ‘They are employed by this 
organization and they are paying the organization. If they are em- 
ployed by this Governmental Affairs Institute, why should not they 
provide all this? 

Mr. Passman. You have a 3-year contract of $1,113,000. At the 
expiration of this contract you have built-in retirement—and what is 
the terminal leave? 

Mr. Kunze. $35,000. 

Mr. Passman. That is built into the 3-year deal. 

Mr. Narcuer. Mr. Kunze, as I understand from the figures that 
you have just given the committee, $319,000 of the $1,113,000 is for 
salaries? 

Mr. Kunze. Direct salaries. 

Mr. Narcuer. That is for 12 management specialists. $35,000 is 
for terminal leave. $12,000 is for your senior committee. What was 
the $2,000 for? 

Mr. Kunze. Consultant fees. 

Mr. Natcuer. Then you have $154,000 for transportation? 

Mr. Kunze. Yes. 

Mr. Narcuer. You have $2,000 for insurance. You have $8,000 
for educational allowances. You have $30,000 for retirement and 
$2,000 for social security. You have $143,000 for overhead and you 
have $12,000 for out-of-pocket money. 

Mr. Kunze. Out-of-pocket expense. 

Mr. ANnprews. Would the gentleman yield? 

Mr. Natcuer. I yield. 

Mr. ANprEws. You left out one item of $33,000 for oversea 
differential. 

Mr. Natrcuer. And $33,000 for oversea differential. 

Mr. Ruoprs. Would the gentleman yield? 

Mr. Natcuer. Yes. 

Mr. Ruopes. Have you listed all? 

Mr. Kunze. That is the total. 

Mr. Ruopes. That only adds up to $752,000. 

Mr. Kunze. All right, sir; this is not the total. I beg your pardon. 

Mr. Natcuer. That is the reason I am detailing this. 

You are exactly right, Mr. Rhodes. We cannot figure $1,113,000. 
You have to give us some more figures. 

Mr. Kunze. This is the budget from one of the amendments I 
was reading to you. It picks up from a place with previous expendi- 
tures of $355,000 which added——— 
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Mr. Ruopres. Which, added to the items just detailed, make a 
total of $1,113,000? 

Mr. Kunze. Yes, sir. 

Mr. Passman. Is it still limited to 3 years? 


BREAKDOWN OF PRIOR YEAR EXPENDITURES 


Mr. Narcuer. What is your breakdown as far as the $355,000 is 
involved, Mr. Kunze? 

Mr. Kunze. I do not have that immediately available, sir. 

Mr. Passman. That would be added on to the other figures and still 
cover the 3-year period? 

Mr. Kunze. Slightly over 3 years; ves, sir. 

Mr. Passman. We would be interested in knowing what the 
$355,000 represents. 

Mr. Ruopes. Would the gentleman vield? 

Mr. Natcuer. I yield. 

Mr. Ruopes. What about the rials? What happened to the rials 
which were paid to the Government by the Institute? 

Mr. Passman. The committee could take a recess, if necessary, in 
order for you to get that. We want the breakdown of the $355,000 
that has to be added. We want to find out what that represents. 

Mr. Anprews. This organization, as | understand it, is supposed 
to be nonprofit? 

Mr. Kunze. They are; yes, sir. 


GAI DLRECTORS 


Mr. Passman. Do you have any idea about the salaries of the board 
of directors and the managers? 

Mr. Lawson. Mr. Chairman, I can speak to that. 

We think we have a very fine organization back of this contract. 
It is headed by Dr. Edward Litchfield who is the chancellor of the 
University of Pittsburgh and the director of several large corporations, 
Its president is Dr. Luther Gulick, who is familiar to you, I am sure, 
as former city administrator of the city of New York. 

Mr. Natcuer. Yesterday, if you will pardon me for interrupting 
you, I do not believe you were present 

Mr. Lawson. I was not. 

Mr. Narcuer. At that time all of these other gentlemen in the 
room were present, but none of them knew the names of these people, 
or knew anything about them. ‘They knew nothing about who they 
were, where they lived, or who entered into the contract on behalf of 
the Governmental Affairs Institute. 

Are vou personally acquainted with any of these gentlemen whose 
names vou have just detailed? 

Mr. Lawson. Yes, sir. 

Mr. Passman. Are you with ICA? 

Mr. Lawson. Yes, sir. 

Mr. PassMAN. Please give vour name and vour title. 

Mr. Lawson. My name is G. W. Lawson, Jr., and I am Chief of 
the Publie Administration Division in ICA. 
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EXTENT OF PARTICIPATION IN CONTRACT 


Mr. Natcuer. Did you have anything to do with the execution of 
this contract? 

Mr. Lawson. Yes, sir. 

Mr. Natcuer. To what extent? 

Mr. Lawson. The project manager for this contract is in my organ- 
ization. I also participated in the selection of the contractor. I have 
interviewed from time to time the senior staff members after they 
have made trips to Iran. I have helped to brief the chief of the party 
now in Iran and [ have talked to him about the progress of the project, 
both in Teheran and in Washington to determine whether or not the 
taxpayers were getting 100 cents on the dollar out of the contract. 














SERVICES UNDER CONTRACT 


Mr. Natcuer. Let me ask vou here: What service has been ren- 
dered under this contract, or is being rendered at the present time 
by 12 management specialists that could not be attended to and 
rendered by the regular emplovees of ICA? 

Mr. Lawson. One, in the field of labor resources, the Governmental 
Affairs Institute has conducted a survey of manpower requirements 
for the plan organization and the Government of Iran. Our mission 
in Teheran is not staffed to conduct a major manpower resources 
study. 

In the field of budgeting in the plan organization, we have been 
helping the plan organization develop a budget system which will 
help them know what resources they have and where they are apply- 
ing their resources. We do not have a man in our organization to 
do this job. 

Mr. Natrcner. You are requesting the committee to appropriate 
$40 million for administrative expenses in addition to an item of $8.3 
million direct to the State Department administrative expenses and 
other items that run overall to several million more dollars, but 
according to the testimony we have received vou have 87 auditors 
Sti ationed abroad. You have a force here in the ICA office in Wash- 
ington that totals approximately 100 and you mean to tell me now 
that this nonprofit ris is rendering budget experience and service 
you cannot render in ICA? 

Mr. Lawson. We ene not do it from Washington, sir. 


THAT ICA IS UNABLE TO RENDER 






























Mr. Narcuer. Why not? 

Mr. Lawson. I do not know how a man sitting in Washington 
ean help plan organization, prepare budget forms and budget instrue- 
tions to run the ¢-vear plan. 

Mr. NATCHER. Why not have one ot these S7 men you have 
stationed out in the . field. abroad. take care of this matter? 















QUALIFICATIONS OF GAI PERSONNEL 





There is another question I would like to ask vou. Since apparently 
vou know more about the contract than any of these other people; 
I would like to know about this $319,000 that is paid in salaries to 
12 management specialists and I wish you would justify that for the 
committee. Tell us who they are, whi it expe rie nee tl C\ have had, 
and why they have so much more experience and are so much better 
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qualified than anyone in the State Department or the ICA, to take 
care of this matter’ 

Mr. Lawson. W ‘ll sir. I would not say they are more competent 
than any of the people in ICA or the Department of State, but they 
are available to go to Iran to work in the 7-year plan organization to 
render service which we believe, on the basis of their background and 
experience, is as good as any that can be rendered by the U.S. 
Government. 


NAMES AND PRIOR POSITIONS OF GAI PERSONNEL 


Mr. Narcuer. Can you tell us who these men are? 

Mr. Lawson. I do not have all of their names, but I can tell you 
some of them. 

Mr. Passman. Will you give us, please, the companies they worked 
for prior to this position? 

Mr. Narcuer. We should like to have the names, Mr. Chairman. 

Mr. PassmMan. We should like to have this for all of them. | 
cannot imagine you employing a person enjoying these benefits 
without knowing something about his background. 

Mr. Ruopes. Could we also have information on how long he 
might have been with GAIT and how long on previous jobs? 

Mr. PassMan. Yes. 

Will the gentleman yield further? 

Mr. Narcuer. I yield. 

Mr. Passman. I want to indicate that the cumulative technical 
ud figure through June 1960 is $60,848,000, and if you single out the 
1960 technicians alone for Iran it costs the U.S. taxpayer $4,178,000 
n Salaries, 

Mr. ANprEws. That is in addition to this expense, Mr. Chairman? 

Mr. PassmMAN. This is a sideline we happened to run into; this is 
n addition, 

That is pulled out of administration or some other account. 

Mr. Natcuer. Would you please provide the information requested? 

Mr. Lawson. Yes, sir. 

The information supplied is included in the material appearing 
on p. 1143.) 

Mir. Narcuer. Do you have a list of the management specialists? 

| wonder if you would give those to the committee together with 
the salary of each man. 

Mr. Lawson. I do not have the salaries here but we can provide 
them for the record. 

Mr. Narcner. We would like that information. 

Perhaps some body can call and get that information for us 

Mr. Forp. Would vou yield? 

Mr. Narcurr. I yield. 


DATE CONTRACT EXECUTED 


Mr. Forp. When was this contract signed? 

Mr. ANprews. February 12, 1957, it was previously stated. 
KuNzkr. February 12, 1957. 

Mr. Forp. When was it actnally executed as far as people doing 

} oh? 
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Mr. Lawson. I do not know the exact date of arrival of the first 
man on the scene. The normal time it takes to get a man in the field 
after signature is about 60 days. 

Mr. Forp. Has the contract now been fully executed in its entirety? 

Mr. Lawson. No, sir. 

Mr. Forp. Has it been extended? 

Mr. Lawson. It has been extended, yes, 1 month. There are stil] 
people under the contract in Iran. 

Mr. Forp. Is it up for extension? 

Mr. Lawson. It is not further extended because the mission is not 
proposing any more money for the contract. 


TYPE OF CONTRACT 


Mr. Forp. Was this contract negotiated or was it on a bid basis? 
Mr. Lawson. Negotiated. 


OTHERS INTERESTED IN PROVIDING SERVICE 


Mr. Forp. Were there other parties involved, other prospective 
parties interested in providing this service? 

Mr. Lawson. There were. 

Mr. Forp. Who were they? 

Mr. Lawson. The Public Administration Service of Chicago, Louis 
Kroeger Associates of San Francisco, George Fry Associates of New 
York, I think. Also, Keller Associates contacted but not interested. 

Those were the ones. 

Mr. Forp. Was there any differential in costs between the group 
you signed the contract with and the others? 

Mr. Lawson. Yes. 

Mr. Forp. Up or down? 

Mr. Lawson. I believe GAI was about third low. 

Mr. Forp. Why did you pick the third from the lowest figure? 

Mr. Lawson. Because a review of the first—let me take that one 
first—the Public Administration Service of Chicago was already in- 
volved in staffing a contract with us in Afghanistan. We felt that the 
person they were proposing to provide as chief of the party and some 
of the other people they were proposing to provide were not of the 
caliber we thought we needed and wanted for Iran. This was the 
principal reason for their rejection. 

Louis Kroeger Associates was unable to provide, in our judgment, 
a person as party chief who was of the caliber to carry out the project 
successfully. 


METHOD USED TO OBTAIN CONTRACTOR AND PERSONNEL 


Mr. Foro. May I ask this: When these ideas are generated, what 
do you do? Do you go out to this group that more or less provides 
this service? 

Mr. Lawson. Yes, sir. 

Mr. Forp. Then you ask them to come up with some ideas on what 
they would do and then do they go out and contact these responsible 
people and, to an extent, bid against each other in acquiring thei 
services? 
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Mr. Lawson. Well, it depends on the organization. Some of them 
have pretty good stables of people. 

Mr. Forp. That is using the term loosely? 

Mr. Lawson. Yes. Others have to go out and get people. 

Mr. Forp. In effect, they go out and bid for the people, do they 
not, some of the top people? They do not have these people in their 
stable you referred to? 

Mr. Lawson. Yes; some of them do. Public Administration Serv- 
ice does but their people were all tied up on another contract of a 
similar nature. Kroeger, who had done very successful work for us 
abroad, did not have a man available to put at the head of the outfit 
that we could agree could do the job. 

Mr. Forp. That is all. 


NAMES AND WORK BACKGROUND OF PERSONNEL 


Mr. Narcuer. Mr. Lawson, I wish you would go right ahead now 
with the names of the management employees. Tell us who they 
are, What companies they work for at the present time, whether or 
not any of them have been Government employees? 

By that I mean working for the Government in any capacity. 

Mr. Lawson. I cannot tell you the background of all of these people 
listed here. I did not do that much homework but I can provide it. 
However, I can pick out some of the people. 

Mr. NarcHer. How many names do you have there, Mr. Lawson? 

Mr. Lawson. Twelve. 

Mr. Narcuer. First, I wish you would read those 12 names into the 
record, please. 

Mr. Lawson. With their titles? 

Mr. Narcner. With their titles. 

Mr. Gary. Would the gentleman yield? 

Mr. Narcuer, [| vield. 

Mr. Gary. And such information as you have for each one. 

Mr. Natcuer. And such information as you have on each one, 
especially whether or not any of them are former Government em- 
plove es. 

Mr. Lawson. R. Woodruff, personnel administration adviser, who 
is also treasurer of the Governmental Affairs Institute. I know this 
man. He has a masters degree in public administration and he has 
worked for the Federal Government. I do not know exactly where. 

Mr. Narcuer. Do you know how long he worked for the Govyern- 
ment? 

Mr. Lawson. I would judge about 10 years. 

Mr. Narcuer. When did he quit, Mr. Lawson? 

Mr. Lawson. I believe when he went with GAT in 1950. 

Mr. Narcuer. He stopped his employment with the Federal 
Government and then he went with the Governmental Affairs Insti- 
tute when they entered into a contract with the Government in 
February, 

Mr, Lawson, Sir, it was 7 years after his employment, according 
tomy memory, with the GAI and when they entered into this contract 
with the Government. 

_ Mr. Narcuer. In other words, the contract we are talking about 
81957. You are correct, Mr. Lawson. 
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Did you say that he worked for the Government up to 1956? 

Mr. Lawson. 1950. 

Mr. Natcuer. All right. 

What Department of the Government did he work in, Mr. Lawson? 

Mr. Lawson. I believe he was in the Department of Defense. 

Mr. NatcHer. Do you know in what capacity he was employed? 

Mr. Lawson. Probably as a personnel technician. 

Mr. Narcuer. Can you tell me what his present salary is? 

Mr. Lawson. I cannot. 

Mr. Natcuer. Give us the next one, please. 

Mr. Kunze. I can give it to you. 

Mr. Natcuer. Go ahead. 

Mr. Kunze. $15,125 a year. 

Mr. Narcuer. Take up the next one, Mr. Lawson. 

Mr. Anprews. Would the gentleman yield? 

Mr. Natcuer. I yield. 

Mr. Anprews. Does he get any extra pay over and above that 
$15,000 salary in the way of educational benefits, housing allowance, 
or oversea differential? 

Mr. Kunze. Yes, sir. 

Mr. AnpREws. Would you put that in the record or tell us what 
it 1s? 

Mr. Kunze. I do not have it broken down individually. The 
differential in Iran is 10 percent for the moment but I do not have the 
educational allowance figures here. This is something which we 
offered to get for the committee. 

Mr. Anprews. I wish you would put in the record a listing of all 
of the fringe benefits he gets, in addition to retirement, terminal leave, 
and insurance. 

Mr. Kunze. Yes, sir. 

(The information supplied is included in the material appearing on 

. 1169.) 

Mr. Natcuer. Mr. Lawson, what is your next employee? 

Mr. Lawson. W. Harwood, who is the project leader. 

Mr. Natcuer. What is his background? 

Mr. Lawson. Before Mr. Harwood went with GAI, he was, I 
believe, executive director of the National Science Foundation. 

Mr. Natcuer. When did he discontinue his employment with the 
National Science Foundation; do you know? 

Mr. Lawson. At the time he went with GAT in 1957. 

Mr. Natcuer. He terminated his employment in 1957, the year 
the contract was executed with the Governmental Affairs Institute? 

Mr. Lawson. That is correct. 

Mr. NatcHer. What is his salary? 

Mr. Kunze. It was originally $16,000 but it was increased to 

7,000 later. 

Mr. PassMan. He gets $17,000 now? 

Mr. Kunze. Yes. 

Mr. Natcuer. In addition to that, would you provide the informa- 
tion my colleague, Mr. Andrews, requested as to fringe benefits and 
so forth? Can you insert that in the record at this point? 

Mr. Kunze. Not at this point but we will furnish it to you. 

Mr. Natcuer. For the record, please. 

Mr. Kunze. We will get it for you. 
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(The information supplied is included in the material appearing on 

_ 1170.) 

Mr. Narcuer. Mr. Lawson, what is your next employee? 

Mr. Lawson. E. Hemphill. 

Mr. Narcurer. What is his salary? 

Mr. Kunze. $12,850. 

Mr. Natcuer. You will also place in the record a list of the fringe 
benefits and the additional amounts he receives? 

Mr. Kunze. Yes, sir. 

(The information supplied is included in the material appearing 
on p. 1170.) 

Mr. Narcuer. Is he a former Government employee? 

Mr. Lawson. He is now hired as an organization management 
specialist, or, I assume, he is. 

Mr. NatcuHer. Do you have any information as to the department 
of the Government he was employed in at the time he went with the 
Governmental Affairs Institute? 

Mr. Lawson. I do not. I have been basing my statements here 
on the basis of personal knowledge of the people but beyond the two 
names I have given you, I know these men only from their records. 
I did not review their records before I came up here. 

Mr. Narcuer. Mr. Lawson, as you continue down your list with the 
other names, beginning with their salaries and present positions, I 
want you to check to find out if any one of them, or if all of the rest of 
them, are former Government employees. I want you to find out if 
any one has been connected with the Government in any capacity. I 
want you to place that information in the record. 

I want this done, Mr. Chairman, with your permission. 

What was their assignment with the Government or what job did 
they have when their employment with the Government terminated? 

Mr. Passman. And the last known salary with the Government. 

Mr. Natcuer. And the last known salary with the Government, 
Mr. Lawson. 

Mr. Lawson. This would not be difficult. We have all of this 
information on all of these people. 

Mr. Natcusrr. Can we have that by 2 o’clock this afternoon, Mr. 
Lawson? It is 5 after 11 now. 

Mr. Lawson. I doubt it rather seriously. 

Mr. Passman. Could you call your office and request that they get 
busy on it now? 

Mr. Lawson. Yes, indeed. 

Mr. Natcuer. Go right ahead with your names, Mr. Lawson. 

Mr. Lawson. G. Griffith. 

Mr. Narcurer. What is his salary? 

Mr. Kunze. $5,715. 

Mr. Narcuer. With that amount, Mr. Kunze, you will also place 
in the record a list of the fringe benefits and other amounts he re- 
celves. 

Mr. Passman. Did you say $5,000? 

Mr. Kunze. Yes, sir. 

Mr. Passman. What does he do? 

Mr. Kunze Administrative assistant. 

Mr. PassMann. For $5,000? 

Mr. Kunze. Yes, sir. 
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Mr. Lawson. It is a lady. 

Mr. Passman. Let the record indicate that it is a lady. 

Mr. Natrcuer. What is this lady’s given name? 

Mr. Kunze. I have Janice L. Carlson. 

Mr. Narcuer. Beginning with that name and going down the list, 
Mr. Lawson, you will this afternoon furnish us the information as to 
whether or not these people are former Government employees and 
the jobs and salaries they received with the Government? 

Mr. Lawson. Yes. 

Mr. Narcuer. What is the next name, Mr. Lawson? 

Mr. Lawson. K. Loring, accounting and audit adviser. 

Mr. Natrcuer. Can you tell me what the “K”’ stands for? 

Mr. Lawson. I cannot. 

Mr. Kunze. It is Karl. 

Mr. Natcuer. What is the salary? 

Mr. Kunze. $13,700. 

Mr. Natcuer. In what capacity? 

Mr. Kunze. Accounting and auditing adviser. 

Mr. Natcuer. At this point you will insert in the record a list of 
the additional fringe benefits for this person. 

(The information supplied is included in the material appearing 
on p. 1170.) 

Mr. Natcuer. Go ahead. 

Mr. Lawson. J. Massen. 

Mr. Kunze. John. 

Mr. Lawson. Management specialist. 

Mr. Kunze. $13,250. 

Mr. Natcuer. You will insert at this point in the record a list 
of the fringe benefits and so forth. 

(The information supplied is included in the material appearing 
on p. 1170.) 

Mr. Natcuer. Go right ahead. 

Mr. Lawson. C. Harberson, reports and statistical adviser. 

Mr. Natcuer. What salary? 

Mr. Kunze. $13,000. 

Mr. Natcuer. You will insert in the record a list of the fringe 
benefits at this point. 

(The information supplied is included in the material appearing 
on p. 1170.) 

Mr. Narcuer. Go ahead. 

Mr. Lawson. T. Cox, manpower adviser. 

Mr. Natcuer. What does the ‘“T”’ stand for? 

Mr. Kunze. Thomas. 

Mr. Natcuer. What is the salary, Mr. Kunze? 

Mr. Kunze. $14,000. 

Mr. Natcuer. You will insert in the record a list of the fringe 
benefits at this point. 

(The information supplied is included in the material appearing 
on p. 1170.) 

Mr. Natcner. Go right ahead, Mr. Lawson. 

Mr. Lawson. M. Georgion. 

Mr. Kunze. Mabel. 

Mr. Natcuer. What is the capacity of the employee? 

Mr. Lawson. Records management specialist. 
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Mr. Natcuer. What is the salary? 

Mr. Kunze. $8,900. 

Mr. NaTCHER. You will insert in the record at this point a list of 
the additional fringe benefits. 

(The information supplied is included in the material appearing 
on p. 1170.) 

Mr. Narcuer. Mr. Lawson, you have 12 employees; is that correct? 

Mr. Lawson. Yes, sir. 

Mr. Narcuer. What is your next name on the list? 

Mr. Lawson. C. MacNealy. 

Mr. Natcuer. What does the “C” stand for? 

Mr. Kunze. Charles. 

Mr. Narcuger. What is his salary? 

Mr. Kunze. $14,500. 

Mr. Natrcuer. Do any of you gentlemen know if Mr. MacNealy 
is a former Government employee? 

Mr. Lawson. 1 do not. 

Mir. Narcuer. You will furnish us that information this afternoon? 

Mr. Lawson. Yes, sir. 

Mr. Natcuer. You will add at this point in the record a list of all 
of the fringe benefits, Mr. Kunze? 

Mr. Kunze. Yes. 

(The information supplied is included in the material appearing 
on page 1170.) 

Mr. Narcuer. What is his capacity? 

Mir. Lawson. Accounting adviser. 

Mr. Narcuer. Go right ahead, Mr. Lawson. 

What is your next one? 

Mr. Lawson. H. Deas. 

Mr. Kunze. Harold. 

Mr. Lawson. Procurement adviser. 

Mr. Narcuer. What is his salary? 

Mr. Kunze. $15,000. 

Mr. Natcuer. What is your next one? 

Mr. Lawson. F. Skowronski. 

Mr. Narcner. Mr. Lawson, just as a matter of information to the 
committee, why is it that you only have the initial for the given name 
of these people? 

Mr. Lawson. This is the way the list was cut for me. 

Mr. Narcuer. | understand, but is there a particular reason why 
you would just have the initial for the given name? 

Mr. Lawson. No. 

Mr. NatrcHer. What is the last given name? 

Mr. Kunze. Frank. 

Mr. Natcuer. What is his salary? 

Mr. Kunze. $9,000. 

Mr. Natrcuer. You will insert in the record at this point a list of 
the fringe benefits? 

Mr. Kunze. Yes. 

(The information supplied is included in the material appearing on 
p. 1170.) 

Mr. Natcuer. What is the capacity of this man? 

Mr. Lawson. Training adviser. 
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Mr. Narcuer. Do you know whether or not this gentleman has 
had any experience along the line of training, either with the Govern- 
ment or any private industry? 

Mr. Lawson. I am positive that he had, or he would not have 
been approved for employment. 

Mr. Natrcuer. The chances are that he is a former Government 
employee; is that true? 

Mr. Lawson. Yes, sir. 

Mr. Passman. Would the gentleman yield? 

Mr. Natcuer. Yes. 

Mr. Passman. If heis one of the 12 technicians, why should his salary 
be so much lower, if you can vouch for his ability of having had 
experience in this field? Does this mean a little bit of experience or 
a whole lot of experience? 

Mr. Lawson. Without appearing to be facetious, it means that he 
had at least $9,000 worth of experience. 

Mr. Narcurer. Mr. Lawson, what type of experience? What type 
of training? What do you mean by training? 

Mr. Lawson. The kind of background he would have. 

Mr. NatcHer. What type of work does he do? 

Mr. Lawson. He is helping the Iranians develop training programs 
for the people in the 7-year plan organization. ‘These would be pro- 
grams in records management, accounting, budgeting techniques, 
personnel practices, and so forth. 

Mr. Narcuer. Go right ahead, Mr. Lawson. 

What is your next one? 

Mr. Lawson. That completes the list. 

(The information requested as to salary and benefits received by 
staff assigned to Iran by the Governmental Affairs Institute follows:) 

List of salary and benefits received by staff members assigned to Iran by the 
Governmental Affairs Institute under its contract with ICA. 
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Compensation to senior staff committee at $100 per day: 
Dr. E. H. Litchfield 
1957 








June 24 through July 29 equals 24 days Sibi nnlemaenscn $2, 400 
Sept. 26, Oct. 22 and 23, Nov. 6 equals 4 days ‘ oxkees 400 
1958 
Apr. 3, 24, May 12, June 5, 13, Oct. 2 equals 6 days... —_ : ‘ 600 
July 19 through July 30 equats 1144 days aaa - 1, 125 
1959 
Feb. 19, Mar. 17, Apr. 12, 23, May 6 equals 5 days ; ; 500 
Dec. 8 through Dec. 17 equals 10 days 1, 000 
Dr. Luther Gulick 
1957: Apr. 17 through May 4, May 13 equals 18% days-. 1, 82 
1Yos 
Apr. 18 through Apr. 30, May 1 and 2, May 25 and 26 equals 17 days_--. 1, 700 
Oct. 2 equ l day 100 
1959: Mar. 19, 31, Apr. 1 through Apr. 21 (excluding Sunday) equals 20 days 2, 000 
John J. Corson 
1957: Nov. 22 through Dec. 3 equals 104 days 1,050 
1958: Oct. 2 equals 1 day 10) 
1959 
Dec. 13 through 26 equals 14 days 1, 40 
May 4 equals 1 day 1M 


Total, short-time employees 


Accidental death and dismemberment insurance expense, $4,087.29. Covers dates of employment, } 
are canceled on termination date and credit is issued by insurance company for balance of prepaid premit 

The corporation does not cover any group insurance 

Major medical insurance: No expense to contract. These premiums are paid by Governmenta 
Institute. Dependent coverage is paid by staff member. Estimated cost for 3-year period, & 

Payments for Blue Cross and Blue Shield which is base plan is paid entirely by staff 





Educational 





2, 650 
14, 300 


olicies 


1ms, 


allowance Pa 
Staff member Family units Cc tax 
expense 
Number | Amount 
of children 
Paul D. Banning ‘ res No $269. 89 
Janice L. Carlsson No 332. 01 
Hillard T. Cox Wife only Yes 330. 00 
Harold M. Deas Wife and 4 1 $266.67 | Ne 243. 78 
children. 
Mabel Georgion geri ..| No 254. 40 
Harry F. Gracey Wife and 1 child 1 35). 89 | Yes 214. 50 
C. Robert Harberson Wife only ; Yes $16. 22 
Wilson F. Harwood... ._| Wife and 3 3 2, 139. 74 Yes 453. 00 
children. 
T. Marl Hemphill do 3 | 2,637.36 | Yes 453. 00 
Clifford C. Hulse Wife only Yes 4. 5) 
Karl H. Loring . do. = Ni 328. 90 
Charles E. MacNealy Wife and 2 1 474.10 | Yes 243. 09 
children. 
John B. Massen a Wife and 3 2 | 2,031.78 | Ye 418. 32 
children 
M. Scott Myers 7 . ee Wife and 4 2 640.00 | Yes 309. 00 
children. 
Frank S. Skowronski---- . ; nite oa No 74. 38 
Richard V. Woodruff ‘ Wife and 4 3 | 2,901.97 | Yes 346. 4 
children. 
BE peste macgoeakoen nai sind lin leaddatiaalichins hte tiesivaitets 16 |11, 442. 51 4,781.45 
110 cars; 2 cars being returned. 
Retirement insurance expense 
1957 Fee ee - $4,178.80 
1958 pei ee eS a 9, 893. 76 
19459 BE ee ia SS ee ee en ato “ - = 12, 893. 56 
1960___- eo cs lacie cea eral Iaica tees eee al aaa e 9 815. 94 
Total_--- = ; anagem haces ae keieaiee oaied chs Sm : i . 29, 782. 06 


Contributory retirement insurance: Staff member contributes 5 percent and corporation 10 perce 
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Mr. Natcuer. You say that this afternoon you will furnish us the 
additional information requested concerning their former employment? 

Mr. Lawson. Yes, sir. 

Mr. Narcuer. Mr. Kunze, do you have any information at this 
time concerning the Brookings Institute, the number of contracts? 

Mr. Murrny. We have some of the people who are familiar with 
the Brookings contract here. 

Mr. Narcuer. Mr. Chairman, I would like to make this statement 
as a matter of record. I have served on your subcommittee for a 
period of 6 years and I say to you quite frankly that during this 
period of time never have I experienced anything like this Govern- 
mental Affairs Institute contract. I think it smells to high heaven. 
I think it is one of the most outrageous things that has been developed 
before this committee since 1 have been a member. 


COMPARISON WITH OTHER BILATERAL TECHNICAL AID PROGRAM 
CONTRACTS 


Mr. Passman. Thank you. 

This is one of our bilateral technical aid contracts; is it not? 

Mr. Lawson. Yes, sir. 

Mr. Passman. Would you say this is generally typical of the type 
of contract we have with the bilateral technical aid program, 
worldwide? 

Mr. Lawson. In the field of public administration, it is atypical. 

Mr. Passman. It would be typical? 

Mir. Lawson. Atypical. 

Mr. Passman. Atypical. Why is it atypical, since you so insist? 

Mr. Lawson. Well, it has several features to it that we do not nor- 
mally have. First, the advisory committee which Mr. Kunze men- 
tioned earlier, which was injected into consultation with the Iranians 
to give the project the status that the then-director of the plan organ- 
ization thought it should have; second, oe Governmental Affairs 
Institute does not have a permanent staff of advisers. They have 
recruited all of the people under this contr: ie on their staff with the 
exception of Mr. Woodruff who, before going to Iran, was the treasurer 
of the Governmental Affairs Institute. 

Those are the two principal things. 

Mr. Passman. Those two features make this an atypical contract. 

From some other witnesses we have heard a lot about contracts 
of this nature; but whether other institutions, colleges, or universities, 
would you say this would be about the average, or minus, or plus? 

I think the record should show that when you pick up the amount 
under this new technical aid program for North Africa and the United 
Nations technical aid request, as well as the bilateral, this would be 
over $200 million. 

Would you say this is about the average type of contract we have 
with these institutions? 

Mr. Kunze. I would say that the salary average in this one is 
probably up higher. 

Mr. Passman. Would you say that so far as the subjects taught 
and the knowledge imparted, this i is about the average for the tech- 
nical aid contracts? 
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Mr. Kunze. I do not think you can make a generalization such as 
that, Mr. Chairman. I think a lot of our contracts for engineering 
services cannot be compared with this kind of public administration. 

Mr. Passman. Is it the gentleman’s desire that this committee 
continue for 3 or 4 weeks, going into all of them, or will you give us 
some information that it is a minus or plus or about the average? 
We are trying to keep from carrying these hearings on into the fall. 
We could go into all of these contracts, but we are trying to be 
accommodating. 

You are the contract officer; are you not? 

Mr. Kunze. That is correct. 

Mr. Passman. Evidently you know something about many of these 
contracts, and we are just trying to find out if this is about the average, 
or better, or worse, so, therefore, we shall not have to go into all of 
them individually. 

Mr. Grant. Mr. Chairman, may I ask for an elaboration as to 
what you mean by ‘average’? Average as to number? Average as 
to cost? 

Mr. PassmMan. We are talking about the personnel and the subjects 
taught and the efficiency of the specialists we send out. 

We are talking about the type of information we are imparting to 
our friends abroad under this technical aid program. 

You have many technicians in many fields, and this is a selected 
group. You may enter into some other field, but would you say this 
is about the average? 

Mr. Murpuy. I do not understand you, Mr. Chairman. [| do not 
understand what you mean by “average,” average cost? 

Mr. Passman. This is one of the many contracts vou have under 
our technical aid program; is it not? 






COMPARATIVE CALIBER OF PERSONNEL 





We are spending approximately $200 million in this technical aid 
field, and we have many contracts with universities, colleges, and 
institutions, such as we referred to this morning, where they are paid 
out of the technical aid appropriation. You have given us some 
background information here on the salaries, what they teach: and 
what we are trying to do is to gener alize, if we can, whether or not 
you would say that our other contracts with universities, colleges, and 
other institutions such as this, would be more favorable. Would you 
possibly have a higher caliber of personnel, or would this be about th 
average? 


Mr. Murpuy. When you say “more favorable,’ Mr. Chairman, | 
wonder what you mean? 

I am not deliberately being difficult, but by ‘‘more favorable” do 
you mean standard? What do vou mean? 

Mr. Passman. By their training, their knowledge of the subject 


they are teaching to the foreign nations. 

Mr. Murpny. I see: the qualifications of the peopl 

Mir. PAssMAN. Qua ifications Is one item, yes. 

Mr. Murpuy. I see. 

Does this help, Mr. Grant? 

Mr. Grant. Since I do not know the background of thes ODI, 
] will have to ask Mr. Law son whe ther in the field ot public ui is- 
tration, where he is qualified to make some comparison, whether the 
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quality of the people here compares above, be low, or is generally the 
quality of the people we send out on this kind of a contract. 

Mr. Lawson. Yes. 

Mr. PassmMan. Would it naturally follow that our contracts, say 
with some of the universities and colleges, such as the State College of 
Oregon, they will send out specialists in some other fields, so we could 
accept this as about the standard? This would refer to the proficiency 
and qualifications of the individuals, regardless of the field involved. 

Mr. Lawson. In the field of public administration, these people 
would compare favorably with people provided under other contracts. 
I do not think you can generalize and say that we would be better or 
not as good because, under every contract, you get people of varying 
levels of competence. 

Our desire is to get the best people possible under the contract. 
We are satisfied that under this contract we have had people of high 
quality. 

Mr. Narcurer. Mr. Chairman, would you yield at this point? 

Mr. PassMan. Yes. 

Mr. Natrcuer. Mr. Lawson, you say that you are satisfied you have 
been able to obtain the services of people of high quality. Is that 
correct? 

Mr. Lawson. Yes, sir. 


JUSTIFICATION OF CONTRACT AND SERVICES TO BE RENDERED 


Mr. Narcurr. Do you believe that the ICA or any other Depart- 
ment of the Government should enter into contracts, such as this 
Governmental Affairs Institute contract? Do you justify the validity 
of this contract in your own mind and the services to be rendered, 
Mr. Lawson? 

Mr. Lawson. Absolutely. 

Mr. NatcHer. | certainly do not agree with you. 


ACCEPTANCE OF CONTRACT AS TYPICAL TECHNICAL AID CONTRACT 


Mr. Passman. We have many contracts similar to this. It may 
be in different fields of endeavor, such as agriculture, but you have 
contracts with many colleges and universities and, no doubt, other 
institutions that train specialists, similar to this. 

We are wondering, since this is just one contract under the bilateral 
technical aid program, whether we should take this as a standard as 
about what the people are getting for the dollar they are investing in 
the technical aid appropriations; is that clear? 

Mr. Murpuy. Yes, Mr. Chairman. Mr. Lawson has indicated 
that, sc » long as you stay with the species, he thinks this compares 

avors site: If you put an apple oe a pear on the table and ask if 
they compare favors ably, you have to know the standard. If you 
compare public administration Serle ‘eu agriculturalists, what do 
you use for a measuring rod? 

Mr. Passman. Would you not think a man in the agricultm 
held could be just as proficient and just as good a specialist 
endeavor as a man in labor-management? 

Mr. Mu RPHY. Yes. 

Mr. Passman. Would we not accept this as 
type contract we have in the Technical Aid Pr 
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Mr. Murpuy. The standard in terms of whether these people are 
as proficient in their field as the others in agriculture and health and 
industry are proficient in theirs? 

Mr. Passman. We have hundreds of contracts that will involve 
spending about $200 million—American taxpayers’ dollars—in fiscal 
1961. There are many other contracts that will run about parallel 
with this one so far as salary, background of individual, fringe benefits 
are concerned. 

Is this just about an example of what a typical technical aid con- 
tract would represent in other fields? 

Mr. Murpuy. The only way we can answer that, Mr. Chairman, 
would be to have Mr. Lawson, Chief of the Public Administration 
Division, the Chief of the Agriculture Division, and the Chief of the 
Health Division, and the Chief of the Education Division look at the 
background of these people we talked about this morning and com- 
pare them; with their knowledge of the people they have working in 
their fields, then they collectively or individually could answer that 
kind of question. Incidentally, they might disagree. 

Mr. Narcuer. As I understood the chairman’s question, Mr. 
Murphy, originally he wanted to know, generally speaking, the con- 
tracts now in existence by ICA and any other organization other than 
the Governmental Affairs Institute. How do the contracts compare 
with this particular contract as to the type of service rendered, as to 
the salaries, as to the general makeup of the contract? 

Would you say this contract is a special contract of a special nature 
or is it a usual type contract entered into by ICA for services to be 
performed? How would it compare with others? Mr. Murphy, you 
can answer that. 

Mr. Murpuy. No, Mr. Natcher; I do not do the contracting. 

Mr. Narcuer. In other words, you are not qualified to answer that 
question? 

Mr. Murpuy. That is right. 

Mr. Narcuer. Mr. Chairman, he is not qualified to answer the 
question. 

Mr. ANprEws. Will the gentleman yield? 

Mr. Natcuer. I yield to Mr. Andrews. 

Mr. Anprews. You made this contract for ICA; is that correct? 

Mr. Lawson. I cannot say that I did it alone. The agency made 
the contract; yes. 

Mr. AnprEws. You negotiated the dealings with the Governmental 
Affairs Institute? 

Mr. Lawson. I signed the memorandum recommending that this 
contract be negotiated with the Governmental Affairs Institute. 
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Mr. Anprews. I assume you are about as familiar with this con- 
tract as any employee in ICA. 

Mr. Lawson. Not quite, but nearly. 

Mr. ANpDREws. You say you are satisfied with the contract? 

Mr. Lawson. Yes, sir. 

Mr. ANpREws. You think the taxpayers are getting dollar value for 
dollar spent? 


Mr. Lawson. A hundred cents on the dollar; ves, sir. 
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Mr. Anprews. Tell us about the remaining $355,000. 

I am at a loss to know how Mr. Lawson can say it is such a good 
contract, and yet he does not know where the $355,000 went. 

Mr. Lawson. I do not know what the $355, 000 was Mr. Kunze was 
talking about. I have here an estimate of expenditures through the 
life of the contract which I think may provide you with the informa- 
tion you need. 

OTHER CONTRACTS NEGOTIATED 


Mr. Axnprews. How about other contracts you have negotiated for 
ICA in the last 2 years? Have you negotiated any? 

Mr. Lawson. In the last 2 years? 

Mr. ANprEws. Yes, sir. 

Mr. Lawson. I would say about nine. 

Mr. AnprREws. Would you list them in the record and give the 
companies with whom the contracts were made and the amount of 
those contracts? 

Mr. Lawson. Yes, sir. 

(The information supplied follows:) 


Pic 
Amount of | Funds au- 
contract | thorized 
to date 


ngs Institute, Korea (3 party; November 1959 to August 1961 
lo assist the Korean Government to rephrase the existing national and 
| tax structures, to improve the administration of tax laws, and to in 
ise the aggregate revenue to the Government of Korea. 
eys and Research Corporation, Korea (direct; April 1958 to January 1961 
lo assist the Korean Government in developing and implementing the 
organization, administration, and operations of an improved statistical 
ogram. This includes advice and assistance on the conduct of the 1960 | 
world census. 
ersity of Oregon, Korea (3 party; August 1959 to May 1961 
lo advise and assist the ROK Government in strengthening the eco 
nic development council in its function of providing economic leader- 
hip and carrying out long-term studies and planning related to achieving 
viable economy. 
Indiana University, Indonesia (2 party; June 1959 to September 1961 
lo render advice and assistance for advancing and modernizing man 
igement practices and resources through the National Institute of Ad- 
ministration, 
niversity of Southern California, Pakistan (direct; March 1960 7 25, 000 25, 000 
Develop a plan of operation for providing technical assistance in the | 
broad fields of public and business administration in education, training, 
esearch, and publications, including working out detailed plans for op 
eration and stafling the project in cooperation with appropriate officials 
ifthe Government of Pakistan and the USOM/Pakistan. This requires 
iteam of 5 university officials to spend 10 to 30 days in Pakistan consult- 
ing with business and industrial officials and with representatives of 
major educational institutions, in addition to those in GOP and USOM 
Pakistan. Consultations will be held subsequently with 1CA/Wash 
ington. 
Washington University (St. Louis), Tunisia (direct; March 1960 : 
Advise and assist the Government of Tunisia and USOM/Tunisia in 
pene | a special educational program leading to a bachelor’s degree 
i specifically designed to fit the particular business needs and enter- 
prises require d by and essential to Tunisia. 
Northwestern University, Liberia (direct; January 1960) __- 17, 000 17,000 
lo conduct an economic survey in close cooperation with the Govern- 
ment of Liberia Department of Treasury and Bureau of Economic Re- 
search and other GOL agencies, and USOM/Liberia. The study will 
issess major requirements of economic development of Liberia, define 
problems, establish priorities, and recommend techniques and institu- 
tions required to establish and carry out a sound economic program suit 
ible to Liberian resources and needs. 
n State University, Brazil (direct; May 1959 to May 1962 934, 138 
lo render technical advice and assistance to the cooperating country 
for the purpose of strengthening education for business administration 
ind to train Brazilian professors, specialists, and leaders in business ad- 
ministration education. In fulfilling the objective of strengthening edu- 
cation for business administration in Brazil and to achieve coordination 
with the existing cooperation program at the Getulio Vargas Foundation 
School of Business Administration, the contractor will train Brazilian 
professors and render advisory services to cooperating institutions. 





$s 


Amount of Funds au- 








contract thorized 
to date 
University of megrow é ern California, Brazil (direct; May 1959 to May 1962) -- $1, 278, 359 $871, 361 
To 1 ender t lical advice and assistance to the cooperating country | 
for the purposes « ofs strengthening education for public administration and 
totrain Brazilian pr nae ilists, and leaders in gr viministra- | 
tion education r vdivi ind issist cooperati institutions to 
trengthen and expand edu ition and training for ‘public eats i- 
tion train Brazil 
I ic ition Service, Haiti (direct; June 1959 to June 1962 188,000 | 188, 00 
lo advi i assist the Government of Haiti in the development and | 
tallation of an effective organization and system of financial admini 
ration. Developing an organization structure proposed budget 
flice and superio urt of accounts. Developing tt I 
ruct ! Mir v of Finance 


Mr, ANDREWs. Can you do it now? 

Mr. Lawson. No, si 

Mr. Anprews. Do no remember the companies? 

Mr. Lawson. Brookings Institution. 

Mr. ANprews. That is the one Mr. Natcher is going to ask you 
about later. 

Mr. Lawson. University of Oregon. 

Mr. NarcHer. What about the American Management Associa- 
Lion? 

Mr. Lawson. I did not have : anythin iz tO do with that one, sir. 

Mr. Anprews. Did you have anyting to do with the Johns Hop- 
kins contract? 

Mr. Lawson. No, sit 

Mr. Anprews. Please list in the record the contracts you negotiated 
and amounts involved in those contracts. 

Mr. Lawson. The last 2 vears? 

Mr. AnpreEws. Yes. 

Mr. Passman. And be prepared to give detailed information on 
each of them, especially—I repeat, especially—the contract you 
negotiated with the Oregon State College. 

Mr. Murpeny. We might be heading for a misunderstanding on 
that. The contract Mr. Lawson refers to on Oregon University is not 
the contract in which interest has been previously expressed by a 
member of the committee. 

Mr. PassmMan. It is another one? 

Mr. Murrny. An agricultural contract. 

Mr. Passman. Another contract with the same college? 

Mr. Murpuy. Yes, it is the same college, but a different field, the 
field of agriculture, whereas, Mr. Lawson is public administration. 

Mr. PassmMan. Still under the technical aid program? 

Mr. Kunze. We have the Oregon State contract, the agricultural 
contract, in Thailand. The other is a Unive rsity of Oregon contract. 

Mr. Passman. We are particularly interested in the Thailand 
contract. 

Mr. Gary. Where is the agriculture contract? 

Mr. Kunze. In Nepal. 

Mr. Murpuy. Different universities. 

Mr. Lawson. This is operating in Korea under contract in the field 
of public administration. 

Mr. Passman. To get back to Mr. Natcher's question, we are 
dealing with these 12 specialists out of this $1,113,000. Now you are 
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getting ready to detail the additional $355,000 expense. Are you 
ready for it? 

Mr. Narcuer. Go ahead and give us the breakdown on the 
$355,000. 

Mr. Kunze. I thought we said we could get that by 2 o’clock this 
afternoon. 

\ir. NatcHEerR. You do not have it at this time? 

Mir. Kunzn. That is right. 


MR. LAWSON’S BACKGROUND 


\ir. Narcuer. Mr. Lawson, what is your background as far as 
your previous experience is concerned. How long have you been 
with ICA? 

\MIr. Lawson. Since 1952 

\ir. Narcuer. What was your previous employment? 

\tr. Lawson. Before that I was for 6 years in the Bureau of the 
Budget. first as a staff member and then as Chief of the International 
Activities Branch. Before that I was in the National Housing 
\geney, Office of the Administrator. For a short period I was with 
the Office of Price Administration. Before that I was with the city 
of New York Department of Health as an instructor in public health 
administration. Before that I was with the New York State Depart- 
ment of Civil Service. Before that, the New York State Department 
of Social Welfare. Before that, 2 years at Syracuse Unive rsity doing 
eraduate work in public administration. Before that, I was in non- 
rotessional work, truckdriver, sailor, lumberman, and so forth 

\Ir. Natcuer. Do vou mind giving us your age? 
\ir. Lawson. Fifty. 


Brookines Institute CONTRACT 


\ir. Navcuer. Mr. Chairman, with your permission, I would like 
to take up the Brookings Institute contract or contracts. Who will 
speak to this point? 

\ir. Miurpuy. We have Mr. Lowell Chawner here. 

\Ir. Passman. The $355,000 we are going to talk about this after- 

noon will be at another place in the record, but it will still be a part 
of the expense of these 12 specialists making up the total of $1,113,000? 
Ir. Kunze. Yes, sir. 
Ir. Micreny. We have Dr. Lowell Chawner, who was formerly 
Deputy Director of the U.S. Operations Mission in Korea, and who 
is currently stationed in Washington as Mr. Grant’s deputy. Of 
urse, Mr. Kunze will be continuing to help. 

\ir. Narcuer. Mr. Chawner, we are glad to have you with us at 
this time. Mr. Chairman, before we take up the Brookings Insti- 
tute matter, I would like to request these gentlemen to be prepared 
this afternoon also to take up with us the American Management 
Association matter. 

You will recall yesterday a number of questions were asked, and 
the iu nformation certainly was not sufficient for the committee. If 
vol | be prepared, some of you, to speak to that point this after- 
hoo Mr. ( Chairman, I would appreciate it. 

Gary. Will the gentleman yield? 
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Mr. Narcuer. I yield. 

Mr. Gary. Are these Brookings contracts technical assistance con- 
tracts or training contracts? 

Mr. Kunze. Technical assistance. 

Mr. Murpuy. Just one with Brookings, I understand. 

Mr. NatrcHer. One? 

Mr. Murpuy. One contract. 


REQUEST FOR TOTAL NUMBER OF CONTRACTS WITH UNIVERSITIES, 
INSTITUTES, AND COLLEGES 


Mr. Passman. I know your records must be up to date on this, so 
would you give us the total number of contracts you have in effect 
at this time with all colleges, universities, institutions, and the num- 
ber of contracts in effect and proposed for fiscal 1961 to be paid for 
out of the several technical aid programs. 

Mr. ANpreEws. And the amount of the contract, Mr. Chairman. 

Mr. Passman. And the amount. If it is difficult to get the amount 
for the 2 o’clock meeting, at least we want to have the total number 
of contracts vou have in effect. 

Mr. Kunze. Could I get complete clarification on this in order to 
make sure we give you what you want? Do you want all contracts 
or just those with universities and institutions? 

Mr. PassMan. We want to know about every contract you have in 
effect that gets money out of this administrative expense or out of any 
of the technical aid appropriations. You have several of them. 

Mr. Kunze. This is all of the contracts we have, then, sir. 

Mr. Passman. All contracts. You do not include regular Govern- 
ment employees that you may send out on a temporary basis as 
contractors. 

Mr. Kunze. No, sir. 

Mr. Passman. Practically all your technical aid expenditures are 
made through contracts with some institution in America; is that 
correct? 

Mr. Kunze. This is correct. 

Mr. Murpnuy. Wait a minute. Not by any means is practically all 
the technical cooperation money spent under contract. Most of our 
contracts are financed under technical cooperation funds, but there is 
a large number of dollars, by far the majority of the dollars, of tech- 
nical cooperation funds not paid out under contracts. 

Mr. PassmMaNn. Paid for salaries and expenses? 

Mr. Murpuy. Paid for technicians and training of participants. 

Mr. Passman. I notice here for 1961 you do have $34,383,000 for 
contracts. 

Mr. Murpny. Yes, sir. 

Mr. Gary. Will the chairman yield? 

Mr. Passman Yes, I yield. 


CONTRACT EMPLOYEES NOT CIVIL SERVICE EMPLOYEES 


Mr. Gary. Mr. Murphy, as I understand it, the persons employed 
under these contracts are not included among your employees. 

Mr. Murpnuy. They are not U.S. Government employees. You are 
correct. 
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Mr. Gary. They do not show up in your list of employees that you 
furnish the committee? 

Mr. Murpny. They are included in the figure the chairman has 
been using, Mr. Gary, of 43,000 personnel. They are not included 
in the figure I had of 41,000. There are approximately 2,000 people 
who are working on contracts which are being financed from ICA 
funds. 

Mr. Passman. Would you be able to give us this breakdown? 
You are going to give us the number of contracts. That represents 
$34 million-plus for 1961. Give us the list of how you dispose of the 
remainder of the money. 

Mr. Murpuy. Yes, sir. The same table that showed the contract 
amount, Mr. Chairman, also shows the money for technicians, for 
participants. 

Mr. Passman. We want to be able to find out how many Govern- 
ment-paid employees are in the technical aid program. 

Mr. Murpnuy. That is also on the table, Mr. Chairman. 

Mr. Passman. If we are going to take these tables, we could save 
you the time 

Mr. Mureny. If you like, we can give it to you. 

Mr. PassmMan. It is perfec tly all right. We want you to be prepared 


to answer questions on it. We want to know how this money is being 
spent. 


NUMBER OF MSP CONTRACTS WITH BROOKINGS INSTITUTE 


Mr. Natcuer. Mr. Chawner, I wonder if you could tell me if we 
only have one contract with Brookings Institute in the mutual 
security program. 

Mr. CHawner. To my knowledge, we have just one, Mr. Natcher. 
My responsibilities have been limited to Korea until fairly recently, 
and | cannot speak as to the total program. I did have a part in the 
development of this contract with the Brookings Institution and with 
President James Hall of the University of Washington in Seattle. 
At that time it was my understanding when I talked with President 
Calkins of the Brookings Institute that this was the first and only 
undertaking of this kind to assist a foreign government which they 
had undertaken. What has happened subsequently | cannot say. 

Mr. Narcuer. Do any of you other gentlemen know any other 
division of the Mutual Security Program that has a Brookings Insti- 
tute contract other than the one Mr. Chawner is to testify about? 

Mr. Kunze. I know of no other. 

Mr. Gravy. | do not believe there is with respect to adminis- 
trative 

Mr. Natcuer. I donot mean that. I mean anywhere in the mutual 
security program do you have one or more contracts with the Brook- 
ings Institute other than the one Mr. Chawner is testifying about. 

Mr. Gravy. I understand the point you are making, and I wanted 
to follow through and state to you that yesterday or the day before 
| made reference to the fact that we send people to Brookings. This 
afternoon we will be able to advise you as to whether we have any 
kind of written agreement with respect to the individuals we send 
there. 
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I do have a list of the people we have sent to Brookings and some 
breakdown on the cost. I meant to say the American Management 
Association—excuse me. 

Mr. Natcuer. Instead of Brookings. We will take that up this 
afternoon. 

Mr. Gravy. This was entirely about Brookings? 

Mr. NATCHER. a is entirely about Brookings at this point, 

That is all righ 

Mr. Murphy, or any of you other gentlemen, do you en of any 
other contracts other than the one we will take up with Mr. Chawner 
with Brookings? 

Mr. Kunze. | know of none. 

Mr. NatcHer. You know of none, Mr. Kunze. 

Mr. Kunze. We would not know whether Defense or DLE had 
contracts, but I am speaking for ICA. 





BACKGROUND 


Mr. Narcner. Mr. Chawner, you mentioned the fact that a Mr. 
Calkins is president of Brookings. What is his background? 

Mr. Cuawner. He has been president of the Brookings Institute 
for many years. He has worked on reports for the Congress —the 
House of Representatives and the Senate —has made a number of 





OF PRESIDENT OF BROOKINGS 






INSTITUTE 














studies of that kind. Brookings Institute is an agency, a nonprofit 
agency, of wide national reputation. 

Mr. Narcuer. Mr. Chawner, can you tell me if he is a former 
Government employee? 

Mr. Cuawner. | cannot give with complete accuracy his biograph- 
ical sketch, but my recollection of President Calkins is as follows: He 
at one time was dean of the School of Business at Columbia University. 
Also, formerly dean of the College of Commerce of the University of 
California. I believe he is a native of Virginia. I do not know of 
any previous connection with the U.S. Government. Naturally, I am 
not fully acquainted with his biographical record. 
SERVICE RENDERED 
Mr. Natrcuer. Mr. Chawner, I wish you would inform the com- 
mittee as to the type of contract we have with the Brookings Insti- 
tute, the period of time for which it is to extend, the amount involved, 
and the service to be rendered. 

Mr. Coawner. With respect to the latter, Mr. Natcher, when 1] 
first went to Korea as an economic financial adviser to improve their 
international economic operations, it became clear that one of the 
matters on which improvement was needed was the matter of their 
own tax collections. 

It became obvious that one of the improvements that was urate ntly 
needed in our relations with the Korean Government and with their 
own effectiveness of their own administration was improvement in 
their tax revenues, greater care with regard to the expenditures of 
their own funds. This was a matter that the Government itself was 
interested in. The present, or until his resignation with the rest of 
the Cabinet a couple days ago, Minister of Finance, Song In Song, was 
urgently endeavoring to improve their tax revenues. They made a 
request of our mission for advice and assistance. 
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AMOUNT AND LENGTH OF CONTRACT 


Mr. Narcuer. If I may interrupt you, in order to save time, can 
you tell me the amount involved in the contract? 
' Mr. Kunze. $377,070. 

Mr. Natcuer. Over what period of time is this contract to extend? 

Mr. Kunze. This contract was entered into on November 20, 1959, 
and will expire on August 31, 1961. This picks up, however, the 
erations under the Brookings Institute under a letter of agreement 
which goes back to May of 1959. 


NUMBER OF EMPLOYEES 


Mr. N ATCHER. Can you tell me how many employees are involved 
insofar as the Brookings Institute is concerned? 

Mr. &o NZE. One consulting economist, who is also the project 
director, one tax attorney, two economists, and one secretary-admin- 
istrative assistant. 

Mr. Narcurer. That makes a total of five employees? 

Mr. Kunze. That is correct. 

Mr. Narcuer. The total amount involved is what 

Mr. Kunze. What I gave you was overseas, Mr. Natcher. There 
are also two people on their home office staff charged to the conrract, 
one being a home office coordinator and a secretary. 

Mr. Natcuer. That makes a total of seven? 

Mr. Kunze. Yes, sir; that is correct. 

Mr. Narcuer. And the amount involved is what 

Mr. Kunze. $377,070. 

Mr. Narcuer. That was the information I wanted. This matter, 
as you and the committee know, will be called up when we have ou: 
technical assistance program and, Mr. Chawner, I appreciate yout 
coming up. 

Mr. Coawner. Thank you, sir. 

Mr. Passman. This particular session began endeavoring to estab- 
lish the need for $40 million, or a part of that, for administrative 
expense for ICA for fiscal 1961. Mr. Grady is in charge of that partic- 

ular appropriation and operation. He has been extremely fair in 
endeavoring to help the committee. 

| am sure I speak for the entire committee when me commend 
Mr. Grady for the knowledge he has acquired in the short time he 
has been head of this particular department. 

However, as we began to progress with the hearings, backstops 
began to show up, and we began to see our good friend across the table 

here backstopping other backstops. We branched off, because you 
were bringing people in who had nothing particularly to do with this 
appropriation, to back up the man who is trving to testify for it 
So we branched off a little bit. 


» 


GOVERNMENTAL AFFAIRS INSTITUTE CONTRACT 


We would prefer to have you call downtown at this time and fill 
is in on the $355,000, so we ean conclude the testimony on this 
Governmental Affairs Institute. 

If vou ean get that information, so we may coordinate it with the 


Other information 
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Mr. Kunze. 1am not sure this is it. Let me look at it, sir, 

Mr. PassMan. Have you had this sheet with vou all day’ 

Mr. Lawson. It isa reproduction and hardly legible and [ hesitated 
to read any of the figures 

Mr. Passman. Let us just hesitate now and find out whether or 
not that list has been with us all morning. 

Mr. Kunze. Mr. Chairman, [ have here a budget for the entire 
period of the GAIL contract, which | would be glad to give you for 
the totals involved. This will mean we will have to take out the 
partial totals | gave you before and will now give vou the budget 
totals for the whole pe ‘riod of the contract. 

Mr. Passman. Three vears? 

Mr. Kunze. From its ince ption, through August 31, 1961. 

Mr. Passman. Approximately 3 vears. 

Mr. Narcuer. Is this a part of the $355,000 and the information 
that we have been requesting here for the last several hours? 

Mr. Kunze. This will include both the $355,000 and the total 
which I previously gave you from the budget which appeared on one 
of the amendments. 

Mr. Natcuer. Mr. Lawson, have you had this information all of 
the while? 

Mr. Lawson. Yes, sir. 

Mr. Natcurer. Why not produce it? 

Mr. Lawson. As I explained to the chairman, it is a bad repro- 
duction. When I tried to read the figures in the last column—you 
might look at them—TI could not make them out. I did not want to 
give the committee anything that I was not sure of. 

Mr. Passman. Will the gentleman yield? 

Mr. Natcuer. I yield to my chairman. 

Mr. Passman. Can you determine the figures? 

Mr. Kunze. I think I can come close enough, sir. 1 might say 
also this is on a slightly more detailed breakdown than I gave you 
before, so it will not gee entirely. 

Mr. PassmMan. You would not have had any additional or any 
different information had you gone out and returned at 2 o'clock; 
would you? 

Mr. Kunze. No, sir. 

Mr. Passman. What you are detailing now has been in the posses- 
sion of Mr. Lawson all the time we have been discussing this program; 
is that correct? 

Mr. Kunze. This is my understanding. 

Mr. Passman. Detail it for the record. 

Mr. Narcuer. Go right ahead, Mr. Kunze. 


SALARY COSTS 


Mr. Kunze. [hope I can read it now that I have promised I would 
Salaries 

Mr. Grant. $596,000. 

Mr. Kunze. I think it is a ‘three’; $596,000. 

Mr. Natcuer. Right at that point, that figure is five what? 

Mr. Kunze. $596,235. 

Mr. Narcner. Mr. Kunze, why the difference between that figure 
and the $319,000 you gave us just a few minutes ago? 
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Mr. Grant. Sir, the figure you got earlier was that there were 
expenditures from the original period, from the date the contract 
was signed to August 31, 1958. This added up to $355,000. 

Then there was a budget for the period from Septe mber 1, 1958, to 
June 30, 1960, which was the detailed itemization that you received, 
which was for this particular period. 

Mr. Narcuer. We requested the breakdown on $355,000, Mr. 
Kunze, as you know, and it is my recollection that the salary item was 
$319,000. Is this figure you are giving us now of $596,235 for 
salaries? 

Mr. Kunze. That is for salaries and for the full period of the 
contract. 

Mr. Narcuer. You go ahead. 

Mr. PassmMan. Give us the period of the contract. 

Mr. Kunze. This covers the period from the inception of the 
contract through August 31, 1961. 

Mr. Passman. Give us the date that they went on the payroll. 

Mr. Kunze. I cannot give details. This is total. 

Mr. Passman. Still dealing with 12 employees. What is the date 
of the contract? 

Mr. Kunze. February 12, 1957. 

Mr. Passman. Did any of them go on the payroll at that time or 
at a subsequent date? 

Mr. Kunze. 1 would be sure they all went on the payroll subsequent 
to that period. 

Mr. Narcuer. Go ahead, Mr. Kunze. 

Mr. Kunze. Should I give these in round figures or do you want 
them exact? They run out to pennies. 

Mr. Narcuer. If vou do not mind, Mr. Kunze, give us the exact 
figure since you have the exact figure. 


OVERSEA DIFFERENTIAL 


Mr. Kunze. $596,235.79: The differential, this is oversea differ- 
ential, $13,493. 

Mr. Foro. That figure does not coincide with the $33,000 given 
previously. 

Mr. Kunze. There are some notes here. The figure of $596,000, 
which I gave you, includes an element of differential through February 
29.1960. There is for the pe ‘riod up to February 29, 1960, both the 
salaries and the differential in the $596,000. 

The differential figure which I gave you of $13,000 is for the 
budgeted period from March 1, 1960, through Aug ist 31, 1961, only, 
and that accounts for the smaller figure. 

Mr. Narcuer. Mr. Kunze, why change your bookkeeping method 
and system in the middle of the contract? 

Mr. Kunze. This does not change the bookkeeping system, sir. | 
Was trying to save time by giving vou the figures we had up here 
rather than going back to get them out of our records. We could 
break them out by a series of calculations for vou, sir. 

Mr. Narcuer. Go ahead. 
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RETIREMENT AND INSURANCE 


Mr. Kunze. The retirement, insurance, $39,345.88. 

Mr. Passman. That is still dealing with eo a 3-year employment 
period for 12 people? 

Mr. Kunze. This is still the same period, somewhat over 3 years 

Mr. PassMANn. Same 12 individuals? 

Mir. Kunze. Three and a half years. 

Mr. Natcuer. Go right ahead, Mr. Kunze. 


OVERHEAD COSTS 


Mr. Kunze. Overhead, $228,530.43. 

Mr. Forp. May | interrupt? 

Mr. Narcuer. I yield. 

Mr. Forp. I do not see such a title in the original listing that was 
cviven, 

Mr. Murpuy. Second from the last item. 

Mr. Narcuer. $143,000 originally 

Mr. ANpDreEws. $142,000, I thought. 

Mr. Kunze. $143,000. Fees for the senior committee, $20,714.25 

Mr. ANDREws. You speak of the senior committee. Who are they’ 

Mr. Kunze. The senior committee was Dr. Litebfield, Dr. Gulick, 
and Jobn Corson. 

Mr. Anprews. That takes care of the president, chairman of th 
board, and one of the directors. 

Mr. Kunze. These people were paid only while they actually went 

over to Iran and worked or worked here on the contr: act, sir. They 
were not on a compensable basis for the entire period. 


PER DIEM RATES AND REIMBURSEMENT 


Mr. ANDREws. What was the per diem? Can vou tell me? 

Mr. Kunze. Yes, sir. Dr. Litchfield received $100 a day per diem 
Jorn Corson received $100 a day per diem. Mr. Gulick received $100 
a day per diem. 

Mr. Passman. That comes out of the proceeds of the nonprofit 
institution; does it not? 

Mr. Kunze. This we reimburse them for. 

Mr. Natcuer. All right, Mr. Kunze, go ahead. 

Right at that point, Mr. Chairman, before we proceed further, | 
would like to know, Mr. Kunze, how many days did they spend 
accomplishing this mission. Can you tell me? 

Mr. Kunze. This indicates two visits to Iran for a total of 24 days, 
and stateside 24 days also—48 days. 

Mr. Natcuer. Stateside and abroad, at $100 per diem. 

Mr. ANpREws. Forty-eight days for each. 

Mr. Narcuer. That is correct. 

Mr. Passman. They drew the hundred dollars a day even though 
they were in Washington, where they live and where the Institution 
is domiciled; is that correct? 

Mr. Kunze. For the period that they were working on the contract, 
ves, sir, that would be correct. 

Mr. Narcuer. Go right ahead. 
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TRAVEL COSTS 


Mr. Kunze. For travel in connection with the senior committee 
gvain, $18,191.77. 

Mr. Narcuer. How many days did this mission entail? 

Mr. Kunze. This was the travel for the 24 days back and forth 
overseas. 

Mr. Narcuer. Twenty-four days just oveseas travel? 

Mr. Kunze. That is night; two visits, however. 

Mr. Narcuer. That amount, then, runs it up in the neighborhood 
of approximately $39,000? 

Mr. Kunze. No, sir. For the senior committee total salary 
plus 


Mr. NarcHer. Yes. 
EDUCATION ALLOWANCES 


Mr. Kunze. Yes, sir, that is correct. Education allowances, 
$14,400.51. 

Mr. Passman. Will the gentleman vield? 

Mr. Natrcuer. I yield. 

Mr. Passman. Could you tell us how many children these 12 spe- 
calists had? 

Mr. Kunze. I could not do it now. 

Mr. Passman. Could vou tell us whether or not they moved their 
families to Iran? 

Mr. Lawson. They did. 

Mr. PassmMan. All of them did? 

Mr. Lawson. I am not sure about all of them, Mr. Chairman, but 
the bulk of them did. 

Mr. Passman. They would only need the educational allowance if 
they had children; is ths at correct? 

Mr. Lawson. That is correct. 

Mr. PassmMan. Could you find out how many moved their families 
and how many children there were? 

Mr. Lawson. Yes; we will supply that for the record. 

The information supplied is included in the material appearing on 

Dp. 1170.) 

Mr. Narcuer. All right, Mr. Kunze. 


INSURANCE AND TAXES 


Mr. Kunze. Insurance premiums, accident insurance, $4,653.04. 
Social security taxes, $5,968.98. 

Mr. Narcuer. Mr. Murphy or Mr. Grant or any of you gentle- 
men, can you tell me as to why we should have retirement and also 
social security under this contract? 

Mr. Murpuy. | am sure the answer is that the Governmental 
Affairs Institute, being a U.S. organization, has to make the payments 
for social security under law, and they have their own additional 
retirement system for their employees. 

Mr. Narcuer. But this is a nonprofit institution. 

Mr. Murpny. Yes, sir. 
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RETIREMENT SYSTEM 


Mr. Narcuer. In other words, they have their own 
system, according to your information, for their employe es? 

Mr. Murpuy. Yes. 

Mr. Passman. Will the gentleman yield? 

Mr. Narcuer. I yield. 

Mr. Passman. What is the retirement expense? 

Mr. Kunzn. Retirement budget was was $39,000-plus. 

Mr. Passman. Could that be retirement for these officers, 
the 12 employees? 

Mr. Kunz. No, sir. That would be for the employees, not fo 
the officers. 

Mr. Passman. This $39,000 would apply to the 12 employees, why 
are employed for a period of approximately 3 years? 

Mr. Kunze. I am sure that would be correct, 

Mr. PassMan. That should be cleared up. 


ment system do you have, through which you have $39,000 deposited 
for retirement on 12 employees for 3 years? 

Mr. Narcuer. Just the senior committee. 

Mr. Kunze. I am sorry, Mr. Natcher; this is not the senior 
mittee, the retirement. 

Mr. Narcurer. The $39,000? 

Mr. Murpuy. There are two $39,000 items. The third item was 
retirement. 

Mr. PassMan. It must be a rather fabulous retirement program 
where you de posit $39,000 in approximately 3 years for 12 employees 

Mr. Kunze. There is a legend here of what kind retirement insur 
ance. Itis TIAA. 

Mr. Lawson. Teachers. 

Mr. Forp. Insurance, annuity; university and college program. 

Mr. Kunze. That is right. 

Mr. Forp. I did not have any idea it was that expensive. 

Mr. AnprEws. About $45,000 here for retirement, insurance 
social security for 12 people. 

Mr. PassMAN. For 3 years. 

Mr. Natcuer. Go right ahead, Mr. Kunze. The last item was 
social security, | believe. 


. and 


STORAGE COSTS 


Mr. Kunze. There is an item for storage, I am sure this is storag 
of personal effects to the extent we did not move personal effects of 
employees overseas, for $5,281.26. 

Out-of-pocket costs, this is a miscellaneous cost item, $12,105.68 


OUT-OF-POCKET EXPENSE 


Mr. Natcuer. Right at that point, Mr. Kunze, can you give me al 
example of this out -of- -pocket expense? What would it consist of? 

Mr. Kunze. Such things as inoculations, medical examinatio! 
before going overseas, telephones in connection with it, cable costs that 
would not be 

Mr. NarcHer. $12,000 for 12 employees out-of-pocket expense? 


Mr. Kunze. This is what was set up as the budget, sir, ves 
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Mr. Passman. And approved and paid by ICA? 

Mir. Kunze. Not necessarily been paid. 

Mr. PassMAN. Payments are being made against it, and they have 
firm contract? 

\lr. Kunze. To the extent that they can show that they did incur 
these kinds of expenses, they would be paid. 

Mr. Passman. They have a firm contract; and just what you have 
numerated there, it has already been approved by Mr. Lawson? 
fhe contract has been approved? 

Mr. Kunze. The contract has been approved. 

Mr. PAssMAN. As you are reading it off? 

\Ir. Kunze. This ts right. 

Mv. Passman. Thank you, Mr. Natcher. 


REPRESENTATION EXPENSE 
NarcHer. Mr. Kunze, do you have any representation expense 


Kunze. No, sir. 
NatcHer. Anywhere in this contract? 
KuNzE. No, sir. 
NaTtcHer. Go right ahead, Mr. Kunze. 


U.S. TRAVEL ALLOWANCE 


Mir. Konze. Travel allowance in the United States, $5,368. 

Mir. Narcuer. Where would that travel take place here in the 
United States? For what purpose would these men be traveling? 

Mr. Kunze. This would be the cost of transportation, for example, 
coming to Washington for indoctrination before they go overseas, 
within the United States from home or place of business. The cost 
of travel for the people we talk to coming to negotiate the contract. 

Mr. Passman. Will the gentleman vield? 

Mr. Narcuer. I vield to my chairman. 

Mr. Passman. Mr. Lawson seemed to know quite a bit about these 
people this inorning. Did any of them live in Washington, D.C.? 

Mr. Lawson. Corson lives in Arlington. 

Mr. Passman. Within a radius of 50 miles of Washington. 

Mr. Lawson. Some did, but not all. 

Mr. PassMan. Let us go further. It might be vou would want to 
go in and recover some of this money. 

Mr. ANprREWws. Renegotiate. 

Mr. Kunze. It is not an amount we agreed to pay them regardless 
of what happened. It is a maximum figure. 


CONTRACT EXPENDITURES TO DATE 


Mr. Passman. You have negotiated this contract, you agreed to 
it, vou signed it, vou have already paid them $878,000. Have vou 
registered any complaint with them since this contract has been in 
effect. for anv overcharges? 

Mr. Lawsox. Mr. Chairman, that would not be my job. Our 
auditors catch up with any overcharges. 

Mr. Passman. You have paid them $878,000 so far against this 
contract, through fiscal vear 1960. 
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Mr. Kunze. All these costs would have been documented by 
vouchers which GAL has given to the Office of the ¢ omptroller for 
reimbursement. 

Mr. Passman. We are dealing with an approved contract) which 
Mr. Kunze executed for his Government. 

Mr. Narcuer. Go ahead, Mr. Kunze. 


INTERNATIONAL TRAVEL 


Mr. Kunze. International travel from here to Iran, $20,158.15. 

Mr. Natrcuer. This $20,000 figure vou have just given us applies 
to the 12 employees? 

Mr. Kunze. And their dependents, | believe, sir. Just a minute. 

Mr. ANprEws. You have just a fraction above, travel for the senior 
committee. 

Mr. Passman. While the gentlemen are reconciling their figures, | 
should like to say for the record that as we are dealing with a non- 
profit institution, it is going io be somewhat frightening when we 
start our investigation on some of these institutions which operate for 
a profit. Thank you, Mr. Natcher. 

Mr. Natrcuer. All right, Mr. Kunze. 


TRANSPORTATION OF AUTOMOBILES 


Mr. Kunze. Transportation of cars, automobiles 

Mr. Natcnser. You mean the automobiles of the 

Mr. Kunze. Personal automobiles of the individuals. 

Mir. Narcuer. Twelve employees? 

Mr. Kunze. Yes. 

Mr. Natcugpr. Did each have one or more? 

Mr. Kunzp. One. 

Mr. Natcuer. Each had a car? 

Mr. Kunze. Maximum of one. I am not sure whether all took 
their cars, but they were permitted to; $20,758.15. 

Mr. Natcner. For transporting vehicles of the 12 employees? 

Mr. Kunze. Yes, sir. 

Mr. Passman. To and from? 

Mr. Kunze. Yes, sir; total. 

Mr. Narcuer. The household item? 

Mr. Kunze. I should point out, incidentally, that the same people 
did not continue to stay the full 3 years. Some went over for a year 
and a half and were replaced and somebody else went over for a year 
and a half. To that extent this transportation of cars might well 
represent a transportation of more than 12 vehicles. 

Mr. Passman. Still dealing with 12 specialists? 

Mr. Kunze. Maximum. 

Mr. ANnprews. Then we should have more names 

Mr. Kunzr. The ones Mr. Lawson gave you are the people now 
in Iran. 

PERSONNEL PREVIOUSLY IN IRAN 


Mr. ANDREWS. What about people who went over there before 
ese 12? Could you give us their names and a little of their back- 
oround ? 
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\fr. Lawson. We will get the names of all people who have been 

lran under this contract. 

Mr. Passman. At no time did you have more than 12 being carried 
n the rolls? 

\ir. Kunze. That is right. 

Mr. Narener. And their background for Mr. Andrews’ question, 
all employees and their background. 

(The information supplied is included in the material appearing 
on p. 1201. 

PRANSPORTATION OF VEHICLES 


\fr. Narcuer. As I understand now, taking the vehicles over of 
these employees was $20,758.15. 

Mir. Kunze. Yes, sir. 

\ir. Narcuer. Do you have an item there for transporting house- 
hold furniture and equipment? 


TRAVEL FOR TECHNICIANS 


Mr. Kunze. I am getting to that, sir. Transportation of tech- 
nicians—these are the mternational transportation costs—$90,909.85. 

Mr, Passman. What is that for, sir? 

Mr. Kunze. The international transportation, going to and from 
Iran, by the individuals serving under the contract. 

Mr. Passman. The 12. 

Mr. Narcurer. No; all employees. 

Mr. Kunze. All of the employees, with the exception of the senior 
committee, which I gave you a previous figure for. 

Mr. Passport. At no time did you carry over 12 on the payroll out 
of this? 

Mr. Kunze. Not at one time, 

\Ir. Passman, For 12 employees for 3 years you are dealing with a 
$90,000 transportation travel figure; is that correct? 

Mr. Kunze. It could have been as many as 18 or 19 people who 
went back and forth. 


DURATION OF EMPLOYMENT 


\Ir. PassMman. Had you had a contract that these 12 employees 
would remain over there for 36 montbs, the 3-year contract, you 
would not have had any transportation figure of $90,000; would you? 

Mr. Kunze. It probably would have been smaller. 

Mr. PassMan. Because they are coming home oftener than our 
ambassadors come home? 

Mr. Kunze. I do not believe so. 

\Ir, Passman. How often do the ambassadors come home, on the 
averace? 

Mr. Kunze. If we had insisted on a contract under which we re- 
quired them to serve a full 36 months, we would not have gotten the 
kind of competence which we did in the individuals who served under 
the contract. 

Mr. Passman. Go ahead. 

Mr. Narcuer. How do these two items here of $90,909.85 for 
ee expense for the technicians, and the item of $20,158.15, 
LOW —— 
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TRANSPORTATION OF AUTOMOBILES 


Mr. Kunze. This was the $20,000 that was transportation of cars, 
sir. 

Mr. Narcuer. No. The $20,758.15 was for cars. The item ahead 
of that was $20,158.15. How do you arrive at these two particular 
figures? What do they mean? 

Mr. Kunze. I started to give you before, sir, a travel allowance 
in Iran or to Iran. This shows up as a rial cost, not a dollar cost, 
I had been planning to give you the rial cost afterward. 

Mr. Narcuer. You mean the $20,158.15 is a rial cost? 

Mr. Kunze. No, sir; that is the cost of transportation of cars. 

Mr. Narcuer. You have given a ear figure of $20,758.15. The 
figure you gave us just ahead of that was $20,158.15. 

Mr. Kunze. If I did, | gave it to vou in error, sir. The previous 
$20,158.15, which is listed by Mr. Murphy— 

Mr. Narcuer. Also over here 

Mr. Kunze. Was designated travel, international, and that is 
incorrect. I slipped down one column too low. 

Mr. Narcner. What would that figure represent, then? What 
does the figure of $20,158.15 represent? 

Mr. Kunze. I only have one $20,758.15; I only have one item. 

Mr. Narcner. That item does not apply? 

Mr. Kunze. This is transportation of cars. 

Mr. ANprREws. $20,158.15 goes out? 

Mr. Kunze. It is out. 

Mr. ANprEws. You did give it as travel, international. I made the 
statement that it was just a fraction above what the travel for the 
senior committee was for all 12 people. 

Mr. Kunze. | am sorry, my ruler slipped down on the right-hand 
column, and it was not against the correct item. | have given 
transportation of technicians. 


Mr. Narcuer. Yes. 


AIRFREIGHT 





FOR EXCESS BAGGAGE 
Mr. Kunze. Airfreight for excess baggage, $12,438. 
Mr. Passman. Could you break that down, as to what that excess 
baggage represents? 

Mr. Kunze. They were authorized 50 pounds of excess accompany- 
ing baggage which may be taken for each dependent under 2 years of 
age traveling by air without a ticket. 

Mr. Passman. Repeat again the excess baggage cost. 

Mr. Kunze. $12,438. 

Mr. Passman. Do you know what part of that moved by air? 

Mr. Kunzer. This is all designated as airfreight, sir. 

Mr. PassMan. These people are going over on along mission. There 
are 12 of them, or others who may have been going while part of the 
12 were returning, and the excess baggage cost was $12,000; is that 
correct? 

Mr. Kunze. This is what it appears to be; ves, sir. 

Mr. PassMAn. As air cost? 

Mr. Kunze. That is correct. . 

Mr. Narcuer. I would like to ask a question at this point pertain- 
ing to the contract entered into by ICA and the Governmental Affairs 
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Institute. Has the General Accounting Office made any investigation 
of this particular contract? 

Mr. Murpny. Not to my knowledge. 

Mr. ANprEws. | move we submit it to the General Accounting 
Office just as soon as possible. [| think it ought to be investigated. 

Mir. Passmax. | might sav to the distinguished gentleman from 
Alabama that the record should be clear that says this has been estab- 
lished as about the average type of contract. 

So when you go into the many different contracts, in all probability 
there will be very little difference. 1 think this particular one, being 
somewhat typical, would be one for which we should immediately ask 
for investigation and a report. Then, if it is indicated, maybe every 
contract we have in effect should be investigated. 

Mir. ANprews. If Mr. Lawson says he fee us the taxpayer is getting 
a dollar’s worth of value, there is a great difference between his opinion 
and mine. 

Mir. Passman. Do vou have any more expenses? 

Mr. Kunze. I would like to clarify the previous line item I gave 
vou. It appears here as airfreight excess baggage; so Ll am sure:it 
includes not o ily excess bage: age for airfre Ik eht but also the airfreight, 
of which the technician and dependent were permitted to take 200 
pounds each by airfreight. This cannot possibly be accounted for by 
all children. 

Mr. Passman. If you put transportation of cars and the storage of 
personal effects and give us transportation of household effects 


TRANSPORTATION OF HOUSEHOLD EFFECTS 


\Ir. Kunze. The last item is transportation of household effects, 
$24,605.41. 

Mr. Natcuer. How much are they allowed to take as to pounds, 
Mr. Kunze? 

Mr. Kunze. Not to exceed 5,000 pounds. 

Mr. Narcner. This amount vou just gave us applies to ail em- 
plovees who have gone abroad in this program; is that correct, or 
just for the 12 we now have in the program in Iran? 

\MIr. Kunze. This is the total of all the people who went overseas 

Mr. Narcuer, Mr. Chairman, as I understand it, Vir. Kunze and 
the other representatives here of [CA will furnish us this afternoon 
with the balance of the es toge ‘ther with the background of 
each, their salaries and their fringe benefits. 

At the time I called this matter up, Mr. Chairman, as to whether 
or not any contract Was 1p existence with the Governmental Affairs 
Institute, it never occurred to me that we would develop such things 
as have developed in the interrogation of these witnesses. 

still maintain, Mr. Chairman, that this is the most outrageous 
thing that has he uppene ‘d since [ have been a member of this committee 
as far as expenditure of money is concerned. 

Mr. Passman. Might I say to the distinguished gentleman from 
Kentucky that we are not indicating any dishonesty as such; but it 
isa clear indication of mismanagement, no conception of what it is 
to earn money to meet payrolls, very little consideration for genera- 
tions yet to be born;.and when we get into these contracts, I am 
afraid you are going to find the others just about the same 
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JOHNS HOPKINS INSTITUTE CONTRACT 


We established that we went to Johns Hopkins University for a 
course they did not teach. The ICA people said, ‘‘We wil prescribe 
the course.”” They entered into an agreement to pay Johns Hopkins 
University $4,000 per student tuition for a 5-month course. For 20 
ICA students, the tuition to Johns Hopkins for the 5-month course 
amounted to $80,000. They are now teaching their fourth class. 

It was further developed that a lot of the instructors are Govern- 
ment emplovees, some of them ICA officials, who are appearing 
before the classes, lecturing them; vet Johns Hopkins is drawing 
$80,000 for 5 months’ training of these 20 ICA trainees. 

You will never bring this program under control if things like 
this continue to happen. It must be brought to the attention of the 
Congress, and when Congress works its will, we have done our duty. 

Mr. Anprews. Mr. Chairman. 

Mr. Passman. Mr. Andrews? 


BREAKDOWN OF OVERHEAD 


Mr. AnpreEws. I want to request that we have a breakdown on 
this item of $228,530.40 overhead. 

Mr. Passman. We do request that information. 

Mr. ANprEws. That should be explained to this committee. The 
overhead is $228,530.40. The first figure they gave us was $143,000 
overhead. Then from the new sheet it jumps up $228,530.40 over- 
head for a nonprofit organization. I think we should certainly go 
into it and find out what that money was spent for. 

(The information supplied follows:) 


TI e $228,530.48 represents the estimate d 


l amou udcetle e contract for 
overhead to cover the entire period of the contrac L. February 12, 1957, 
through August 31, 1960. The amount to be actually paid : ead under the 
contract is determined by ICA audits of the contractor s records 

Total overhead payment for the period of February 12, 1957, to February 28 
1958, as authorized by the ICA audit amounted to $386,573.92 his consi 0 
the followin: expenses Administrative salaries and w es “as aqdjuste ; ird 
member fees; employees’ retirement insurance; group medical insurance la 
security contributions; supplies and expenses; telephone and telegraph; brochur 
publishing expense; staff travel; board travel (as adjusted) ; depreciation, furniture 
and fixtures (as adjusted > publie liability insurance ccounting fe ind ia 
fees. 

The amount of $36,573.92 was arrived at by determining the actual overhead 
rate for the period (42.19%) and applying this rate to the direct salaries and 
wages of $86,688.60 incurred under the contract for the I riod | idited 

The actual overhead rate of 42.19 percent was arrived at by re i@ the total 
adjusted overhead expenses of the entire institute’s operation to the total direct 
salaries and waves pertinent thereto. In Lius process, certain tenis or portions 
of items of the total overhead expense as rep d by the institute were eliminated 
as not acceptable for allocation to the ICA contac 

The computation for arriving at the actual overhead rate of 42.19 percent 1s 


illustrated below 


The computation for arriving at the actual overhead rate of 42.19 percent 1s 
illustrated below: 


| Total idjusted instutite overhead and expenses. . $92, 034 30 
(2) Total institute direct salaries and wages $218, 165. 93 
(3) Overhead rate: (1) $92.034.33 equals yercel 12.19 


(2) $218,165.93 
(4) Overhead authorized __ _- 


9 =72 99 
SOO, 010 QZ 
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Mr. PassMaANn. | indicated earlier that the committee would be 
shocked when we start dealing with these contracts where you are 
doing business with institutions that operate for profit. 

Mr. Anprews. I think we owe it to the Congress and to the com- 
mittee. Who can tell us about that overhead? 

Mr. Narcner. If you will yield to me at that point, I understand 
that information is going to be furnished this afternoon. You are 
voing to have your breakdown on this item; is that correct? 

Mr. Kunze. We cannot give a breakdown on overhead, s 

Mr. ANprews. Mr. Lawson made the contract, sat in on the exe- 
cution of this contract. Can vou not tell us what that is? Were you 
shocked when you saw an item of $228,530.40 over and above the 
salary of the technicians who went overseas, the transportation costs, 
the freight costs, and everything else? Did you ask any questions 
about the $228,000? 

Mr. Passman. That is still in connection with the 12 specialists? 

Mr. ANprEws. He did not answer the question. Did you ask any 
questions about it? 


















BASIS FOR 





ESTABLISHING OVERHEAD 









\Ir. Lawson. The overhead charge is figured on the basis of audits 
made after the contract has been in operation. We normally specify 
percentage of total cost for overhead. This percentage for over- 
head is not out of line with overhead under other contracts. 
Mr. ANpreEws. That is vour opinion. In my opinion, it is way 
out of line. 







Mir. Passman. That does not make it correct, because it is not out 
of line with other contracts. 

Mr. AnNprews. You tell us vou sat there, signed that contract, and 
obligated the poor, burdened American taxpayers. 

Mr. Lawson. I did not sign it. 

\Ir. ANDREWs. You supervised the execution of it. You were 
nere. 

Mr. Lawson. Yes. 

Mr. ANpbrEWs. What questions were asked about this item of 
$228,000? It is a line item in this contract. 

Mr. Kunze. Can I speak to this? 

Mr. AnprEws. I wish somebody would. 

Mr. Kunze. It is normal practice, not only in Government but 
in industry, in entering into contracts to pay indirect charges which are 
represented by overhead. The amount which was originally set 
forth in this contract called for a provisional rate of 40 percent of 
direct salaries to pay for overhead. 

This was established on the basis of an audit of the records of the 
Governmental Affairs Institute. The rate of 40 percent, being pro- 
visional, is subject to revision year by year. We made an audit of the 
Governmental Affairs Institute records in February 1958. Their 
actual overhead rate at that time was 42.19 percent. At that stage 
of the game, the contract. was amended to provide for a provisional 
rate of 43 percent. 

Again, this will be subject to audit after the expiration of another 
2 years, and we will get actual figures so that these figures represent 
what our accountants have found to be actual expenses which are 
ttributable on a fair across-the-board distribution to our contract. 
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AUDIT REPORT OF CONTRACT WITH IRAN 


} 


Mr. PaAssMAN. May we have the name of the auditor or auditors 
who audited this institute’s books, and the date of the audit? 

Mr. Kunze. We can get that for you. 

Mr. Passman. We want also a copy of the audit report. 

(The information supplied follows: 


INTERNATIONAL COOPERATION ADMINISTRATION, WaAsHINGTON, D.C 


REPORT ON EXAMINATION OF FINANCIAL RECORDS OF GOVERNMENTAL A IRS 
INSTITUTE AS THEY RELATE TO ConTRAcE With GovERNMENT OF TRAN AS AT 
FEBRUARY 28, 1958 

AUDIT DIVISION OFFIC! 1 THE CONTROLLER y 8 58 
PIO/T 65-71—-116—-3-60258 
PIO/T 65-71-116-3-80163 
Contract ceiling: S677,465. 
<piration date: August 31, 1960. 
INTERNATIONAL COOPERATION ADMINISTRATION, 
Was! nolo? LD Jj / As Pugs 

To: Mr. Edward 1} Pennant, Direetor, Audit Division. M CON‘ 

Subject: Field audit—Governmental Affairs Institute (Trai 
\n examination of the financial records of Governmental Affairs Ih stitute, as 

they pertain to its agreement wit! International Cooperation Administration 


Iran), for the period February 12, 1957, to February 28, 1958, has been made 
by a representative of the Contract Audit Branch. 

The auditor affirms that Governmental Affairs Institute’s dollar charges are 
substantially correct, and are in aceordance with the contraet provisions. 


aks 
amended, and that the fiscal operations are generally satisfactory, us they relate 
to this contract The scope of the examination is set forth in det Lin the attached 
report. 

You will be idvised of anv com! ents received from ICA offices that would 
pertain to this contract audit exan inntio 

ALBERT P. BarrLeMa? 
Chief, Contract Audit Branch, Audit Division, 


CONTRACT PURPOSES 


Under date of February 12, 1957, Governmental Affairs Institute entered into 
an agreement with International Cooperation Administration, for the purpose of 


rendering to the Government of Iran certain teehnieal assistance and advice in 
improving its organizational structure and administrative pre cedures under a 
7-vear plan organiz ition with respect to its planning and de velopmental activities. 
The effective date of the contract was February 27, 1957, Ipor the establishment 
of a rial letter of commitment to Bank Viel 1th Iran, who in turn issued a letter 
of credit to the contractor. Subsequent amendments expanded the scope of 


) 


activities, extended the termination date to August 31, 1960, changed the overall 
reimbursable dollar limitation to $677,465 and increased the [ranian currency to 
a maximum of Rls 10,150,000. 

In the accomplishment of the amended contract objectives Ciovernmental 
Affairs Institute agreed to recruit, employ, send to, and maintain in [ran a field 
staff of not more than 11 management and manpower specialists; also to provide 
a senior committee to undertake the broad direction of the contractor's services 
The committee consisting of three individuals, is responsible for the review and 
approval of major recommendations prior to formal submission to the Government 
of Iran, and under the terms of the contract, it maintains a careful surveillance of 
the progress of the work at all times. In addition, the contractor is required to 
submit semiannual performance reports to the Government of Iran, to this 

geney and to the U.S. Operations Mission, Teheran. At the conclusion of its 
services, a comprehensive final report is also to be submitted by Governmental 


Affairs Institute to GOT, ICA/W, and to USOM., 
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REPORT FROM USOM, IRAN 


Phe U.S. Operations Mission in Teheran was requested to review its own 





neial records and to submit to ICA/W certain information and local costs 
applicable to the audit period under review. Their reply, received on June 18 
1958 (TOLCA A-2519) indicates that all phases of the contract are being satis- 


factorily performed. The arrival and departure dates of staff personnel coincide 
with the contractor's stateside records The report states that the leave records 
maintained by GAI, Teheran are considered adequate by the USOM auditor 
It rnises the question regarding final disposition of certain nonexpendable property 
procured with contract funds (not specified in the contract), and it points out 
that their project director, Mr. Wilson Harwood, wrote to GAI/Washington on 
October 15, 1957 and suggested that this subject be discussed with ICA/Washing- 
ton. It recommends that final disposition of this property be clarified in the next 
contract amendment. 
(Refer to recommendations. 


CONTRACTOR'S RECORDS AND CONTROLS 


The financial records of Governmental Affairs Institute are maintained sub- 
stantially on a cash basis, and they consist of a general ledger, a cash receipts 
and disbursements book, a payroll register, and a general journal. These are 
supported by paid invoices, personnel employment records, correspondence 
folders, and individual expense reports. All disbursements and receipts are sup- 
ported by vouchers and bank deposit records, respectively. Disbursement 
vouchers are filed in alphabetical order in chronological sequence and attached 
thereto are original paid vendors’ invoices, employee expense reports, and other 
substantiating source data. Related check numbers are shown on all paid bills. 
The books are kept on a calendar year basis and are audited annually by F. W. 
Lafrentz & Co., certified public accountants. 

In our examination, all information required was readily available, and, i: 
our opinion, the records and controls of contraet costs are adequately maintained, 


SCOPE OF AUDIT 


The total dollar cost of operations during the period under review were 
$220,807.13, all of which had been reimbursed to the contractor by ICA/W on 
the basis of *‘no-pay’’ vouchers as provided for in the contract. The foregoing 
amount does not inelude the original advance by this Agency of $62,500, which 
is still held by Governmental Affairs Institute. 

Our examination was directed toward ascertaining that the expenditures were 
made in accordance with the financial provisions of the amended contract. The 
field audit included an inspection of payroll records, paid invoices, expense vouch- 
ers, canceled checks, pertinent correspondence and other data, to the extent con- 
sidered hecessary in the circumstances, 

An analysis of the cost elements follows (schedule A 


Sa r7es- Artie le TY, D lia and g of contract senior committee members S5.8675.00 
(techniciar $86,688.60 


The agreement, as amended, provides for the reimbursement of base salari: 
paid by the contractor to technicians performing services under the contract at 
amounts approved in advance by ICA, subject to normal merit and promotion 
increases in accordance with the customary practice of the contractor. Such 
salaries generally commenced on the dates of departure from their homes or nor- 
mal places of business in the United States for work in [ran and continue until the 
technicians’ return thereto upon completion of contractual services. 
Compensation paid to senior committee members is also reimbursable for 
prescribed services under the contract at rates approved in advance by ICA/W. 
for the period under audit we found no instances where the salary rates paid 
in the field or to senior committee members exceeded the preapproved rates of 
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this Agency. The following table shows that salaries of field staff members wer Liovds 
not paid for unreasonable periods prior to their arrival in Iran: Agency 

















st \ 
| 1 re 
Approved Date salary Arrival Departed in 
Name and title innua started in Iran from Iran 
base pay 
isé pay S} 
i — i 
} nnt r nait y 
Paul D. Bann counting and auditing at 
adviser $15,000 | Apr. 23.1957 | Apr. 28,1957 
Janice L. Gritlith, administrative assistant $,515 | Mar. 20,1957 | Mar. 20, 1957 () ind ae 
Wilson F. Harwood, project leader 16,000 | Mar. 6,1957 | Mar. 13, 1957 ) 1 the 
T. Mar! Hemy rg t land man . 
wement s] | 10, 850 do do ) . nen 
Clitford C. Hulse, associate adviser 12,200 | Apr. 23,1957 | Apr. 25,19 Oct. 16, 1957 tect 
Ric iv. WV i nel administra ‘ 
t 13,12 Mar. 6.1957! M 1957 
( R 179 | June 11,19 Tune 15, 1957 ) mae 
B.M nt sj t june 4,1 June 8, 19 a 
M.S r j l \ oH, | \ 20 l 
T 
Bes ' a Se ea as 1 
We ascertained that in no instances did the eontractor pay salarv of. st | 
mcmper: or travel in ex ‘ess of 3 davs per person, or 7 davs per person for rave 
ind orientation. With respect to the three senior committee member it 
verified that the compensation paid for services perfermed in Iran or in th 
United States, did not exceed Si00 per day for each individual pursuant to th 
terms of the cont as amended Vaeat and sick leave records applicable { 
contract personnel are adequately maintained, and no exceptions 
reiative to ivroll xcecounts. ~ 
QOrerhead {rtre [V D.10 (a j f) i} co cl 854.057 .0 5 
lo cover indi ( s incurred by Governmental Affairs Institute alloeabl 
Lhe co i i erheud wvilov nee is provided fo her ot 40 nerecent o 
bese ri ! » OV SI < ¥ te i eng ed oun ' | 
fore = prov oO! r the ) 1¢ r’s il j . ( | ‘ 
ai rie ed o1 ictual rate deve 1 }yy | | ‘ 
bv If 1 oO! The ipprop} U.S. Governme t ey 
I i\ Le « erved hat ne elfective date reement VW ~ ] et mir 7 1057 
and since oul dit ecuton was de at the lose of business on Fehr ivy PR. 1958 
we considered the 12-month intervenine period as the initial fis l venr of contrae . 
it LICS, \ecor net) itl eyT erliivin t} mathem i¢ | ICelly } mou : 
billed ICA/W on the provisional rate basis e then reviewed the eontractor’s 
finn “ial records o1% indirec expenses for the fiseal venr ul dey wait nad tAD- 
ls ed An { il OVE rhe id rate of 42.19 pnerceni rhe eontractor iil he not! ie 
by letter of this office’s determination for the period ended February 28, 1958 
ivised empl such 7 ( 12.197 Ce for adiustment of prior invoices al E 
O ! rr billing purposes covering the 12 months ending February 28 
LYOY, cordance With the terms of Lhe ConLract tefer to ree ymmendations. 
Post d frerentia Article IV'.D.1(b) of contract 12,803.50) 


Oversea differentials to the technicians while perforn ing services under th 
eontract in Ir in are reimburs ible, in ieecord ance with the contractor’s customary 


practice, but at a rate not to exceed the rate pai ito ICA emplovees in Iran pur- 
suant to the “Standardized U.S. Government Civilian Allowance Regulations f 

Foreign Areas.”’ We ascertained that the prevailing rate was 15 pereent of bas 
salaries and verified that such rate had not heen exceeded by the contractor 
Also, no differentials were paid for periods prior to technicians’ arrival in Iran 
Computations ere che *-ked and no mathematical or other inaceurnceies wert 
noted. 


Ins irance, el rhe il, ana social eCcurity | 1Ccilé i¥.2D: >, 4, and 5 of contract 


($1 ,642.5¢ 3 S6,089), £1.196 H4 
Under the rms of the amended agreement, the contractor is to be reimbursed 
for the cost of premiums paid for accidental death and dismember ( nsul 
for each of Its ove! th pe rsonnel, eontril utions to retirement ins rane pre! ims 
for technicians who are partis Ipants in he contractor’s retirement plan, and the 
emplover’s share of social security taxes (Federal Insurance Contributions Act 
paid for tect clans, Wi amined copies of IMSsuranece poli it , Pp premiul ™y 


acent Invoices, and traced related payments to the cash book 1 tie includ 





ere 


4 


S, 
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Lloyds of London Accident Insurance represented by Silver Spring Insurance 
Agency and Teachers Insurance and Annuity Association of America. Social 
security payments were verified in connection with our payroll phase of the audit 
with respect to the nine employees who were assigned to duty in Iran. No dis- 
crepancies were found, 


l'ransportation costs: Article I\',D.6 of contract ($62,021.44 


included in the above category are international and domestic airplane fares 
and surface transportation of contractor’s personnel, senior committee members, 
and dependents of technicians under contract for 1 vear or more, at rates set forth 
in the agreement. The transportation costs include travel (if required) via Wash- 
ngton, D.C., for embarkation. Also, shipment of personal baggage, household 
ffects, privately owned automobiles, related packing, crating, and trucking charges, 
is Well as costs actually incurred for commercial storage at amounts not to exceed 
the limitations outlined in the contraet, were reimbursed. 

Since the system of accounting used by the contractor classifies the afore- 
wntioned items by various segregated accounts, we were able to verify actual 
listribution as follows 


Tv 


l Y ional travel by staff to Tran ; P . See. 200; os 
[International travel by staff from Iran 1, 640. SO 
ional travel by senior committee (round trips 4,832. 54 
1) el iff “ 197, 48 
) ( el D\ ( rr committe Lod. oe 
Subtotal ccc So Rei 
ess bageage of stail ; 6, 169. 38 
Household effeets of staf 17, 841. 38 
Privately owned ears of staff 8, 437. 11 
sf ge eosts of staff 191. 60 
Pot 7 62, 021. 44 
served that no merine insurance was paid contractor on shipment 
if property Domestic milerge costs for personal automobiles were in 
lance with standardized Government travel regulations. In order to satisfy 
i the eur Or Ul my . ICA/W \ exan ed, on a test check 
mM é é ' 5, receip ed mivoices from travel agencies, alr ihes 
is; paid bills for shipping, paeking and dravage companies, warehouse 
ej , and individual travel expense vouchers. \pproximately one-third of 
t € { CANnCeLe chee S were MsHeect ¢ | In ther pwosta ces DAVmMeNnts were 
cer oO the eash daispbursemelnt record, No Irregularities were found in respect 
elmburseme for transport LOT 
unces: Article IV, D. 7 and 8 of contract ($1,400.75 
I nended contract | ovides for certain allowances to perso! el performing 
: Vices There inder and lependents I Lechbucians, while in travel sta S INCLUGINE 
en route bevond the control of such personnel, Also, a per diem 
nee for senior committee members and consultants is provided for periods 
( i sper a it n performi -ervices relatable to the e litract,. 
We checxed 1e Geparture and irrival d es of all t ( rs I rei YUrse 
t Was requested lt was observed that ai planes el seaa exclusively [0 
( portation a d that the elapsed Lime per piss ed betwee! 
> i In or ( instance Was orlel ecessal ind in that cas 
? davs were required Wi secertained that a pe dis of $12 was pxid 
1ul 1 | r de ends { hile in wr vel snd senior ¢ Mil t 
rs received llowance while in Iran at the rate of S11 per d pursuant 
( ciual provisions The amount ef expenditure 1 numbe f trips 
were within limit ns of the agreement oO exceptions were noted 
Out-of-pocket expenses: Article IV, D. 9 of cont $4,952 
ese eX] di ire ‘ rene eervanil diree ( sts] idd I 1 s re1n- 
eT e mit ned suel rim i¢ On ¢ pe SCS erephone eied bp Dos r¢ 
cal reparation and reprod ion of traini nd ref ce om ials 
i rep ~ 1) Ks ( i ll mstruction 1 i tre Spo! oO 
hereot s passport ind medical fee nd other similar do] 
! l pe for ill 1c¢ ul der the ( ! L 
( ct 15.000 | ' | ! f 1 ¢ \ 
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al 
examination of paid invoices from outside vendors, long-distance telephone toll 


We asec rtained that contractual provisions had been complied vitl after 


slips, duplicate telegrams, copies of cables, individual expense vouchers, and 
mailroom records No discrepancies were found but arrangements should be 
made for disposition of office equipment at terinination of contract (refer to 
recoInmel d itlols 


Kducation allowances Article T\ 2 D. 11 of amendment No. 1 of contract ($3,700.00 


On August 19, 1957, the captioned amendment was executed. One of the 
clauses of this amendment provides for reimbursement of education allowances for 5a 
dependent children of certain technicians in accordance with ‘‘U.S. Standardized 

fegulations (Government Civilians, Foreign Areas).’’ We inspected receipts for 
the total amount disbursed from the community school in Tehran for English- 
speaking children representing tuition for 12 students from the families of 5 
technicians The bills were rendered in [ranian currency (rials) and converted 
10 the U.S. dollar equivalents when reimbursed. It was noted that for the period 
covered, the cost of tuition amounted to $320 for each child in full attendance, 
One student registered late and took a shorter course. After verifving the mathe- 
that the applicable section (TL: SR-6S8) of the above-mentioned ‘Standardized 
Regulations’? were fully complied with by the contraetor. 


matical accuracy of the bills and testing the conversion rate, we were = satisfied 


RECOMMENDED ACTION 
Overhead = 


It is recomumnended that for the accounting period under review, adjustments 
be made in the billings for indirect costs from the provisional Overhead rate of 
10 percent to the actual rate of 42.19 percent of base salaries paid to Oversea 
technicians. It is recommended further, that for the fiscal vear ending February 
28, 1959, such actual rate (42.19 percent) be used for billit purposes Oh a pro- 
Visional basis (Administrative Audit Branch 


USOM and out of pocket 
It is recommended that contractual arrangements be made for the dispositio1 


of certain office equipment (nonexpendable oversea property) at the termination 
of the contracts (Office of Contract Relations) (Office of Administrative Services 


AUDITOR’S CONCLUSIONS 


I have examined the applicable accounting records of Governmental Affairs 
Institute pertaining to this agreement, and, in my opinion, the dollar charges, 


which were in the amount of $220,807.13 for this interim audit period, are sub- 


stantially correct and allowable under the financial provisions of the contract, as 
amended I have reviewed items for each class of cost ine irred under this pro- 
gram, and have note d no instances where dollar limitations have been exceeded, 
or Where the financial requirements of the contract have been violated. The 
contractor retains a revolving fund advance of S62.500, which is being used for 
the continuation of the program. 

Epwarp. J. T. MceCuanu Ludito 


Report reviewed: 


(For Richard C. Whittenberger, Chief, Contraet Post Audit Seetion 
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ScHEDULE A 
(GOVERNMENTAL AFFAIRS INstITUTE (IRAN 


S épomary of contract costs, Fe b. Pes 1957, to Feb. 23, 1958 





| 
Ite ( |} Au 
diustme S 
| 
Field stat Ext BSS. 
Senior committer 7s iy 
lot )2, 363. ¢ 
) ead $ 7 $1. 916.8 
fYerenti ~( () 
nee 1, 642. 5O 
etl tis th) 
s ecuri 1. 196. 64 
Lot ~ 2s 14 
Tra ortation costs F 62.021. 44 
Travel allowances 2 1. 400. 75 
Out-ol-pockeTt ey pense $932. 63 
Education allowances TOU. O 
Tot 220), 807. 13 1, 916. R5 
Represents overhead adjustment due contractor as follows 
Actual rate developed: 42.19 percent of $86,688.60 a $36, 573. 92 
Amount billed at provisional rate (40 percent @ 34, 657. 07 
Difference due contractor 1. 916. 85 
e $18 underhilling automatically corrected with audit adjustment 
SCHEDULE B 
GOVERNMENTAL AFFAIRS INSTITUTE (IRAN 
Summary of obligations 
ICA funds Advances 
ed )-pa 
vouche! 
ivan S $62. 500. OF 
Lol is of Fet 8, 1U5S8 20, 807.13 
PlO/T ¢ 1-ll¢ HOZSS > OOD. OF 
[ ( i tICA/W 222 (p vey O00. O 
11 ¢ 1—}1t ~ 2 TI ) 
HSS 0.00 283, 307. 1% 
‘ \ 220, S07. 1 220, 807. 1 
137 Si; 


62, 500. Of 


STAFF OF GAIL FOR IRAN CONTRACTS 


Mr. Passaan. Is this institution teaching any others / 
Mr. Kunze. Tam sure they have other contracts. 

Mr. Passman. [certainly would think se. 

Mr. Kunze. We are not training 12 men, to get the record straight 

Mr. Passman. There were 12 men. 

Mr. Kunze. The statf, 12 members of the GAT staff, were for train 
ing the Government of Tran. 

Mr. Passman. [f they only remained after this training for 90 days 
out there, vou train others to take their place 4 


ABO 60 76 
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Mr. Kunze. No, sir. 

Mr. Passman. But you had 12 all the time ¢ 

Mr. Kunze. We did not train others to take their place. 

Mr. Passman. You are still dealing with 12 individuals. 

Mr. Kunze. That is correct. The number of technicians in the 
employment of GAI was 12 at any one time. 


PRANSPORTATION CHARGES 


Mr. Passman. As you negotiated the contract and recommended it, 
did this cause you any alarm? Dealing with 12 individuals, that is 
the maximum number at any one time you had in Tran under this 
program—let us get this in the record at one point—transportation of 
ears, $20,758: transportation of technicians, $90,909; transportation 
of household etfects, 824.605: transportation excess baggage, G12 438. 
fora total of $148,710. 

Mr. Narener. Mr. Chairman, in furnishing the information T re- 
quested this afternoon, I would also like Mr. Lawson or one of thes 
gentlemen to be able to vive mea little more backeround on the Goy 
ernmental Affairs Institute that is listed at 1726 Massachusetts Ave- 
nue NW., here in Washington. There will be some questions along 
that line, and Mr. Lawson, I would like for you to be prepared to 
answer them. 

Mr. Granr. We could Dron ide that information now, sir. 


SALARIES OF OFFICERS OF GOVERNMENTAL AFFAIRS INSTITUT! 


Mr. Passman. We should like to have something about the salaries 
of the executives of the institute. if it isa nonprolit institution, we 
; J ¢ i 
should like to know what they do with this money. 
(The information requested is as follows :) 


For inclusion in the record, here is a list of the officers of the Governmental 


Affairs Institute, 1726 Massachusetts Avenue NW., Washington, D.C.: 


Salary per 
annum as oj 
Mar. 81, 196! 

$10, 000 


17, 000 


Edward H. Litchfield, chairman of the board 

Luther Gulick, president (previously at 83,000 per year) 

H. Philip Mettger, vice president, secretary and acting treasurer__- 

Richard V. Woodruff, treasurer (no salary for position to serve : 
staff member on ICA contract) 


We shall reconvene at 2 o'clock. 
AFTERNOON SESSION 
Mr. Passman. The committee will come to order. 


Mr. Natcher, I believe you had another question. 


BACKGROUND OF GAT EMPLOYEES ASSIGNED TO TRAN 


Mr. Narcuer. Mr. Lawson, this morning I requested informatio! 
concerning the balance of the 12 employees as to their background. 
Mr. Lawson. Yes, sir. 


Mr. Narcner. Do you have that information at this time / 

Mr. Lawson. I donot. The information should be here within half 
an hour. They are working on it now. We planned to go downtown 
and get it but President de Gaulle had traffic tied up this afternoon. 
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Mr. Passman. Without objection, the detailed information will be 
submitted to the staff, rather than to confuse the record, and we shall 
deal specifically with the 12 individuals whose names were read into 
the record this morning, as well as their backgrounds and whether 
they had connections with the Government. 

We will shall discuss it with Mr. Natcher and he will decide 
whether it should go in the record. 

(The information referred to follows :) 

List of biographical information on Governmental Affairs Institute staff mem- 
bers assigned to Iran under the Governmental Affairs Institute contract with 
ICA, 1958 to 1960. 

GOVERNMENTAL AFFAIRS INSTITUT! 


IRAN CONTRACT 


Ficld staff niembers, April 1960 


liarwood, Wilson F., DOB 1912. B.A. Stanford University; University of 
Chicago; American University; 51-56 Assistant Director for Administration. 
National Science Foundation—S8$14,000; 54-56 (on leave from National Science 


Foundation) Kroeger & Associates, project director (Philippines) ; 1951 execu 
tive assistant to director, GS-15, National Bureau of Standards—S$10.000 ; 47-51 
administrative officer, CAF 13-14; GS-14, Office of Naval Research—S$9,200 : 46-47 


Head, Budget and Management, CAF-i3, Naval Research Laboratory, $7,102; 
13-46 administrative analyst, CAF—10, 11, 12, U.S. Bureau of the Budget, $5,180; 
2-48 personnel officer, National Resources Planning Board, $38,800; 39-42, 
ssistant cirector of youth personnel, National Youth Administration, $2,700; 


36-39 private industry, San Francisco, Calif 


Massen, John bB., DOB 1915. B.S. Northwestern University ; 46-47 assistant 


ty manager, city of San Jose; 43-46 U.S. Navy (military service) ; 42-43 
budget examiner, budget division, State of Illinois; 1942 staff assistant, PAS 
Chicago; 40-42 staff assistant, International City Managers Association ; 59-40 
secretary, Committee on winter driving hazards, National Safety Council ; 388-39 
traflie technician, city of Chicago Committee on Traffic and Public Safety: 
o2-purt-time ussistant professor, San Jose State College; 55-55-part-time Inter 


nal City Managers Association, 
Harberson, Cecil R., DOB 1924. B.A. Pomona College; University of 
ern Californian: University of Colorado: University of Wichita. 52-57 statistical 
vst, Northrop Aircraft, Ine.: 1251 chief, reports section, Mission to Greece, 
Economic Cooperation Administration—-$5,570-$5,907 ; 50-51 reports analyst 
SG.280; 54-57 education officer (administrative), U.S. Air Force—$4,300—-$5,300 : 
graphic reports assistant, Mission to Greece, Economic Cooperation Administra 
tion—$4,200, 47-48 planning technician, City Planning Commission, Pomona, 
Calif.; 1047 research assistant, City Planning Commission, bullerton, Calif. 

Skowrouski, Frank S., DOB 1925. M.A. A.B. Oxford University (england) : 
Georgetown University: Harvard University. 58-59 associate director of studies 
overseas training and research division, Government Affairs Institute—SS8,000 
$8,600; 195S training officer (economics), U.S, Department of Commerce, $5,700 
86.280: 54-57 education officer (administrative), U.S. Air lorce—S4,300—-$5,.300 ; 
43-53 U.S. Army (military service). 

Cox, Thomas H., DOB 1901. Ph. D., M.A., B.S. University of lowa. 56—58 head, 
Business Administration Department, Virginia Polytechnic Institute: 54—56 pro- 
fessor of management, University of Pennsylvania; 52-54 Chief, Industry Nec 
tion, Bureau of Employment, U.S. Department of Labor—s89,120: 53-54 profes 
sor of management, George Washington University; 46-52 professor and head, 
Management Department, College of Commerce, Louisiana State University : 
1945 regional business consultant, U.S. Department of Commerce—$6,000 : 42-45 
regional chief, Program Division, U.S. War Manpower Commission—$7,400; 38 
{2 senior planning technician, National Resources Planning Board—$5,200: 34 
38 associate professor, South Dakota State College 

Hemphill, T. Marl., DOB 1917. M.A., B.A. Arizona State College; Americ:n 
University: Catholic University 51-56 administrative officer/program analyst, 
National Science Foundation—-$9,635: 46-51 budget and procedures 
Naval Research Laboratory, GS-12: 42-46 physicist /electrical 
I 





analyst, 


engineer /intern, 
S. Navy Department, GS-9: 40-41 Lockheed Aircraft Corp., assembly/time 





1202 


» 


checker: 35-40 Arizona State College, laboratory assistant; 30635 Dolan Box 
Co. and other employers, Phoenix, Ariz. 

Deas, Harold M., DOB 1915. B.S. Georgia Tech. 1958 assistant general man- 
ager, Baasch Ross Division of Joy Manufacturing Co.: 54-58 manager of ma- 
terials and manufacturing, General Electric, Mexico: 52-54 production contro] 
manager, facilities engineer supervisor, project coordinator, General Electric, 
Ohio; 50-52 production superintendent and development manager, Anchor-Hock- 
ing; 45-50 U.S. Army (military service) ; 42-45 assistant plant manager, Elliott 
Co.; 37-42 branch manager, Abbott Laboratories; 35-57 assistant buyer, Jom 
B. Daniel & Co. 

MacNealy, Charles E., DOB 1914. B. Se. Ohio State University: Denison 
University: University of Lausanne; MSC Strayer College. 51-58 systems ac- 
countant, GS-15, USAF—S811,870; 1951 analytical statistician, GS-15, U.S. De- 
partment of Commerce—$8,560 ; 50-51 property specialist, FSS-38, U.S. Depart- 
ment of State—S7,710: 49-50 chief auditor, GS-13 (P-6), U.S. Army—S7.600: 
47-48 business specialist, GS-12 (P-5), U.S. Army—86,400; 46-47 financial 
specialist, GS-11 (P-4), U.S. Army—8&5,700 ; 42—46 statistical control officer (mil- 
itary service), USAF; 41-42 representative, U.S. Civil Service—$2.500; 1939 
clerk, Security Exchange Commission—S1,440; 37-39 tabulating machine oper- 
ator, Social Security Board—$1,440; 36-37 chief clerk (part-time), Ohio State 
University ; 34-36 enamel smayer, Wehrle Stove Co. ; 34-85 insurance salesman, 
Northwestern Mutual Insurance Co. ; 1934 typist, Pure Oil Co. 

Loring, Karl H., DOB 1923: BBA, Pace College; MS, Columbia University, 
56-58 comptroller, Litchfield, Whiting, Teheran, Iran—S$14,000 plus $3,000 hous- 
ing; 51-56 senior accountant, then partner, Thomas G. Burke & Co.; 50-51 
senior accountant, Martin Kortjohn & Co.:; 48-50 chief accountant, Guy B. 
Panero Engineers; 46-48 junior and semi-senior accountant, Martin Kortjohn & 
Co.: 44-46 U.S. Army (military service); 43-44 junior accountant. Martin 
Kortjohn & Co. ; 42-48 clerk, Pace Institute ; 41—42 stock clerk, Bernard Ulman & 
Co. 

Woodruff, Richard, DOB 1915. B.A., Syracuse University: University of Butf- 
falo; Southwest College. 53-57 treasurer, Governmental Affairs Institute—$10,- 
000-$12,500; 52-53 senior staff member, Governmental Affairs Institute—S$S8,000- 
$10,000; 50-52 associate personnel administrator, New York State Department 
of Education, Albany, N.Y.: 46-50 senior personnel administrator, New York 
State Department of Taxation and Finance, Albany, N.Y.: 1946 placement officer, 
Office of Price Administration—#4,902: 41-46 personnel administrator, New 
York State Department of Taxation and Finance. 

Georgion, Mabel, DOB 1922. A.B., Limestone College $7—58 chief. general 
files and correspondence, International Bank for Reconstruction and Develop 
ment : 48-46 U.S. Navy (military service). 

Carlson, Janice Griffith, DOB 1928. B.A... Western Reserve University. 55-57 
administrative secretary to vice president, Governmental Affairs Institute— 
$3,400; 1955 research assistant and secretary, Ruth Sloan Associates, Inc. : 1954 
secretary to vice president, National Fertilizer Association: 53-54 secretary, 
Fund for the Advancement of Education, Ford Foundation: 52-53 secretary to 
Commissioner, Department of Health and Welfare; 50-52 laboratory technician, 
Medical School, Western Reserve University. 

Field staff members, prior to April 1960 

Banning, Paul D., DOB 1892. LL.B., Georgetown University : Pace Institute; 
Oberlin College; CPA. 55-57 accountant, Harold J. Lawler, CPA, Lake Worth, 
Fla.: 47-54 chief disbursing officer. U.S. Treasury Department—$9.975 to $12,400; 
4647 assistant chief disbursing officer, U.S. Treasury Department—S89.376 : 1946 
Deputy Director, Procurement Division, U.S. Treasury Department—89,975: 
1946 Chief Accountant, Bureau of Accounts, U.S. Treasury Department—S$9,376: 
43-46 U.S. Army (military service) : 41-43 Assistant to Public Printer. U.S. Gov- 
ernment Printing Office, $8,225; 39-41 Chief Accountant and Assistant Commis 
sioner of Accounts, U.S. Treasury Department—-$7,.000: 37-39 Director, Bureau 
of Accounts and Audits, Social Security Board—S7.000: 37-27 Head. Central 
Accounts Division, U.S. Treasury Department—S86.200: 33-35 chief accountant. 
Farm Credit Administration—$6,200 ; 30-33 chief investigator. U.S. Bureau of 
Efficiency —$6,200 ; 29-30 lawyer and certified public accountant, George Goodner. 
Washington, D.C. 

Gracey, Harry F., DOB 1903. M.S., University of Pennsylvania: AB, Gettys 
burg College. 54-58 director. personnel division. Jovy Manufacturing Co. : 51-55 
consultant, self-employed ; 1951 consultant, FE. Hay & Associates: 46-51 director, 
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management development, SKF Industries, Inc., Philadelphia, Pa.; 43-46 man- 
ier, education and training, Radio Corp. of America: 41-45 resident director, 
U.S. War Manpower Comimission—$4,300—$5,000 ; 28-41 teacher, department head, 
guidance counselor, various schools. 

Myers, Marvin S., DOB 1922. Ph. D., M.S., B.S., Purdue University 54-59 
issociate professor of publie administration, University of Southern California 
1-54 supervisor, personnel planning sg n, Hughes Aircraft Co.; 52-54 (part- 
time) instructor, industrial psychology, Los Angeles State College ; 49-51 instrue- 
tor, psychology, Purdue University : 47-49 president of Local 56 (Barbers Union), 
IBBCLA, Lafayette, Ind. 
ee Clifford €C., DOB 1897. Ohio State University. 1956 staff assistant 

nancial specialist), GS-14, U.S. Department of Commerce—$11,610; 47-56 
‘hief, Accounting Division, GS—14, U.S. Department of Commerce—S11,610; 44 
7 Assistant Chief, Office of Budget and Finance, GS—14, U.S. Department of 
tute—SS.478: 453-44 senior budget examiner, GS-12, U.S. Federal Security 
ency—S5,400 2 3548 accountant-in-charge and principal accountant, U.S. Treas- 


1 


iry Departinent-—$5,600 ; 17-35 various private employers and consulting work. 


{ 


- Se 


Home staff coordinator 

Mettger, H. Philip., DOB 1915. B.S., Northwestern University ; Syracuse Uni- 
ersity. 50 present vice president and secretary, Governmental Affairs Insti- 
tute—S16,000; 49-50 Deputy Chief, Office of Public Affairs, HICOC (Office of 
Publie Affairs, Bad Nauheim, Germany—S810,300 ; 47-49 Chief, Legislative Branch, 
Ofttice of Military Government, Berlin, Germany—S10,300; 45-47 Food and Agri- 
culture Officer, Office of Military Government, Stuttgart, Germany—CAF-14; 
$345 budget and management analyst, U.S. Department of Agriculture—CAF— 
14: 41-45 personnel assistant, U.S. Department of Labor—CAF-13-14; 39-41 
student, Syracuse University ; 37-359 clerk and credit manager, General Finance 
Corp 
Senior committee 

Litchfield, Edward H., Dr., chancellor, University of Pittsburgh. 

Gulick, Luther H., Dr., president, Institute of Public Administration, New York 
City, N.Y. 

Corson, John J., Dr., director, McKinsey & Co. 


Mr. sae. That is all I have, Mr. Chairman. 
TOTAL COSTS OF TECHNICLANS IN IRAN 


Mr. Passman. It would appear from the testimony dealing with the 
Governmental Affairs Institute that the total cost for preparing and 
maintaining the 12 technicians or specialists in Iran is $92,730 each, 
or $50,910 each per year. 

Mr. Grant. Mr. Chairman, may I add a comment at this point ? 

I think this comment should be made to put this in context here. 
[ think to all of us as we look at overseas contracts or overseas per- 
sonnel that are in direet hire, the costs wppear high by our domestic 
standards. When you add the cost of tr: NSports ition, the cost of these 
ditte ‘rentials and come to the total figure for these other expenses for 
ivear, frequently they will exceed the man’s salary. Generally speak- 
ng, these other costs of pro\ iding’ thi Is kin dl of ser ice ove rseas, these 
are the kinds of costs that are paid by pr ivate business when it engages 
in this kind of operation, and by foreign governments when they pay 
for these things directly. 

This is, in a sense, the cost of doing this kind of business. Against 
this cost I think we have to look at what is the return that we expect 
from these things. 

Mr. Passman. If you yield at that point, the committee will be 
willing for you to lecture us, if that is what you are doing; but I 
think the committee itself should have the right to evaluate the good 
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that is being done. You have made a case on this so far as the expen- 
ditures are concerned, and everything, so far as I know, that has 
gone into the record we appreciate very much, as well as any infor- 
mation you want to furnish with respect to the contract; but so far 
as lecturing us on whether or not it is good, and the amount of good, 
I wonder if you could forgo that until we get to the subject of 
technical aid ? 

Mr. Granv. Sir, since we have taken these up, these are technical 
assistance contracts. We have looked at the costs of these contracts. 

Mr. Passman. Are you going to testify for the technical aid pro- 
gram? Are you going to testify for all of it? 

Mr. Grant. Yes, sir. 

Mr. Passman. All right. 

Mr. Grant. It seems to me reasonable to put this into broad focus 
as to what the U.S. Government hopes to get out of these contracts. 
In both the Brookings contract and this particul: ir contract we have 
been discussing in Iran, the expectation is that they will result in 
savings and better utilization of many tens of millions of dollars in 
the countries concerned. In some ways this is easier to see with re- 
spect to a tax reform contract where we are helping a Government sig- 
nificantly to increase its tax revenues, both through additional revenue 
measures and through improved collection procedures. In a place 
such as Korea, in due course this should result in a significant lessen- 
ing of the burden that we have to pay to maintain the kind of defense 
contribution we are seeking. 


TAX CONSULTANTS 


Mr. Passman. Did you have any income tax consultants in Tran in 
this particular item that we are discussing ? 

Mr. Grant. We have tax consultants in Korea. 

Mr. Passmayr. Let meask Mr. Lawson. 

Did you have any income tax man in connection with this contract 
in Iran ? 

Mr. Lawson. No, sir. 

Mr. Passman. Why should you go far afield and try to sell the 
program baek in Korea / We h: ave not even gotten to Korea yet. 

Would you defer Korea? 

Mr. Grant. Yes, sir. We have raised the Brookings contract and 
I might—— 

Mr. Passman. We are not going into that this afternoon. 

Mr. Granr. Here is a contract which should significantly improve 

the effectiveness of the administration of the plan organization in its 
operations In Tran. This is the principal developmental institution 
in that country, and the results of this contract should result in large 
savings in the future as they go about accomplishing their task. Our 
prob em in providing this ‘kind ot technical advice is to attempt Lo 
evaluate the return that we would be hoping to get out of this type 
of service with what is always a fairly high cost when we move per- 
sonnel overseas, with all of the hecessary serv ices that £0 Into getting 
Americans to go abroad. In other words, the taking of a car, for 
example, whic h i Is very expel isive. It is something that the average 
American, to go abroad, requires. 
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TOTAL AID TO IRAN, 1959-61 


Mr. Passman. If you refer to page 17 of the World-wide book and 
go to Iran, you will see that the total of all functions in fiscal 1959 
was $103,225,000; in 1960, it dropped to $88,119,000; and in 1961 it is 
projected at ———. 

Where is the lower cost coming in? It seems to me that this is a 


« 


classified figure, is it not? 


Mr. Grant. Mr. Chairman, I believe you are referring there to mil- 
itary assistance. 

Mr. Passman. The total. 

Mr. Grant. As well as nonmilitary assistance. 

The amount of military assistance will vary without a direct rela- 
tionship to the kind of development: il progress you are making in a 
country. 

Off the record. 

( Discussion off the record. ) 

Mr. Passman. The committee, the Congress, and the overburdened 
taxpayer would expect that these expenditures are doing some good, 
but some of us question that they are accomplishing their objectives. 
That, however, is a question for the majority to decide. 


EXCESSIVE COSTS TO MAINTAIN TECHNICIANS IN IRAN 


The examination has not been along the lines of whether good has 
come from the program, but concerning the expenditures for the 12 
echnicians. You could spend a year on this and there would be no 
vay to justify such an unreasonable contract. When you go into 
SL4S.710 just for tr: insportation for cars and technicians : and then add 
eX s baggage and household eifects, to maintain 12 men in Iran, the 
total | Is excessive. 

W hen you put the total of $1,113,000 before us to maintain 12 tech- 

eians in Iran, that is even more excessive. When you break down 
he cost for the o-vear period to maintain the 12 tec we bebe at $92.730 
each, that still is excessive. 

We might be doing some good, but we would be bankrupt if we 
should enter into too many contracts such as this. 1 do not believe all 

‘the witnesses in ICA ean establish that regular business functions 
on such a basis as that. We are willing to take all of the time neces 
sary to hi ave business people up here before the committee, such as rep- 

itatives of oil companies which send technieians abroad, and find 
out just how far they go in such matters. 


CRITICISM OF GAI CONTRACT 


Ve. Narcner. Mr. Chairman, since Mr. Grant now undertakes to 
efend this contract that ICA has entered into with the Governmental 
Affairs Institute, I would like to make an observation. 

=e I first called this matter to the attention of the committee, I 
rery carefully asked Mr. Grant and the other members sitting across 
the a le if they knew anything at all about the Governmental Affairs 
Institute. The record will show, as you well remember, Mr. Chair- 
man, none of them knew anything about the institute. They knew 
nothing about the officers, the board of directors, or any of the people 
‘connected with this institute. 
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| read into the record the names of the president, the board ot diree- 
tors, and the other members, and we were informed that they knew 
nothing whatsoever about these men or this institute. 

Mr. Passman. That is correct. 

Mr. Narcurr. When you point out to the committee, Mr. Grant— 
as these other witnesses have that the ¢ rovernmental Affairs Institute 
located here in Washington at 1726 Massachusetts Avenue, a nonprofit 
mstitution, has entered into a contract with ICA under the mutual 
security program calling for $1,113,000 expenditure, and then when 
the testimony develops the fact that we are paying $228,530.48 over- 
head to a nonprofit mstitution, and in addition to that 12 manage- 
ment specialists employed by this nailer institute with some, if 
not the majority, of them former Government employees and one, 
according to the testimony, received his Government employment just 
before he was elip rhe ved by this institute and just prior to the execu- 
tion of the contract. You will go a long way before you can convince 
me that this is the type of contract that ic A, the mutual security 
program, or any department of our Government, should enter into. 

[ think it is an outrageous situation and since I have served on 
this committee for 6 years, I have never seen anything like it. 

I say again to you, Mr. Grant, ae quite fr: ankly, that if this is an 
example of the contracts ICA has, or if this is an example of the kind 
of contracts any department of our aint has, we are in bad 
shape. I think it is simply outrageous and smells to high heaven. 

Mr. Passman. Mr. Andrews? 












COMPARISON OF 


Mr. Anprews. Mr. Grant. do vou think these 12 technicians who 
went over under contract with the Governmental Affairs Institute did 
u better job than the technicians that ICA sent overseas / 


Mr. Granr. Before deferring to Mr. Lawson for a more detailed 
comment on this 


Mr. Anprews. I want your opinion. 

Mr. Grant. Yes. 

Mr. Anprews. You have watched your own technicians go overseas 
and you have watched that job for years. 

How long have you been with ICA ? 

Mr. Grant. Approximately 7 years on several different occasions. 

Mr. Anprews. Then you are familiar with the work your own 
technicians are doing overseas. 

Mr. Passman. Mr. Grant is the Director of Programming and 
Planning for ICA. 

Mr. Grant. Yes, sir. 

Mr Anprews. Then you are familiar with the work your own 
technicians do overseas ? 

Mr. Grant. Yes. 

Mr. Anprews. My question is this: Do you think that these men did 
a better job than your own technicians / 

Mr. Grant. There are situations, Mr. Andrews, in which we can- 
not effectively put in our own technicians, in such organizations as 
the plan organization or in such areas as tax reform. 

Mr. Anprews. Do you have any such technicians overseas doing the 
same type of work these men did under contract ? 





PERFORMANCE OF CONTRACT 
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Mr. Grant. We do have a similar sort of direct employee; but there 
are certain countries and certain situations in which the foreign gov- 
ernments are unwilling, for somewhat obvious internal political 
reasons, to have 

Mr. Anprews. They have technicians over there. 

Mr. Grant. To have U.S. Government-hired technicians. 

Mr. Anprews. What is the difference between the technicians under 
contract that we discussed and the technicians you send overseas ¢ 
They are all paid by tax money from America é 

Mr. Granv. They are all paid by taxpayers’ funds. You are quite 
correct. Hlowever, where they are direct-hire employees the foreign 
governments in certain very sensitive areas believe it undesirable, for 
nternal reasons, to have direct U.S. Government employees where- 
as 

Mr. Anprews. You have other technicians than these 12 in Iran, do 
you not ¢ 

Mir. Grant. Yes, sir. 

Mr. ANprews. What is the difference / 

Mr Granr. The plan organization 

Mr. Anprews. I think you are evading my question. I asked you 
avery simple question, Mr. Grant. You have had 7 years’ experience 
ind vou have had an opportunity to observe the work of your own ICA 
technicians throughout the world. You seem to know quite a bit 
about what these technicians have done under contract, and my ques- 
tion is: Did these people under contract do a better job overall, gel 
erally speaking, than your own ICA technicians ¢ 

Mr. Gran. I would say that on these two contracts they will be 
better performed through the contract device with these institutions 
than they could be performed by direct -hire employees. 


COMPARATIVE COST OF CONTRACT AND DIRECT-HIRE TECHNICIANS 


Mr. Anprews. What is the difference between the cost of putting a 
technician overseas under contract similar to this one and the cost 
of ICA of putt ing one of their own men overseas / 

Mr. Granr. The cost of putting employees overseas under con- 
tract, I would say, would be somewhat higher than a direct-hire 
employee. However, there are other things we can get from the 
Governmental Affairs Institute: this committee that supervises the 
work, ineludes some of the very top men in the United States in the 
public administration field. 

LI would like to have Mr. Lawson briefly describe the background 
of that. 

Mr. Passman. Would the gentleman yield? 

Mr. Anprews. Yes. 

Mr. Passman. You have men paid by ICA funds getting higher 

salaries than these people; do you not ? . j 

Mr. Gran. We have some individuals who get some salaries that 
are higher than the sal: <3 ies paid these men. 

Mr. Passman. Mr. Natcher has requested the background on these 
12 people : is that. correct ? 

Mr. Lawson. That is correct. 
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Mr. Passmax. You have that information coming. I do not think 
it is necessary for you to elaborate further, as you will be expec ted 


to read that information into the record or give it to Mr. Natcher 




















SUMMARY OF MORNING TESTIMONY 








Since Mr. Taber was not with us this morning, I think possibly we 
should like to enumerate one more time some of the facts involved. 

Mr. Taber, we are dealing with 12 technicians trained by the Gov- 
ernmental Affairs Institute at 1726 Massachusetts Avenue NW., 
Washington, D.C. 

To maintain and train 12 technicians in Iran for approximately 3 
years, the total cost is $1,113,000, 

Here is the way we added it up: Salaries, $596,235.79; oversea 
differential, $13,695; retirement insurance, $39,345.88; overhead per 
taining to the employment and assignment ‘of the 12 technicians, 
$228,530.43: per diem, $20,714.25: senior committees, travel, $18,- 
191.77: education allowance— 

Mr. Taner. What is the difference ? 

Mr. Passman. One of them is per diem of $100 per day for the 
senior committee, 24 days abroad, and 24 days in this country, at 
$100 a day. 

Educational allowance, $14,451; insurance, $4,560.04; social secu- 
rity, $5,968.89 ; out-of-pocket expense, $12,105.68 3 travel in the United 
States, $5,368; transportation of cars abroad, $20,758.15; transpor- 
tation of technicians, $90,909.85: air excess baggage cost, $12,438. 

That adds up to a total cost of $1,113,000 in order to maintain 
these 12 people. 

Mr. Taner. How many people? 

Mr. Passman. Twelve. 

Mr. Taner. Their salaries were practically $50,000 apiece. 

Mr. Passman. The average annual cost per individual was $31,000; 
that is, salaries and fringe benefits cost about $92,000 per person, for 
the 3-year period. 

Mr. Taner. Congress is not up-to-date apparently. 
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OF DIRECT-HIRE TECHNICIAN OVERSEAS 

























Mr. Anprews. My information is, Mr. Chairman, that we had 
testunony last year that the cost of keeping a technician overseas 
was about $15,000 a year without contract. 

Mr. Passman. That is correct. 

Mr. Anprews. A staff member just informed me of this. 

Mr. Passman. But it is $31,900 with the contract. if this is the 
average cost. 

Any other excess in this particular item also would have to be 
added. 

There will be a lot more on this before we conelude, Mr. Taber. 
We just branched off from the “Administrative expense” item, and 
got into the “Technical aid” field, and now we are trying to get back 
onto the “Administrative expe — item and complete that portion. 
I believe you have an item. Mr. Natcher? 

Mr. Forp. Will vou yield? 
Mr. Natrcner. Yes. 









Mi 


trans 


M 
M 
M 
M 
upol 
mob 








1209 
CRANSPORTATION OF AUTOMOBILES UNDER CONTRACT 


Mr. Forp. On this same contract, the amount for the automotive 
transportation is how much / 

Mr. Murreny. $20,758.15 was the figure read out, Mr. Ford. 

Mr. PassMan. You gave us a figure of $20,758.15. 

Mr. Mureuy That is right. 

Mr. Forp. On what basis is this item allowed? Is it predicated 
upon the basic law that permits civilian employees to transfer auto- 
mobiles to and from oversea bases ? 

Mr. Kunze. It is based on the actual cost of transportation be- 
tween the United States and Iran. 

Mr. Forp. Is it based on the same authority granted to eivilian 
employees to transport a car from the United States to an oversea 
base and return ? 

Mr. Kunze. Anyone going over for a longer period than a year, 
as these people did, is per rmitted to take a car with him. 

This is the same as for our people going over for a tour of duty. 
The Af would be entitled to take a car. 

Mr. Taser. These are not Government employees / 

Mr. Kunze. No, sir. 

Mr. Taser. Their contracts provide they should be paid that? 

Mr. Kunze. The contract provides for a round-trip cost. of one 
automobile for everyone who served for a period in excess of 1 year. 

Mr. Forp. This problem is also a serious one in the military. I 
cannot. recall offhand how much we spend every year in this regard, 
but it is very, very substantial, as Mr. Andrews knows. 

There have been instances of abuses of this privilege which have 
accentuated the cost. I can see the justification for handling the thing 
on the same basis as civilian employees, but I think this kind of an 
illustration is going to help those who want to eliminate this as an 
addon or fringe benefit for Government employees, both civilian and 
military. serving overseas. This instance, I think, accentuates the 
problem. 

Mr. Grant. This particular one, if I may say so, Mr. Ford, is one 
where you run into an unusually high cost here because of the sub- 

stantial inland transportation involved. In other words, where your 
capitals are coastal cities as many of them are, all you have is ocean 
freight which is the primary cost and which is far, far less than if 
vou start hauling 800 to 1,000 miles overland. Your inland freight 
is high. 


EMPLOYEES ASSIGNED OVERSEAS AND NUMBER OF AUTOMOBILES SHIPPED 


Mr. Forp. Can we have for the record the number of automobiles 
that were shipped over, the number of automobiles which were 
shipped back and, if it is possible, indicate the kind of a car that was 
shipped over and the kind of a car that was shipped back. 

[ am sure you realize this is also a prob lem. 

Mr. Kunze. I doubt that we would know, sir, the kind of a car 
shi ae over unless we went back to the contractor himself. I doubt 
if the bill of lading would show the kind of a ear that it was. 

Mr. Forp. You know there have been abuses in this area both on 
the military and civilian side. 
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Mr. Kunze. We know there have been examples where cars hav 
been brought over and sold overseas and then another car bought and 
brought back. 

Mr. Forp. May we have as much information in this area as possible 
as to the number of cars shipped, the kind, and any identification 
that will be helpful / 

Mr. Kunze. Yes, sir. 

Mr. Forp. At the same time, and at the same place, if you would, 
show how many people were involved. In other words, you say 12 


in this case. That is the total of 12. or a maximum of 12 at one 
time. The inference has been that more than 12 In total have gone, 


served, and come back. 

Let us find out how Many at this point in the record, whether it is 
90 or 25, or whatever the amount was. and relate it to the number of 
cars shipped. 

Mr. KuUNzeE. We can cvive you the total number of people that went 
overseas. | think we can also identify those who specifically TOOK 
ears over and brought them back. 

(The information supplied follows :) 


TRANSPORTATION OF PERSONAL CARS FINANCED BY ICA 


GOVERN MENTAL AFFAIRS INSTITUTE—CONTRACT ICA on 
Contract employees ; tutomobile, make and year 
Dr. Eb. HW. Litchfield No. 
R. V. Woodruff Yes: Dodge Coronet, 1953. 
J. J. Corson No 
lL. H. Guilick No. 
W. F. Harwood Yes: Plymouth 2-door, 1956 
T. M. Hemphill ' Yes: Ford station wagon, 1954 
Janice L. Griffith Carleson ’? No 
E. E. Naylor No, 
K. LI. Loring No. 
J. B. Massen Yes: Chevrolet 4-door sedan, 1950 
H. S. Myers Yes: Dodge station wagon, 1956 
P. D. Banning No. 
C. C. Hulse Yes: Chevrolet sedan, 1957. 
C. R. Harbesson ” the Yes: Ford sedan, 1957. 
H. F. Gracey Yes: Jaguar sedan, 195-. 
DF Gox* ase Yes: Buick super 4-door sedan. 
Mabel Georgian *__ No. 
H. P. Mettger No. 
Wayne Untersiner ’ No. 
C. H. Pforsheimen No. 
E. E. MacNealey ’? Yes: make and vear unknown. 
H. M. Deas’ oe No. 
H. V. Bruck No. 


Frank Skowronski ’” 


1 Now in Iran 


No. 


Mr. Forp. This is an area which is very susceptible of curtailment 
if we find any conditions getting worse than they are. They are, in 
my opinion, not good. 

Mr. Anxprews. Would the gentleman yield ? 


Mr. Forp. Yes. 
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LIABILITY TO PAY AMOUNTS ESTIMATED FOR TRANSPORTATION OF CARS 


hg Awnprews. You arrived at this figure, Mr. Lawson, I assume, 
| February 12, 1957, when you made this contract, that the cost of 
tr veedih ition of ears would ‘be SZO 758.15. 

Mr. Lawson. I doubt that that figure was as precise as that, Mr. An- 
drews. There certainly would be an estimate submitted at the time 
the contract was entered into of the estimated cost of transporting 
the cars. 

Mr. Axprews. Let us assume that the institute spent only 318,000 
or 817.000 in this area. Is there any — in the contract that 
the Government woul lL not have to pay $20,753.15 4 

Mr. Kunze. May I answer that? 

These are cost-reimbursable contracts. They are not lump-sum 
contracts under which the contractor gets the amount which is in 
the contract, whether he incurs the expenses or not. The contractor 
only ts reimbursed for those expenditures which he can demonstrate 
to us by the submission of documentation he has _ n forced to pay. 
If they only move 2 cars and we budgeted for 20 cars, he would only 
vet paid for 2 cars. The same thing is true ick eac Hen one of those 
ther line items [ gave to you. 

Mr. Anprews. That is the best thing I have heard about the con- 
tract. 

Mr. Kunze. The travel budget for both dependents, automobiles 
and household effects, are budget items only. I am sure that what 
we put in the contract when it was originally signed was based on 
he assumption that each one of the families who went overseas would 
have a car to take with them, that they would have dependents of an 
average of two, let us say, but if they had no dependents go over, or 
no car, no household goods, the V would not be reimbursed for that. 

The benefits which we have given to the contractor under this 
contract are basically the same as those to which our direct-hire em- 
plovees would be entitled to if they went overseas. 


EXPENDITURES TO DATE UNDER CONTRACT 


Mr. Passman. Let the record show at this point that notwithstand- 
ing any good points, if there are any with relation to these fantastic 
figures, that you have estimated your expenditure against this con- 
tract. as of June 30 will have amounted to $878,000, and the unliqui- 
dated figure will be $263,000. 

Before leaving the item, I think the committee would expect. the 
chairman to express the disappointment of the committee that we 
had a witness before the committee this mornine—Mr. Lawson, Chief 
Public Administrator, Office of Public Service—who had with him 

list. of the total budget, and while we were sweating it out for 
hours trying to establish how the $1,113,000 would be spent, we came 
ip with a difference of some $355,000, There did not seem to be 

single witness before the committee who knew anything about. it. 

They asked to be permitted until 2 o'clock to be able to try to 

in down these yell expenses of $355,000 and then when we began 
to press the matter, it Was discovered that Mr. Lawson, the man who 
recommended the execution of the contract, had a copy of the budget 
with him. 
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AVERAGE COST OF TRCHNICIANS ABROAD 


Mr. Andrews brought this up earlier. I believe you stated that last 
vear you testified to the committee that the average cost of ICA 
technicians abroad was approximately $15,000. This is the cost 
to maintain them. 

If there is no person to verify that figure, we would not want it 
in the record. 

Mr. Grapy. Mr. Chairman, I would like to comment on that. 

Mr. Passman. Yes. 

Mr. Grapy. First. I would like to make one other comment. I 
um sure you have no intention to be unfair to Mr. Lawson and IL am 
sure vou did not hear—-what I am equally sure the record will show 
that at one stage in the proceedings this morning Mr. Lawson did 
make reference to that piece of paper and was interrupted in the 
process. 

Mr. Passman. I do not think there is any person on tlus side of the 
table who understands it that way. He bad an opportunity many 
times, while we were searching and trving to get that information, to 
come forward. 

Mr. Narcuer. Mr. Chairman, it was my understanding that they 
did not have the figures at all. They were not ina position to answer 
the questions. 

Mr. Passman. That is correct. 

Mr. Narcuer. That they would furnish the information this after 
noon. 

Mr. Anprews. That was my understanding. 

Mr. Passman. That was alsomy understanding. 

Mr. Lawson. Mr. Chairman, may I just say I was not here yester- 
day at the time that came up. As the hearing began this morning 
1 did not know what this figure was you were talking about and as- 
sumed that you had been seeking some balance yesterday in your 
hearings. When I did discover that I had the information here which 
would clarify the record, I immediately gave it to Mr. Kunze who then 
read it into the record. I also made it a point that in looking at it 
a few minutes earlier, I had not been able to read it because it was 
poor Copy. 

Mr. Passman. You stated specifically—and I think the record will 
support what Il am going to say—that the reason you had not sub- 
mitted it was that it was not legible and vou could not read it. 

Now. you say vou were not here yesterday when this matter came 
up? 
Mr. Lawson. Yes. 

Mr. Passman. You may use both excuses, or either one. 

I want now to continue briefly and quote from page 1288 of the 
hearings last year, under the heading, “Cost of U.S. technicians”: 

Mr. PassMAN. What is the average salary of U.S. technicians employed under 
this regional program? 

Miss GRANBY. With rare exception, Mr. Chairman, all technicians are costed 
at approximately $15,000 a year in the estimates we present. 

Mr. MureHuy. That is not just salaries. 

Miss GRANBY. That is total cost. 

Now, we have established that under the contract of this nonprofit 
institution, even though the salaries are lower than the average salary 
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paid to your own technicians, it is costing $30,910 per year per tech- 
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nician. ‘That just does not add up sensibly at all. 
Mr. ‘Taber ? 


REQUEST FOR ACTUAL CONTRACT 


Mr. Taser. I would like to know if somebody has the contract be- 
tween the Government and this institution here? If they have, I think 
t ought to be made available to the committee. 

Mr. Forp. Has it been inserted in the record ¢ 

Mr. Passman. No. 

Mr. Kunze. Mr. Chairman, here is a copy. 

Mr. Passman. Do you have wuny other questions, Mr, Natcher? 


AMERICAN MANAGEMENT ASSOCIATION 


Mr, Narcuer. I have one question concerning the American Man- 
iwement Association, 

As I understood when this matter was first brought to the attention 
of the committee, it was under “Administrative expense.” Is that 
correct ¢ 

Mr. Murreuy. Yes, sir. This one is financed under JCA “Admin- 
strative expenses.” 

Mr. Narcuer. Under the “Administrative expense” item ? 

Mr. Murruy. Yes, sir. 

Mr. Narcuer. Will one of you gentlemen inform me as to what type 
of institution this is, the American Management Association? Is that 

nonprofit association 4 

Mr. Grant. May I refer this question to Mr, Hinderer? 

Mr. Narcuer. Yes. 

Mr. Hixperer. It is my understanding that it is a nonprofit organi- 
Zation. 


OFFICERS OF ASSOCIATION 


Mr. Narcuer. Can you tell me who heads this association / 

Mr. Hinperer. I have a list here of the men who head it and the 
board of directors. 

Mr. Narcuer. I wonder if you would just read that list ? 

Mr. Hinperer. The chairman of the board, sir, and chairman of the 
executive committee is Mr. Don G. Mitchell. He is president of the 
General Telephone & Electric Corp., New York. 

The treasurer and second vice president for coordination is James 
L. Madden, Metropolitan Life Insurance Co., New York. 

The president is Lawrence A. Appley; vice president and editor, 
Harwood F. Merrill; vice president for management research, Rob- 
ert, F. Steadman ; corporate secretary, Philip Jones. 

Mr. Narcuer. Who is Philip Jones? Can you give me any back- 
ground on Mr. Jones? 

Mr. Hinperer. No, sir. I cannot, but I can obtain that. I have a 
mass of material and it may be in here. I have not had time to re- 
search that. 

Mr. Narcuer. Go right on down the list. 

Mr. Hinperer. The list of vice presidents in charge of divisions is 
as follows: 
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Finance, Charles B. Stauffacher, executive vice president, Robert 
Garr Paper Products Group, Continental Can. Co. : 

General management, Paul B. Wisehart, president, Minneapolis 
Honeywell Regulator Co., Minneapolis, Minn. : 

Insurance, Casimir Z. Greenley, International Minerals & Chemi- 
eal Corp.: 

International management, Harvey Williams, president, Phileo 
International Corp. : 

Manufacturing, P. K. Shoemaker, vice president, manufacturing, 
H. J. Heinz Co.: 

Marketing, Stanley F. Staples, vice president, Employers Mutuals, 
Wausau, Wis. : 

Office management, Elmer A. Rule, vice president, Nationwide In- 
surance Cos. : 

Packaging, Henry Schniewind, vice president, Springs Mills; 

Personnel, Matthew M. Gouger, vice president, General Aniline & 
Film Corp. ; 

Research and development, Roger H. Lueck, vice president, Ameri- 
ean Can Co.: 

Vice presidents at large: Charles L. Foreman (vice president, 
United Parcel Service) ; David Packard (president, Hewlett-Packard 
Co.) ; William C. Treuhaft (president. Tremceo Manufacturing Co.) ; 

Past chairman of board, William L. Batt. director SKF Industries; 


C. S. Ching, consultant, Washington, D.C.; W. J. Graham, director, 
K 


{quitable Life Assurance Society of United States. 

Mr. Natrcnuer. The list you have just read to the committee sounds 
very much like the board of directors of some large corporation. 

Can you tell me who is operating this association and who is run- 
ning it? 

All of these fine gentlemen whose names you have just read ap- 
parently are honorary titles, vice presidents at large, and so forth, but 
could you tell me who is operating the association ? 


BACKGROUND DATA ON MR. STEADMAN 


Mr. Hinperer. Mr. Natcher, IT have only had contact with Mr. 
Steadman. 

Mr. Narcuer. Can you give me Mr. Steadman’s background ? 

Mr. Hinperer. No, sir: I do not have that. 

Mr. Narcuer. Is he a former Government employee ? 

Mr. Tlinperer. I am not aware of that. 

Mr. Lawson. I could supply that. 

Mr. Narcuer. I would like to have that. 

Mr. Lawson. Mr. Steadman 20 years ago was a professor of public 
administration at Syracuse University. From there he moved to 
Wayne University in Detroit and later he became comptroller of the 
State of Michigan under Governor Williams. Then most recently 
he moved to the American Management Association where he has 
been in charge of their executive development programs. 

Mr. N ATC eR. Is Mr. Steadman the gentleman in charge of that 
association? Does he run the association ? 

Mr. Lawson. No, sir. 

Mr. Narcuer. Who does? 

Mr. Lawson. Lawrence Appley. 





oil e 


M 
clati 

M 
with 
trac} 
shov 
tlon 
roon 


Cou 
\ 
thre 
ject 
\ 
inte 


1215 


Mr. Narcuer. What is his background ? 

What is Mr. Appley’s background ? 

Mr. Lawson. I am sorry, but I do not know very much about Mr. 
Appley. I do know he was in charge of training for one of the large 
oil companies before going to AMA. 


RELATIONSHIP WITH AMERICAN MANAGEMENT ASSOCIATION 


Mr. Narcuer. Who executed the contract on the part of this asso- 
ciation? Can you tell me that? 

Mr. Hinperer. To the best of my knowledge, we have no contract 
with this organization. I do not believe they have entered into con- 
tracts as such, but they have courses. They advertise them and it 
shows the course content and the cost of the course and then organiza- 
tions interested write to the management association and if they have 
room they write back and accept the : applicant. 

Mr. Narcuer. Is that the relationship that has existed and now 
exists between ICA and the American Management Association / 

Mr. Hinperer. That is right. 

Mr. Narcuer. No written contracts ? 

Mr. Hinperer. No, sir. 

Mr. Narcuer. What amount is involved ? 

Mr. Hinperer. In 1959 we spent $9,826 with the American Manage- 
ment Association. 

Mr. Narcuer. What was that for? 

Mr. Hinprerer. I have a list of the various people who took differ- 
ent kinds of courses at the association. 


Would you like to have that list? I can tell you the type of course, 
if that would be helpful. 


NUMBER TAKING COURSES 


Mr. Passman. How many individuals and courses? 

Mr. Hinperer. We sent 16 in 1959. 

Mr. Passman. How long was the course ? 

Mr. Hinperer. They vary, sir. 

Mr. Passman. The average? 

Mr. Hinperer. I would say about 15 days. 

Mr, Passman. That is about $600 an individual for the 15-day 
course. To how many subjects did you expose them? 

Mr. Hrxverer. This group of individuals was supposed to have 
three different courses but each course had a number of different sub- 
jects. 

Mr. Passman. How many subjects to a course? It is going to be 
interesting to determine how much these people can absorb. 


COURSES TAKEN 


Mr. Hinperer. There were several 3-day courses on salaries, allow- 
ances, and fringe benefits for Americans abroad. 

Another 3-day course for financial executives in international oper- 
ations. There were 11 individuals who went to a course for 20 days 
that is called the management course for Government executives. It 
consists of seminars, workshops, and management principles. 


53909 — 60 7 
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Mr. Passman. All of that in 1959? 

Mr. Hinperer. Yes. 

Mr. Passman. All of that came within $9,000? 

Mr. Hinperer. $9,826. 

Mr. Passman. How many individuals actually attended some course 
or another during the 1959 year ? 

Mr. Hinperer. Sixteen. 


COURSE ON SALARIES AND BENEFITS OF GOVERNMENT EMPLOYEES ABROAD 


Mr. Narcuer. Mr. Chairman, right at this point I would like to 
ask this question : 

Did I understand you correctly to say that we are paying to have 
a course of instruction for one or more people pert aining to the sub- 
ject of the amount of salaries and benefits that Government employees 
are entitled to receive 4 

Mr. Hinperer. A 3-day course; yes, sir. 

Mr. Narcuer. The Government of the United States is paying this 
association to teach our people the amount of salaries they would be 
entitled to and the benefits that could be received? Why not let the 
officials of ICA or the State Department simply tell them. 

Mr. Passman. And the Civil Service. 

Mr. Narcuer. And Civil Service. 

We have departments set up here in the Government that could 
send them all the literature they want. 

Mr. Hinperer. Sir, vou may recall that last year the American 
Management Association made a big pitch for a great deal of Gov- 
ernment participation and held a lot of meetings in Washington with 
various Government agencies and the Civil Service Commission and 
others. 

They did induce a great many of the agencies to participate in their 
course more or less on a trial basis and since then, I understand, or 
this year, they have actually given away, or given up, some of this 
training. They were trying to set up special courses for Government 
executives. 

Mr. Forp. Would the gentleman yield ? 

Mr. Narcuer. Yes. 


ASSIGNMENTS OF TRAINEES BEFORE AND AFTER TRAINING 


Mr. Forp. Could we have for the record the names of these 16 in- 
dividuals? The jobs they had before, and the jobs they have now ? 
Mr. Hinverer. Yes, sir. I would say, in general, that everyone 
came back to the same job, but I would have to check that. 
Mr. Forp. Supply for the record whatever the facts are including 
the salary ranges of their employment. 
Mr. Hinperer. Yes, sir. 
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(The information supplied follows :) 


Assignments of fiscal year 1959 American Management Association trainees before 
and after training 





Name Position and grade before AMA Present position and grade 
training 








Barry Casper...........- Chief, Policy and Planning Staff, | Chief, Program and_ Evaluation 
{| Office of Personnel, Washington, Branch, Program and Policies Divi- 
GS-14. sion, Office of Personnel, Washing- 
ton, GS-14. 
almer W. Wardman Chief, General Services Division, | Executive Officer, U.S. Operations 
| Office of Administrative Services, Mission to Haiti, FSR-3. 
Washington, FSR-3. 

Edward F. Tennant....- Deputy Controller, Office of the Con- | Controller, Office of the Controller, 
troller, Washington, L-3. Washington, L-3. 

William C. Kontos....-- Regional Executive Officer, Office of | Deputy Dire r, U.S. Operations 
African and European Operations, Mission to Ceylon, FSR-2. 
Washington, GS-15. 

Albert E. Farwell.......| Chief, Program Office, Office of Near | Special Assistant to the Coordinator 
East and South Asian Operations, for Mutual Security, Department of 
Washington, GS-15 State, FSR-2 

Robert i. Biren..........- Director, Office of Management Plan- | Director of Management Planning, 
ning, Washington, GS-15. Washington, L-3. 

Orbun V. Powell_....-- Director, Office of Administrative | Director, Office of Supply Services, 
Services, Washington, GS-15. Washington, L-3. 

Thomas J. Lewis...--. Chief, Industry and Transportation | Temporarily assigned to Latin Ameri- 
Division, U.S. Operations Mission can Industry Division, Office of In- 
to Spain, FSR-2. dustrial Resources, Washington, 

pending overseas assignment, FS R-2, 

Ray nd H. Luke......| Industry Officer, U.S. Operations | Industry Otlicer, U.S. Operation 
Mission to Panama, FSR-3 Mission to Guatemala, FSR-3. 

R C, Ham ad Chief, Operations Division, Otfice of | Deputy Director, U.S. Operations 
Personnel, Washington, FS R-2. | Mission to Morocco, FSR-1 

t I. Jackson..-- Agronomy Advisor (Seed Improve- | Agronomy Advisor (crops) U.S. Opera- 
ment), U.S. Operations Mission to tions Mission to Sudan, FSR-4. 
Indonesia, FSR-4 

Ray G. Johnson : Food and Agriculture Offic U.S Deputy Director, U.S. Operations 

Operations Mission to Ira “Y ESR 1. Mission to Iran, FSR-1. 
ton L. Smith....._- Executive Otlicer, U.S Gnaen tions | Executive Otlicer, U.S. Operations 
Mission to El Salvador, FSR-3. Mission to El Salvador, FSR-3. 

Theodore G. Markow..-| Industry Officer, U.S. Operations | Industrial Development Advisor, U.S 
Mission to Chile, FSR-4. Operations Mission to Chile, FSR-3. 

Benjamin J. Birdsall._..| Food and Agr culture Otficer, U.S. | Food and Agriculture Officer, U.S. 

|} Operations Mission to El Salvador, Operations Mission to Indonesia, 
FS R-2, FSR-2 

Donald MacD« nald.....| Executive Secretary, Executive Sec- | Executive Secretary, Executive Sec- 

| retariat, Washington, FSR-2. retariat, Washington, FSR-2. 





Mr. Narcuer. Go right ahead now with your list and the names 
and subjects. 

Have you completed your 16? 

Mr. Hinperer. Yes, sir. 


PROGRAM FOR 1960 


Mr. Narcuer. What about calendar 1960? What arrangements 
have you made, or do you have, with this association ? 

Mr. Hinperer. Similar arrangements to the previous year. When 
We are interested in a course, we correspond and make arrangements 
for attendance. 

Mr. Natrcuer. Are the same subjects being taught now as in 1959? 

Mr. Hinperer. Not exactly; I am not sure of this, but I under- 
stand that the management course they set up last year for Govern- 
ment executives they have given up. 


COURSES GIVEN IN 1960 


Mr. Natcuer. What isthe amount involved for 1960 ? 
Mr. Hinperer. $4,915; 24 staff members. 





Mr. Narcier. I wonder if you would read to the committee some 
of the subjects that are being taught for the year 1960 / 

Mr. Hinperer. Yes, sir. 

Mr. Narcuer. Also a list of the names. 

Ilow many names do you have there ¢ 

Mr. Hrxperer. Twenty-four. 

Mr. Natcuer. Go right ahead. 

Mr. Hinperer. Data processing computing fundamentals and prin- 
ciples; techniques and skills in EDP operation; systems and proce- 
dures: fundamentals, principles, techniques, and skills in systems 
planning and analysis; payroll and paperwork systems; improving 
the administration and procedures of the payroll function. 

Then we have electronic data processing; analyzing operations for 
the application of electronic data processing; systems and proce- 
dures, which is organization and management of systems functions, 

Then we have data processing; puncheards, planning, scheduling 
and controlling puncheard operations; data processing, small and 
medium scale; problems, applications, and equipment for small- and 
medium-sized data processing operations. 

Mr. Forp. Would you yield there? 

Mr. Natrcuer. Yes. 

LENGTH OF COURSES 


Mr. Forp. How long are these courses? Are they 3-day courses? 
Mr. Hinperer. The first two I read were 5-day courses and the 
balance were 3-day courses. 


DURATION OF SCHOOL DAY 


Mr. Forp. Were they full-time? In other words, from 8 in the 
morning until 5 in the afternoon, or are they an hour in the morning 
and an hour in the afternoon ? 

Mr. Hinprrer. They are quite full days. I have never ate 
any of these myself, but I talked to people coming back and they sa 
they never were so busy in their lives. 

Mr. Forp. Let us get the facts as to the length of the course day. 

Mr. Hrnperer. Shall I continue? 

Mr. Natcuer. Go right ahead. 


LIST OF COURSES 


Mr. Hrnperer. Data processing electronics: the input bottleneck 
in office automation; work simplification, planning and administering 
the office simplification program; electronic data processing, analyz- 
ing situations for application of electronic data processing; manage: 
ment course for Government executives, organization and planning, 
top management organization, planning, and control; job of depart: 
ment heads; management, men and organization; planning and con- 
trol, financial planning and control as a tool for top management. 

T tried to group these, sir. I may have missed one or two but I 
did not want to duplicate them. 

Mr. Narcner. Let me ask you about the management course for 
Government executives. Can you give me any idea as to who is taking 


that course at the present time, as to what position they occupy in 
the Government ? 
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Mr. Hrnperer. No one is taking that course at the present time, sir. 

Mr. Narcuer. I want you to know I am glad to hear it. I am just 
delighted to know that. 

Mr. Taser. Would the gentleman yield? 

Mr. Narcuer. I certainly do. 


EDUCATIONAL BACKGROUND OF STUDENTS 


Mr. Taser. I wonder if you could pick out the number of folks 
who were in this list who passed through as much as the fourth grade 
of ordinary public school. 

Mr. Passman. Could you do that for us? 

Mr. Hinperer. I am sure all of them have, if I understand your 
question. 

Mr. Taper. All of them ? 

Mr. Hinprerer. If I understood your question, sir. 

Mr. Taner. Some of those courses were no better than lots of folks 
I could pick in the fourth grade without going to the course. 


ELECTRONIC DATA PROCESSING COURSES 


Mr. Forp. Does ICA have a substantial amount of electronic data 
processing equipment 7 

Mr. Hixpi rer. Not at the present time, sir. There has been a oreat 
leal of study give n to the electronic data proe essing, as to whether it 
would be beneficial to go into an extensive operation. That is why 

ilot of these courses are prov ided. 

Mr. Forp. I had not been familiar with any procurement or leasing 
program by ICA of electronic data processing equipment. That 
raises the question in my mind, if that was a fact—and I believe it is 
nes arly a fact why ther re was such a concentration on those courses 
which you enumer ate. 

Mr. Tennant. I would like to talk somewhat to this problem. We 
lo have an electric accounting machine operation, the normal ac- 
epted type. Sometimes ago we decided to look into this to see if we 
ould explore the possibilities of automation. We formed a steering 
group and we requested advice and assistance from the Office of the 
Comptroller General. Mar. Staples and Mr. Ed Mahoney, an expert 
n this field of data proe essing, talked to us about the proposals and 
the difficulties that other agencies in Government had run into. 

They proposed to us that we go into a rather extended feasibility 
study, that we obtain within our organiz: ition « ‘om pe tence in this field 
of activity. The courses Mr. Hinderer read about are. in general, 
short COUTLTSeS designed to familiarize people with the ADP concepts 
ad technical approach. A good portion of these people are ew 
rently engaged In oper: ations whie *h mi LV be mechanize “las are sult of 
the feasbility studies. 

We have not pene any equipment. The equipment is very ex- 
pensive. We feel it is an area that you have to go awful slow on 
before you procure iasigaicl or try to develop a detailed system, but 
to de ‘velop a system the accepted concept is that you try to get people 
who are familiar with the operations educated in this type of 
mechanization. 
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Mr. Forp. It is my recollection that these companies that are man- 
ufacturers of this equipment are very anxious to sell or lease this equip- 
ment and that they will come in and make a study, not at the ex- 
pense of the Government or the other private party that may be buy- 
ing or leasing it, and then come up with a recommendation for the 
kind of equipment needed or necessary, in their opinion. 

Why did we have to go this other approach rather than the one I 
have described ? 

Mr. Tennant. What you state is generally accurate. The Gen- 
eral Accounting Office told us that many times if you let a company 
come in like this, they oversell the agency. The agency does not have, 
really, the competence itself to be sure that the proposal the company 
puts forth is feasible, and they get oversold and large expenditures 
are made which are not really valid at that point. 

I think GAO has made some reports on this to the Congress. We 
have, in addition, consulted somewhat with these companies and used 
some of their training facilities, but we do not at this en stage 
want to get tied up too closely with any one manufacturer 

Mr. Forp. I would doubt that anvone going to these courses for such 

a short period of time would be competent to offset the salesmanship 
aan experience of these company representatives. 

Mr. Tenant. I would say there is something to that, and we have 
discussed this with Mr. Mahoney—he had indicated when we got fur- 
ther into this, we could get further consultation with him, and he 
thought it would be cheaper for us to gain some competence on our own 
initiative before we got in too deep with any company. 

Mr. Forp. That is all. 

Mr. Passman. Mr. Natcher? 


AMOUNT IN REQUEST FOR AMA PROGRAM IN 1961 


Mr. Natcuer. Can you tell me how much you are requesting for 
fiscal year 1961 for this purpose and with this amount to be paid to 
the American Management Association ? 

Mr. Hinperer. We have the setup in our general training account, 
but we have no specific plans. We do not plan this very far in ad- 
vance. As the courses come up, we decide if we have someone. 

Mr. Natcurer. How much is being requested for fiscal 1961 that 
could be used for this purpose? 

Mr. Hinperer. I would have to check that, sir. 

Mr. Natcuer. Could anybody give me that figure as to the amount 
that could be used ? 

Mr. McAuuistrr. Approximately the same amount would be avail- 
able for this purpose in 1961 as we planned for 1960. 

Mr. Natcuer. $4,000? 

Mr. McAuutster. $4,900. 


ORGANIZATION OF GOVERNMENTAL AFFAIRS INSTITUTE 


Mr. Anprews. Could any of you gentlemen tell me when the Gov- 
ernmental Affairs Institute was organized ? 
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Mr. Lawson. 1950. 
Mr. Passman. When did you negotiate the first contract with them? 
Mr. Lawson. 1957. 
Mr. Passman. We are speaking of the Iran contract? Did you 
have a contract prior to that time? 
Mr. Lawson. No, sir; this was the first one. 
Mr. Passman. You do not know anything about the capital struc- 
ture of this institution ? 
Mr. Lawson. I have not seen their balance sheet recently. 
Mr. PassmMan. Do you have any recollection of the net worth of the 
organization, or from where they get their operating capital ? 
Mr. Lawson. They get their money largely from work with the 
U.S. Government and from grants from private foundations and pri- 
vate individuals. 
Mr. Passman. The U.S. Government is a large contributor, either 
directly or indirectly ? 
Mr. Lawson. I would say the largest. 
Mr. Passman. The largest? 
Mr. Lawson. Yes, sir. 
Mr. Narcuer. Will the gentleman yield ? 
Mr. Passman. I certainly will. 


AMERICAN Po.nttTicaAL ScreNCE ASSOCIATION 


Mr. Narcuer. Can you tell me if you have any contractual relation- 
ship or agreement with the American Political Science Association ? 

Mr. Kunze. Yes, we do. 

Mr. Narcuer. I was just wondering Mr. Chairman. 

Mr. Kunze. May I tell you what kind it is? 

Mr. Narcuer. You certainly may. I would like to know. 

Mr. Kunze. We have contracts with a number of professional 
membership societies. When participants come over to the United 

States, before they go back again, in the field in which they take 
their tr aining in the United States they are permitted to join and 
subscribe to a magazine of one professional seciety. 

This is a contract which provides for the subscription to the mem- 
bership and the retention of the magazine for, I think, a period of 
1,2, or 3 years, of which as I recall the participant pays one-quarter. 

Mr. Narcuer. As I understand, your relationship with the Ameri- 
can Political Science Association consists in the main of a subscrip- 
tion to their publication for 1, 2, and 3 years and for membership in 
the American Political Science Association; is that correct? 

Mr. Kunze. For the participants we bring over to become mem- 
bers, sir. 

Mr. Natcuer. Who become members. How much per member does 
this amount to? 

Mr. Kunze. I do not have that individual figure here. It is their 
regular membership subscription. 

Mr. Narcuer. Can you tell me as to the cost of the publication ? 

Mr. Kunze. No, sir, but we can get it for you. 
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(The information to be supplied follows :) 
Memberships in American Political Science Association paid for by ICA for 
participants financed by ICA: 





Years membership Participants Cost to Cost to 
ICA participant 
Te ne ees Sel a 4 | $36.00 | $8. 00 
eee te a En a ee =e 4 | 108. 00 24. 00 
Total a bs ne ee : 8 144. 00 32. 00 


Costs INcLUDED IN AMERICAN ProOFEssIONAL Socreries Provgecr 


Mr. Narcner. I would like at this point the total cost expended in 
this program, the amount of membership, cost of the membership, and 
the cost of the publication. Also the amount contributed by the par- 
ticipant. I believe you stated one-quarter of the cost is contributed 
by the participant. 

Mr. Kunze. Yes, sir. 

(The information supplied follows :) 


AMERICAN PROFESSIONAL SOCIETIES PROJECT 


In response to Mr. Natcher’s question on the American professional societies 
project, the following is submitted : 


I. PURPOSE OF PROJECT 


1. To establish for participants in the ICA program effective and continuing 
professional followup in their specific fields of study. 

2. To provide professional journals which may not be readily available in the 
underdeveloped areas of the world. 

5. To stimulate, encourage, and assist in promoting and developing professional 
associations overseas. 


II. Funps EXpenpep For THIS PROGRAM 


To date ICA has expended *_ 2 Cp enee eerie ba ee 
The participants have contributed________- : es s 3, 009. 00 
SEE HT ETONIIND sk cm ween 2B ei ek 31, 267. 90 


1ICA has made recommendations for membership for which it has not yet been billed 
All contracts will be terminated by June 30, 1960. No fiscal year 1961. inter- 
regional funds have been requested. 


Ill. Cost oF MEMBERSHIP, 3-YEAR PERIOD 
Average cost of ICA_____-_~_- eM. ; ae , $30. 62 
Average cost to the participant_________- pe eas ze 4, 85 
Total, average 3-year membership____________- ic coe ‘Oe 


ICA does not contribute to membership costs beyond the initial 3 years. 

Mr. Natcher also asked for the cost of the publications. Publications, journals, 
ete., are included in the cost of membership: there is no breakdown for the cost 
of the publications alone. 


VALUE OF MEMBERSHIPS TO MUTUAL SECURITY PROGRAM 


Mr. Narcuer. Just for my information, of what benefit is this to the 
Mutual Security Program’ Mr. Murphy, do you want to try your 
hand on that one’ 
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Mr. Murruy. I would prefer to defer to Mr. Grant. 

Mr. Narcurer. Mr. Grant, go right ahead. 

Mr. Granr. I think of a number of benefits we have that come out 
of this. After a participant has been in the United States to study 
agriculture, health, or engineering, we feel that it is desirable for a 
variety of reasons for him to maintain some contact with the United 
States. 

I think there are certain fairly clear technical benefits that accrue 
when a man who, let us say, have never been exposed to engineering 
education in the United States, and American engineering practices, 
after he has been in the United States and goes back, to have a contin- 
uing contact and flow of technical publications from that particular 
association. 

In addition, I think it is felt that there are certain professional bene- 
fits. 

Mr. Natrcruer. Psychological? Mr. Grant, just for my informa- 
tion—in other words, just for my information, I wish you would ex- 
plain for the record the psye chological advantages or benefits derived. 

Mr. Grant. It is a question of the professional impact on these stu- 
dents Pages n they return to their countries. They have been exposed 
to U.S. practices. We know that in most instances this results in quite 
i ae le impression of the United States. 

This is a device for maintaining this professional relationship with 
Americans in their field, and it is our hope that after this period of in- 
cubation, if vou might eall it that, they will then continue these rela- 
tionships more or less in the indefinite future on their own. 


MEMBERSHIP COSTS 


Mr. = \rcHerR. Since we do not have the exact amount involved per 
participant, can you give me any idea at all as to the amount, not the 
exact amount—S$25 or maybe $50? 

Mr. Kunze. They are fairly small, sir. ‘They differ among the pro- 
fessional societies, but some run $2 for a year, $4 for 2 a $6 for 3 
years: some perhaps run as high as $10, $20, and $30 for 1-, 2-, and 3- 
year periods, 

Mr. Passman. Will the gentleman yield ? 

Mr. Narcuer. Yes. 

Mir. Passwan. What is the aggregate cost ? 

Mr. Kunze. I donot have that, sir. 

Mr. Passman. We have all the justifications before us and a good 
many ICA people here. What amount are you requesting for fiscal 
1961 for this spec ifie purpose / 

Mr. Granv. Sir, we will be prepared to give you the cost on that 
when we appear. 

Mr. PassMAN. a vou opened it up, and we have all the books here, 
can you tell us in what part of the justification books we might run 
down this aa 

Mr. Grant. I believe this would be in our interregional expenses, as 
part of our participant costs 

Mr. Passman. It is not itemized, so far as you know 7 

Mr. Grant. We can provide you with a breakdown on it in subse- 
quent testimony. I do not have it with me here at the present. time. 
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OTHER SUBSCRIPTION AND MEMBERSHIP ARRANGEMENTS 


Mr. Narcuer. Do you have any contracts or agreements with any 
other professional organizations such as engineering or agriculture 
or mining, any of those subjects? Do you have any agreements 
whereby when they come to this country and remain here for a number 
of weeks or months and they return to their country that you enroll 
them or enlist them in any other organization to receive publications 
whereby we pay any part of the membe rship fee ? 

Mr. Kunze. We do, sir. 

Mr. Narcuer. I wish you would name some or all of those for the 
committee, please. 

Mr. Taser. He could not give them to us now. 

Mr. Passman. Give them by name. Read them into the record. 

Mr. Kunze. American Association for the Advancement of Scie nce, 

Mr. Narcuer. Right there, Mr. Kunze, if you will, please, give us 
any idea of the amount, or just what is ent: ailed as a result of this 
particular organization. 

Mr. Kunze. I have no amounts on this. Let me explain, Mr. 
Natcher, that these contracts were prepared perhaps 2 years ago to 
cover the costs of such subscriptions for participants who were already 
over here. This is a one-time job. 

Subsequent to that time, the participants who come over under our 
interuniversity contract program, for example, are funded currently 
out of that program. It is part of that total interuniversity program 
from which they would be funded in the future. 

This was just to take care of partic poets as I recall] it, who were 
over here at that one time. Again, my recollection would be that per- 
haps it is a thousand dollars in each one of these—something of that 
magnitude. 

Mr. Narcuer. Each of these companies? 

Mr. Kunze. Yes, sir; it is right off the top of my head. 

Mr. Narcuer. I understand. Go down the list. 

Mr. Kunze. American Chemical Society. 

Mr. Taser. How much? 

Mr. Kunze. This would be subject to the same comments I just 
made, Mr. Taber. American Congress of Surveying and Mapping, 

American Council of Voluntary Agencies for Foreign Services, Amer- 
ican Country Life Association, American Dairy Association. 

Mr. Taner. American Country Life Association ? 

Mr. Kunze. Yes, sir. 

Mr. Taper. Do you have the Fishing Club, and game, and all that? 

Mr. Kunze. I am not acquainted with what the association is. 

Mr. Passman. You just know we subscribe. 

Mr. Kunze. Our technicians at least felt that some part of the 
participants who came over here could well fit in with this American 
Country Life Association. Whether it has an agricultural connota- 
tion, Iam not sure. 

Mr. Taner. I know what it is. 

Mr. Passman. These publishers gave their cooperation in working 
out a contract with you where these trainees could get these publica- 
tions? 

Mr. Kunze. Yes, sir. 
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Mr. Passman. Go ahead. 

Mr. Kunze. American Dairy Science Association. 
Mr. Taser. American Dairy Science? 

Mr. Kunze. Yes,sir. American Dental Association. 


DENTAL PARTICIPANTS 


Mr. Anprews. Do we have any dentists coming over under any 
program ¢ 

Mr. Kunze. I would be quite sure that under these circumstances 
we do. If we had not had any participants coming over for dental 
training, there would have been no point in this, and if we did not 
have any, there would have been no subscription to any, even if we 
had the contract, because they merely provided the vehicle under 
which they could get membership and magazines if they wanted it. 

Mr. Anprews. Why would we bring dentists over under this ICA 
program ¢ 

Mr. Grant. My expectation would be that to the extent we have 
brought dentists, they have been professors of dentistry as part of 
building up a medical school. You will get an occasion: al professor of 
de ntistry in this particular context. They would get for this period 

he professional journal in their field for 1 or 2 years. 

Mr, Anprews. The program is broader than I thought it was. 

Mr. Passman. I do not want to be facetious, although it would 
certainly sound as though Iam. Would it be easier to read the list 
of those to which vou do not subseribe / 

Mr. Kunze. This is rather full. 

Mr. Passman. Proceed. 

Mr. Kunze. I think the last one was the American Dental Associ- 
tion—American Economie Association, American Farm, American 
Nurses Association, American Optometric Association, American 
Political Science Association, American Public Health Association, 
American Public Welfare Association, American Society of Agron- 
omy, American Society of Mechanical Engineers, American Society 

f Public Administration, American Society of Range Management, 
Tota n Statistical Association, American Vocational Assoc iation, 
Association of American Medical Colleges, Council on Social Work 
Education, and Entomological Society of America. 


VALUE OF ENTOMOLOGICAL STUDY 


Mr. Taner. T wonder how that could poe ly fit into this activity. 

Mr. Granr. Sir, you might well have again training of a professor 
in this field. 

Mr. Taner. I guess the money was flowing too easy. 

Mr. Passman. When you turn billions of dollars loose, and tell 
_ to work out the plans, it is the fault of the committee and 
of the Congress, and [ assume my part of the responsibility. 

It was too loose, too free, too much. The Comptroller General 2 
or 3 years ago said that the trouble with the program was too much 
money, not too little. 

Mr. Natcner. Mr. Kunze, do you have any more? 

Mr. Kunze. — are a few more. 

Mr. Narcuer. Read them, please. 








Mr. Kunze. National Academy of Sciences, National Education 
Association, Rural Sociological Society, Society of American For- 
esters, Soil Conservation Society of America, Soil Science Society 
of America. 


WORK OF SOIL SCIENCE SOCIETY 


Mr. Taser. Does that mean gardening? 

Mr. Kunze. I do not know the association, Mr. Taber. 

Mr. Taser. They named it that to collect money to pay a secretary, 

Mr. Grant. The Soil Science Association, Mr. Taber ? 

Mr. Taner. Yes. 

Mr. Grant. As you know, sir, this is a ere professional 
field of agriculture of tremendous importance both in this country and 
abroad, which is the whole question of the kinds of soils, their struc- 
tures, what you can do with them. It is of great interest not only 


to agriculture but also to such other fields as construction of highw: LYS 
and the like. 


AVAILABILITY OF PUBLICATIONS IN USTIA LIBRARIES 


Mr. Passman. Does not the USTA provide about the same service, 
and make available a library with most of these publications and 
many more ¢ 

Mr. Grant. The majority of these publications would not be avail- 
able inthe U.S. Information Service libraries overseas. 

Mr. Passwan. Why would they not be? T have been in some of 
those libraries, and they have thousands of publications. Can you 
actually speak with authority that you be not have those publica- 
tions in the USTA libraries ? 

Mr. Grant. No, sir: we can check this. Also, of course, many of 
these technicians, these foreign technicians, return to work in areas 
where there are no U.S. Information Service libraries, 


LENGTILT OF SUBSCRIPTIONS 


Mr. Passman. How long a period of subscription do you buy for 
these people / 

Mr. Kunze. Not to exceed 3 vears, as I recall it, sin 

Mr. Passman. That is for about as long as any of them would sell 
a subseript ion: is it not 7 

Mr. IK NZE. This is probably correct. 

Mr. Narcuer. Mr. Kunze, I believe that completes the list. 

Mr. Kunze. That is the total list, sir. 


EXPENDITURES OF FUNDS FOR PUBLICATIONS 


Mr. Narcnuer. Mr. Grant, as the Deputy Director for Program 
and Planning, I am just wondering if this meets with your approval. 
The e xpe nditure of funds for memberships, publications such as Mr. 
Kunze has just detailed and placed in the record. Is that proper 
spending as far as this program is concerned, in your opinion ? 

Mr. Grant. In my opinion, yes. 

Mr. Narcuer. I directed that question to you, Mr. Grant, for the 
reason that I listened to von very carefully on the Governmental Af- 
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fairs Institute, and I was just wondering if you could embrace pin 
include all of these publications. I was just hoping you would s: 
‘No.” 

Mr. Chairman, that is all I have. 


Jouns Horxtns UNtverstry ConTrRACT 


Mr. Passman. In an effort to be helpful to you gentlemen, to the 
committee, to the Congress, and to the country, we are going to go in 
back of a lot of these things. I think when the smoke has cleared 
and the appropriation has perh: ups been adjusted to your needs, and 
not to your desires, you might eventually compliment this committee 
and the Congress. 

On yesterday, or the day before, we were discussing a contract that 
ICA had entered into with the Johns Hopkins University to teach 
subjects or courses not part of that school’s regular curriculum. 
You prescribed the courses and the subjects, about 166 in number. 
They agreed to teach the courses. If I remember correctly, you 
limited your ICA classes to 20. The tuition was $4,000 per ICA 

student for a 5-month period, or a total 5-month tuition paid to the 
Johns Hopkins University in the amount of $80,000 for 20 ICA 
students, who were already Government employees and on the Gov- 
ernment payroll and with certain allowances while they were taking 
the courses. 

In going through the program, we found that at least some of the 
nstructors themselves were Government employees. For instance, 
one of the instructors or one of those who lectured, is Mr. James P. 
Grant, Deputy Director for Program and Planning, who is with 
us this afternoon. 

DURATION OF CLASS DAY 


Going into the record and picking up, if I may, at page 2: 
the transcript, I quote: 


33 of 


Mr. Taner. They go to an address here? 

Mr. Grapy. Yes, it is at Florida Avenue and Connecticut Avenue, 1900 Florida 
Avenue NW. * * * 

Mr. Taser. You say the morning sessions begin at 9:30. 

Mr. Grapy. Yes, sir. 

Mr. Taner. How long do they last? 

Mr. Grapy. I think they conclude around 5 p.m., sir. 

Mr. Taser. You mean the afternoon sessions begin at 2, and how long do they 
last ? j 

Mr. Grapy. They conclude at 5 or 5:30 p.m. 

Mr. TaBer. Does that mean they run straight through from 9:30 to 5? 

Mr. Grapy. Not only that, there is very extensive homework in connection 
With this. 

Mr. TaBerR. Do they have a lunch-hour break? 

Mr. Gravy. Yes, sir. 

We decided we would do a little checking on some of the classes. I 
did not know of any other way to do it than to get members of our 
own staff to go out to the se shool and see if we got the same re ports as 
the information give n to this committee. 

We have present two st: uff members who went out to the school for 
observation. Mr. Howe is a member of the Appropriations Commit- 
tee stall: are you not / 


Mr. Howe. Yes, sir 
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Mr. Pass» .+. Let me first, however, introduce this into the record: 
In connection with the Johns Hopkins contract for so-called educa. 
tion at 1900 Florida Avenue, we were told that the classes were held 
on 5 days a week, 8 hours a day, and that, in addition, a large amount 
of homework was required. Mr. Sprankle, the staff director, had in- 
formation to the contrary and did not seem to be satisfied that such 
was the case. Within the hour he assigned, at our request, two mem- 
bers of the Appropriations Committee staff to go out and make a brief 
investigation. May we have a brief report now, Mr. Howe, as to 
what you found ? 

Mr. Howrn. At 2:30 this afternoon we talked to Mr. William Phil- 
lips, the director of the School of Advanced International Studies, 
Johns Hopkins University, located at 1900 Florida Avenue NW. 

He advised us that lectures were held each morning, 5 days a week, 
and that in the afternoon lectures were held on 2 or 3 afternoons 
per week, regularly on Tuesday and Thursday afternoons and some- 
times on Wednesd: ay. He advised that they presently have 20 in the 
class enrolled from ICA. 

At 2:30 this afternoon—— 

Mr. Forp. What day was this? 

Mr. Howe. Friday, April 22. At the time the two of us were 
there, there was one ICA student or trainee present. Before we left, 
another one came in. We then went to the library, which was a 
couple doors down from the school itself, which is used by this par- 
ticular school in conjunction with other Johns Hopkins schools. We 
asked the librarian if there was anyone from ICA presently there 
We were told that there were no ICA students or trainees there at 
that time. 

We returned to the school at 1900 Florida Avenue and talked to 
Mr. Phillips for a short time. While we were standing outside talk- 
ing another enrollee came by and who was going into the school. 

Mr. Passman. Bringing it up to three. 

Mr. Howe. The names of the three, as given to us by Mr. Phillips, 
were: Robert Kerchen, Harry Petroquin, and Alexis Ward. 

Mr. Passman. Does any member of the committee have questions? 

Mr. Taser. How long were you there 

Mr. Howe. Approximately 20 minutes. 

Mr. Taser. You got there about 2:30? 

Mr. Howe. Yes, about 2: :30, and pulled away from the parking 
place at about 5 minutes to 3. 

Mr. Passman. Only three ICA trainees had arrived at the time you 
left there? 

Mr. Howe. We had no way of identifying them, but the director of 
the school so indicated. 

Mr. Passman. Did they start the lecture before you left ? 

Mr. Howe. There was to be no lecture. The way he stated it, there 
were no lectures on Friday afternoons. 

Mr. Anprews. Nor Monday? 

Mr. Howr. Nor Monday afternoon. 

Mr. PassmMan. So it is not a 5-day-week school, and neither is it 8 
hours a day. 


Mr. Grant. Sir. may I comment very briefly on this? 
Mr. Passman. Yes. 
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Mr. Granvt. I regret any misinterpretation that we may have given 
in our comments on this. Like any graduate school of this sort, you 
have your classes, you have your seminars, you have your research 
papers, and your special studies. These people are required to do 
research papers and considerable preparation in connection with the 
courses they take that are outside of class hours. 

Mr. Passman. It was indicated in reply to Mr. Taber’s question that 
they put in 8 hours a day, 5 days a week, plus extensive homework. 
That was the only thing we were trying to clear up. 

Mr. Taser. No question but what that is the way it was. 

Mr. Passman. That is the way they replied to your question. I am 
sorry I interrupted you there, but I wanted to show that the home- 
work described was in addition to the 8 hours per day. 

Mr. Grapy. Mr. Chairman, I would like to observe that I was in- 
excusably inaccurate in the statements I made yesterday, and for this 
I am very sorry. 

Mr. Passman. As I stated earlier, the gentleman is usually very 
fair, but we have to mark up this bill and make our recommendation 
for funds based upon the testimony that you give the committee. If 
we keep on running into inaccuracies, it is going to be rather difficult 
for us to consider the needs intelligently. 

Mr. Gravy. I understand this; I agree with it. I would like you 
to understand and the members of the committee to understand that 
I have not and will not intentionally give any inaccurate information 
to this or any committee. 

Mr. Passman. We do not think it was intentional, but the end re- 
sult would be the same. 

Mr. Anprews. May I ask a question, Mr. Chairman? 

Mr. Passman. Certainly. 


ATTENDANCE RECORDS 


Mr. Anprews. Does anybody keep a check on attendance records of 
these students? Do you keep a record or check on whether or not the 
university gives the lectures that they have agreed to give? I was 
under the impression it was a 5-day-week school, 8 hours a day. I 
recall somebody—— 

Mr. Grapy. Mr. Andrews, I did say that. 

Mr. Anprews. Even if this school, in my opinion, operates 5 days 
a week, 8 hours a day, 40 hours a week, we are still paying them a big 
price of $4,000 tuition for each student who goes there. If we are 
going to permit these students to go when they please— 

Mr. Passman. They also are being paid their salary while in 
attendance. 

Mr. Gravy. That is correct. 

Mr. Anprews. They certainly should go to the school. 

Mr. Grapy. It appears that at, least. on two points I am seriously in 
error in that for two afternoons, when I was advised there were 
classes, it now appears from what Mr. Howe tells us—I know this to 
be now correct—that there are no such classes. Whether there is any 
substitute for this in the form of other study, I do not know, but I did 
misstate; I think the agency does have a responsibility to be sure that 
these individuals are getting the training that we pay for. 
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Mr. Anprews. What records do you keep of the attendance of these 
students‘ It is awful tempting to stay out of a schoolhouse in this 
kind of weather in the springtime. 

Mr. Taser. We all know all these departments around town, every- 
body comes in, has to ring in and ring out. I was wondering if there 
was any such provision anywhere in connection with the employees 
of the agency. 


Mr. Passman. Do you know whether or not there is a checking-in 
time ? 


Mr. Grapy. I do not, sir. I would assume we depend upon our 
contractor for this. 

Mr. Passman. We have a lot of top echelon people here. Have any 
of you ever spent a full day at this school to observe a day’s operation! 

Mr. Granr. Mr. Behoteguy has attended full days. 

Mr. Passman. Did he attend as an observer, as an instructor, or 
as a student ? 

Mr. Benorrcuy. Sir, I attended as both. I was in the course and 
I was the ICA faculty associate for the second session. 

Mr. Passman. You took the course and then became an instructor? 

Mr. Benorrevy. That is right. 

Mr. Passman. How long was it after you graduated before you 
started instructing ? 

Mr. Benorrcuy. Immediately; the second session. 

Mr. Passman. Could not ICA set up its own school if we had a 
man who can get his diploma at the end of one session and start 
instructing the next session? Would you not save money to set up 
an organization within ICA and not enter into these very expensive 
projects? Could you instruct just as well downtown in a Govern- 
ment building as you could under the supervision of Johns Hopkins! 

Mr. Benorecvuy. I do not think I could, sir. I was the ICA fac ulty 
associate. That was the titie of the particular job. It was not a full 
instructorship, equivalent to the teachers who were being paid under 
the contract by Johns Hopkins to teach. We spoke yesterday of what 
the workshop coordinator does. 

Mr. Passman. As you attended first as a student and then after 
graduation became an instructor, it would be expected that you would 
be there. How about one of the top echelon people in the ICA who 
enter into these very expensive contracts? Have you had an op- 
portunity to go out and observe how your country’s money is being 
spent? Have you, Mr. Murphy? 


VISIT TO SCHOOL BY INSPECTOR GENERAL 


Mr. Murrrry. My only contact with the school came after hours in 
the evening when I went and spent an evening. 

Mr. Passman. How long did you spend there ? 

Mr. Murruy. I spent about 214 hours one evening. 

Mr. Passman. What did you do while thee’ d 

Mr. Murrrry. I went out there to discuss with the class the legisla- 
tive cycle we go through. 

Mr. Passman. Were you one of the lecturers? 


Mr. Murrny. I was not characterized as a lecturer. I was telling 


them briefly the course through which we go in the Congress each 
year, first through the authorizing committees, then the Appropria- 
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tions Comunittees, and how the Congress finally reaches agreement 
on the authorizing and appropriation bills. 
Mr. Passman. Is that one of the prescribed subjects in the course? 
Mr. Mureny. I do not think so. I was invited to come there, as I 
say, on an evening. I went about 7 o'clock for about 2 hours or so 
and talked with the group there, and that is my only contact with the 
course. 


Mr. Passman. Could it be that really, when this is pane down, 


we will wind up here with a very expensive contract with Johns 
Hopkins University, using a name, and your ICA people to a large 
extent are those who are tr ining these people? We have some of 


them listed. You even had listed here the chief of staff of the Foreign 
Relations corenniee of the Senate. I understand his name is still 
on the list, but he has not lectured yet. The deeper we get into this, 
the more ICA people are being used as instructors. 


RESPONSIBILITY FOR DEVELOPMENT OF COURSE 


It just does not make sense to me. If you are going to have these 
ICA people, a good many of them, and other Government officials 
do the instructing, why should you be under the auspices of Johns 
Hopkins University? This is not their course, anyway. It is an 
ICA course. 

Is that a statement of fact, that you prescribed the course ? 

Mr. Grant. The course, I believe, sir, was developed jointly bet ween 
us. I think you can say—— 

Mr. PassMAN. Between you and what ? 

Mr. Grant. The Johns Hopkins faculty. 

Mr. Passman. Someone stated yesterday that Johns Hopkins did 
not teach these courses, and you had to formulate them and take them 
to them. 

Mr. Grant. I believe, sir, when we have a function such as this, 
there is an issue to be considered each time as to whether the instruc- 
tion should be carried out by the executive branch agency or whether 
y an outside group. It was clear, while I was not involved in the 
initial part of this course, it was clear that a very large part of the 
instruction would be of a type for which the U.S. Government nor- 
mally does not have staff. 

I think it is also clear from the curriculum that there are a number 
of types of lectures which your most appropriate source is from some 
person within the executive branch. 

Then you get into the question of the availability of library facil- 
ities, professional staff, ability to reach out and get other people out- 
side of the executive branch to teach. Finally, there is, I think, an art 
to the business of education. 

Mr. Passman. Does Johns Hopkins maintain a full-time branch at 
1900 Florida Avenue NW. ? 

Mr. Grant. The Johns Hopkins School of Advanced International 
Studies is, as I understand it, in Washington. They have a series of 
buildings. I do not know whether this building is a part of their nor- 
mal classroom structure or not. 

Mr. Passman. So far as you know, it could have been possibly set 
up specifically for this course, for convenience and other conside: 
ations 4 
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Mr. Benorrcvy. The School of Advanced International Studies is 
an integral part of Johns Hopkins University but always located at 
1900 Florida Avenue, in existence well before ICA entered the con- 
tract with the school. 

Mr. Passman. Mr. Taber, do you have any questions ? 

Mr. Taper. I think we have asked questions enough. 

Mr. Narcuer. I have no further questions. 

Mr. Taner. I do not know whether any of them have any more 
things to say which might excuse the operation. 

They explained it good enough so we ought to limit the use hereafter. 

Mr. Passman. I think they made a good enough case to negotiate 
a settlement, and get out from under this arrangement at the quickest 
possible date. And that observation applies also to contracts with a 
lot of other institutions. 


FEDERAL EMPLOYEES SCHEDULED TO LECTURE AT JOHNS HOPKINS 


Will you inform us at this time as to the number of Federal em- 
ployees who may be scheduled to lecture to these 20 ICA students at 
Johns Hopkins during this present course? Identify especially those 
of the ICA. Do you have that information today ? 

Mr. Grant. Sir, I do not have it with me, the corrected schedule. 

(The information supplied follows :) 

There were 17 U.S. Federal Government employees listed on the lecture sched- 
ule as having sesiadaheania or planned to participate in the Institute on ICA 
Development Programming, of which 12 were ICA employees. This information 
is contained in the revised curriculum inserted on page 1027. 

Mr. Passman. Are you going back for another lecture, Mr. Grant? 

Mr. Grant. No, sir. The proposed testimony by myself, or lecture, 
was in March and another speaker was substituted at the time. 

Mr. Passman. May I ask “Professor Murphy’”—when are you to lee- 
ture again / 

Mr. Murpny. First of all, Mr. Chairman, I tried not to character- 
ize my one brief appearance as a lecturer because I do not think it de- 
served that title. 

Second, I have not been invited back the second time, which may 
be significant. 

DURATION OF SCHOOL DAY 


Mr. Passman. I want to quote now from page 2429 of the tran- 
script of these hearings: 


Mr. ANDREWS. How long do they go to school each day and how many days a 
week? 

Mr. HINpDERER. They go to school about 8 hours a day, 5 days a week, sir. 

So that certainly takes Mr. Grady off the hook or else puts two of 
you on there, either way you want it. 

Off the record. 

( Discussion off the record.) 
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Mr. Passman. I want to say of Mr. Grady that he gave us all the 
information he could when he had it, and when he did not have it he 
said he did not have it. We appreciate that kind of witness. 

We shall recess until 10 o’clock Tuesday morning. 


Tuespay, Aprin 26, 1960. 
aps Passman. The committee will come to order. 

I should like to state again that we have postponed hearings on - 
military part of the Mutual Security Program. One of the main rea 
sons is we have three members on this subcommittee who are also mem- 
bers of the Defense Appropriations Subcommittee. 


REAPPEARANCE OF REPRESENTATIVE OF CITIZENS FOREIGN AID COMMITTEE 


Yesterday we heard some outside witnesses because some of them 
who desired to appear could not be here at a later date on account 
of commitments out of the country, so we agreed to hear representa- 
tives of the Citizens Foreign Aid Committee “yesterd: ay. Recognizing 
that I was not in a position to question one of these gentlemen con- 
cerning portions of his statement, I invited the members serving on 
the Defense Subcommittee to do the examining. In the process of 
the examination there was an indication it would be rather lengthy, 
and there was some difference of opinion as to whether we should hear 
the outside witnesses, or whether we should request their return at a 
subsequent date. 

[ am of the opinion that as one of the witnesses made many claims 
relative to our defense posture he should be requested to return before 
this subcommittee and give the members who are serving on the 
Defense Subcommittee on Appropriations an opportunity of ques- 
tioning him in greater detail. 

Without objection, therefore, we shall invite General Fellers to 
return next Tuesday morning at 10 o’clock so that the members of the 
other subcommittee may have an opportunity to examine him at 
length on his statement made before this subcommittee yesterday. Is 
that procedure agreeable with the committee ? 

Mr. Taser. It should be, I think. 

Mr. Passman. Someone on the committee desired to question Mr. 
Walter Harnischfeger on his statement. Does any member of the 
committee know him personally ? 

Mr. Taper. Ido. I have known Walter Harnischfeger personally 
for at least 20 years. He is one of the outstanding manufacturers in 
the United States. He is head of the Harnischfeger Corp. which 
makes overhead cranes and the tracks for them. They do a business 
all over the world. They perform a very valuable service to the 
people of this country and the world. 

Mr. Passman. Unless there is some reason established why Mr. 
Harnischfeger should be called back before the committee we shall 
not plan to do so. 
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Turspay, Aprin 26, 1960. 


UNITED NATIONS EXPANDED TECHNICAL ASSISTANCE 
PROGRAM AND SPECIAL FUND 


WITNESSES 


FRANCIS 0. WILCOX, ASSISTANT SECRETARY OF STATE FOR INTER- 
NATIONAL ORGANIZATION AFFAIRS 

MRS. VIRGINIA WESTFALL, DEPUTY DIRECTOR, OFFICE OF INTER- 
NATIONAL ADMINISTRATION 

JOHN E. MURPHY, INSPECTOR GENERAL AND COMPTROLLER, 
MUTUAL SECURITY 


Mr. Passman. The next item we shall consider will be the request 
for funds for the U.N. expanded technical assistance program and 
Special Fund. 

We have with us this morning the Honorable Francis Wilcox, the 
Assistant Secretary of State for International Organization Affairs, 
accompanied by several Department of State witnesses, and the Comp- 
troller, Allocator, and Inspector General. 

Mr. Secretary, do you have a statement to make to the committee? 

Mr. Wincox. I do, if it pleases the committee. 

Mr. Passman. We shall be pleased to hear from you at this time. 


GENERAL STATEMENT 


Mr. Witcox. I am appearing before you today to request the ap- 
propriation of $33 millon, from fiscal year 1961 funds to cover the 
U.S. contribution to the U.N. expanded technical assistance program 
and the U.N. Special Fund for calendar year 1961. 

I firmly believe that both these programs deserve our continuing 
strong support. As you know, the basic foreign policy objectives of 
the United States include: (@) assistance to the economic development 
of less-developed countries through sharing our technical know-how; 
and (6) strengthening the I Tnited Nations as an instrument: ality for 
world peace. In our view, these two programs help accomplish both 
these objectives. 

The United States—and that term certainly includes the Congress— 
has supported the concept of technical assistance as an instrument of 
foreign policy for a good many years. In fact we pioneered in this 
field, and I think the record shows that our confidence has not been 
misplaced. Let us take a brief look at the two programs being con- 
sidered here. 

THE PROGRAMS 


The U.N. expanded technical assistance program is now 10 years 
old. During that time it has demonstrated its ability to provide tech- 
nical assistance for the economic development of underdeveloped 
countries in an effective and economical manner. Some 8,000 experts 
have worked in the less-developed countries and over 14,000 fellow- 
ships have been awarded to nationals of these countries. The entire 
concept of the program is to help these countries help themselves to 
greater production and higher levels of living. 
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The program is carefully coordinated among nine international or- 

ganizations and with our own bilateral programs. It provides as- 
sistance and experts in the fields of agriculture, public health, educa- 
tion, community development, industrial production, public adminis- 
tration, labor productivity, and civil aviation. The program ap- 
proved for 1960 will involve assistance to 104 countries and territories 
and will include the provision of about 1,600 experts and some 2,000 
fellowships for training abroad. It is financed by voluntary contri- 
butions from some 80 governments to a central fund which has been 
operating at a level of about $30 million annually. 

The Special Fund is a direct result of a U.S. initiative at the 12th 
General Assembly in 1957. It began operations in January 1959. 

The Special Fund like the expanded technical assistance program 
undertakes technical assistance projects basic to further economic 
progress in the less-developed areas. ‘These projec ts differ from those 
of the expanded technical assistance program in providing greater 
concentration in depth on surveys, research, and training projects 
necessary for economic development. The Fund is not an interna- 
tional capital development fund, but rather finances preinvestment 
projects. Surveys of water, mineral, soil, and power resources and 
the setting up of technological training centers are typical projects 
the Fund will make possible. A combined goal of $100 million has 
been set for the Special Fund and the expanded program, 


VALUE OF PROGRAMS TO UNITED STATES 


I said earlier that these programs are very much in the foreign 
me interests of the United States. Let me be more spec ifie. 

The expanded technical assistance program is materially con- 
eaten to the political stability of the new nations and the under- 
de veloped areas generally by advancing their economic development. 

The United States has found multilateral assistance to be an 
advantageous complement to our own bilateral programs. Sharing 
costs with SO other countries is much more economical than bearing 
the entire burden alone. 

>. Utilization of the growing U.N. pool of manpower and training 
resources helps speed up economic development—which is our basic 
goal, Moreover, our own supply ot experts is quite inadequate to meet 
” the needs of the underdeve ‘lope sd areas. 

The programs appeal to the newer nations because they are “in- 
i i” in character. Many of these countries are sensitive to 
accepting aid on a bilateral basis from a single great power. In 
addition, “international” experts sometimes are more acceptable in 
fields which may be sensitive domestically. 

The United States is gener: ally recognized as the principal con- 
tributor to both ETAP and the Special Fund. This has served 
through the years as a visible and impressive sign of U.S. leadership 
and integrity of purpose. 


U.S. CONTRIBUTION 
Now just a word about our contribution. It is proposed that the 


U.S. delegation to the Pledging Conference—which will be held 
during the 15th General Assembly—be authorized to offer $40 
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million for the two programs for calendar year 1961, provided that the 
total U.S. contributions do not exceed 40 percent of the total contribu- 
tions by all governments. 

Last year, the U.S. delegate, the Honorable James G. Fulton of 
Pennsylvania, pledged $40 million for calendar year 1960, also subject 
to the 40-percent limitation. 


AUTHORITY TO PLEDGE CONTRIBUTION 


Mr. Taser. He pledged a contribution of $40 million? By what 
authority ¢ 

Mr. Wixcox. There was an authorization, Mr. Taber, that per- 
mitted us todo that. I point out in my next sentence in my prepared 
statement that we estimate that total contributions from other gov- 
ernments will require us to make a contribution of about $30 million 
out of the $40 million pledged. 


USE OF OTHER MSP FUNDS TO SUPPLEMENT REQUEST 


For calendar year 1961—in fulfillment of the pledge here pro- 
posed—we estimate that our contribution will be about $33 million. 
This is an increase of $3 million over 1960. It is based on our expecta- 
tion that other governments will continue to increase somewhat the 
amounts of their pledges. Therefore, the appropriation of $33 mil- 
lion is requested for this purpose for fiscal year 1961. Should addi- 
tional funds above $33 million be required to match contributions 
from other governments, such funds would be secured from other 
Mutual Security Program funds. 

Mr. PassmMan. Where did you get that idea? There has been a 
little bit too much of that. I would not want the gentleman to enter- 
tain too much enthusiasm about having that right in the future be- 
cause the Mutual Security Program administrators in at least about 
15 or 20 documented instances have ignored completely the purpose 
for which we have appropriated funds. 

Mr. Taser. And there were limitations provided on them. 

Mr. Passman. Do not get too many commitments out until vou see 
the form in which this bill passes. 

Mr. Witcox. This is our proposal: if the committee feels it un- 
wise—— 

Mr. Passman. Heretofore you have paid little attention to the com- 
mittee. We hope we have a bill this year that will be respected. 

Mr. Wicox. I think we have followed very carefully the lines laid 
down by the committee. 

Mr. Passman. I am referring to other items. We shall have some 
questions on that after you finish vour statement. 

Mr. Wircox. In view of the U.S. initiative in the establishment of 
the special fund and of our leadership in supporting ETAP through- 
out the years, I consider it essential that we be in a position to indicate 
our willingness to contribute to these two programs as T have outlined. 

The Department of State therefore urges your favorable considera- 
tion of this request which, we are convinced, is clearly in the national 
interests of the United States. 
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JUSTIFICATION MATERIAL 
Mr. Passman. Thank you very much, Mr. Secretary. 


We shall insert pages 237 through 241 of the justifications at this 
point in the record. 
(The pages follow :) 


UNITED NATIONS EXPANDED TECHNICAL ASSISTANCE PROGRAM AND SPECIAL 
FUND 


DESCRIPTION AND OBJECTIVE OF PROGRAM 


The U.N. Expanded Technical Assistance Program is now 10 years old. In 
that time it has proved its ability to carry out the General Assembly’s resolu- 
tion of 1950 to provide technical assistance for the economic development of 
underdeveloped countries. It has done this by making available experts, 
training. and small quantities of demonstrational supplies and equipment to 
these countries at their request. The philosophy of the program is to help the 
participants help themselves. The program is carefully coordinated among nine 
international organizations. 

Assistance is provided in the fields of agriculture, public health, education, 
community development, industrial production, public administration, labor 
productivity, and civil aviation. 

The program is financed by voluntary contributions from some 80 governments 
to a central fund. Funds are allocated to the participating U.N. specialized 
agencies to carry out projects requested by the underdeveloped countries. The 
program approved for 1960 will involve assistance to 104 countries and terri- 
tories and will include the provision of approximately 1,600 experts and some 
2,000 fellowships for training abroad. The program has been operating at a 
level of about $30 million annually as is shown in the table on the U.N. expanded 
technical assistance program and special fund. 

The Special Fund is a result of a U.S. initiative taken at the 12th General 
Assembly in 1957. In the spring of 1958 a preparatory committee made recom- 
mendations for the fund’s organization and operation. These were approved 
by the U.N. Economic and Social Council and ratified by the 18th General 
Assembly. The fund began operations in January of 1959. 

The Special Fund undertakes basic surveys, research, and training projects nec- 
essary for economic development. The fund is not an international capital devel- 
opment fund, but rather finances preinvestment projects. Surveys of water, 
mineral, soil, and power resources and the setting up of technological training 
centers are typical projects the Fund will make possible. As of January 1, 1960, 
the Governing Council of the Special Fund had approved 44 projects which will 
cost $31.3 million. These projects are summarized by field of activity and 
geographic area in the table on the U.N. Special Fund program. Examples of 
the type of project are substantial contributions to the staffing and equipping 
of Middle East Technical University, a survey of the Mekong River Basin 
in Indochina, a regional project in industrial development in Central America 
and a variety of basic surveys of natural resources. 


Program summary 


{In thousands] 


piseal veer 10502. =. ok ee rk eee ce i tS eee ode eerste Or 
Estimate, fiscal year 1960_____________ ee 014d xin 5 il set! ld is» EO 
Proposed fiscal year 1961______________ _ a > 23,00 
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Detail of program—Contributions to central fund 


{Dollars in millions] 


Calendar year Other gov- United Total U.S. per- 
ernments States centage 
1959-51 (18 months). ; 8.0 12.0 20.0 60 
1952... . ‘ 7.4 11.4 18.8 6 
1953... : * 4 6 12.8 99 4 7 
ee ae ee 11.2 13.9 25. 1 
1945. ane 24 15.0 97.7 { 
1956. ~ 14.4 14. 4 IRS } 
1967... cure w wale CS agataie aye we 15.6 15.3 s0.9 14 
1958 _ salen anmm aes a eats 17.2 14. 1 31.3 } 
1959. eve eealiaiesabioos tlie ligt eae f 33.4 122.3 DD. ¢ }( 
196) estir ae STS . = 45.0 30.0 75.0 4 
1961 « a 49 33.0 R25 4( 





1Includes $700,000 of prior year funds 


I hous s] 
Ecor assistance, fisca ‘ Obliga Ex es] | quidate 
| * 
, | ned i 
il vear 1959 $21. 600 $21. 751 
e June 30, 1959 119. 821 LOY, 929 $9, 892 
te, fiscal year 1960 0, O00 93. RG2 
June 30, 1960. 149, 821 133, S21 WM 
fiscal year 1961 33, OO0 16. 000 





It is contemplated that, wherever possible, projects will be carried out on a 
regional rather than a country basis. A combined annual goal of $100 million 
has been set for the Technical Assistance and Special Fund programs, 


U.S. INTEREST IN THE PROGRAMS 


Among the basic foreign policy objectives of the United States are— 

(a) Assisting the economic development of less-developed countries. 
(b) Strengthening the United Nations. These programs further both 
objectives. 

As a part of its leadership in the United Nations, the United States has 
strongly supported the technical assistance activities of the U.N. The concrete 
value of cooperation through international organizations becomes clearly ap- 
parent to the peoples of underdeveloped countries in technical assistance activi- 
ties. A byproduct of this is to attract them to the free world. 

The United States has found many advantages in supporting multilateral 
assistance in addition to its own bilateral programs. Sharing costs of the pro- 
grains with SO other countries is more economical than bearing the cost alone. 
Utilization of the U.N. pool of manpower and training resources helps speed 
up peaceful economic development—which is our basic goal. International ex- 
perts in fields which may be domestically sensitive sometimes have easier entree 
than representatives of any single country. 


INTEREST OF OTHER PARTICIPANTS 


Interest in the program is high among participating States, for it has demon- 
strated its utility over the years, and many contributors are also beneficiaries 
of the program. (See table on p. 1241 for contributions to the ETAB and Special 
Fund, by country.) 
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ACCOMPLISHMENTS TO DATE 


(a) In terms of value to the United States, ETAP has materially assisted 
economic development in underdeveloped areas and thereby contributed to polit- 
ical stability. In addition, the United States is recognized as the principal 
contributor to both ETAP and the Special Fund. 

(b) In terms of value to the aided countries and peoples, the return from so 
modest an investment has been impressive. Death rates are dropping, scourges 
such as yaws have already been drastically reduced, agricultural and indus- 
trial productivity have been vastly increased and illiteracy is receding. These 
are Major accomplishments in which the international agencies can claim some 
share of credit. 

COORDINATION WITH BILATERAL PROGRAM 


Assistance is provided by the United Nations agencies on the basis of requests 
from countries. The program proposals are discussed by the Technical Assist- 
ance Board Resident Representative with the U.S. Operations Mission to insure 
that there is no duplication between the two programs. As projects are carried 
out, there is an exchange of information both in the field and at headquarters 
to assure active cooperation between the two programs. A similar procedure 
also applies to the Special Fund. 


DESCRIPTION AND JUSTIFICATION OF PROPOSED PROGRAMS FOR FISCAL YEAR 1961 


It is proposed that the U.S. delegation to the Pledging Conference—which will 
be held during the 15th General Assembly—be authorized to offer $40 million 
for the two programs for calendar year 1961, with the condition that total U.S. 
contributions to the two programs will not exceed 40 percent of total contribu- 
tions by all governments to these programs. At the Pledging Conference on 
October 8, 1959, the United States pledged a total of $40 million for calendar 
year 1960, subject to the 40-percent limitation. The U.S. delegate also announced 
that in caleulating the amount of its contribution the United States would con- 
sider not only voluntary contributions but also assessed and audited local cost 
contributions to the central fund. This is in accordance with the Mutual Secu- 
ritv Act of 1959. It is estimated that total contributions from other governments 
will require a U.S. contribution of approximately $30 million in fulfillment of 
this pledge. 

It is estimated that the U.S. contribution for calendar year 1961—in fulfillment 
of the proposed pledge—will be approximately $33 million. This increase of $3 
million over 1960 is based on the expectation that other governments will con- 
tinue to increase their pledges. Therefore, the appropriation of $33 million is 
requested for this purpose for fiscal year 1961. Should additional funds above 
$33 million be required to match contributions from other governments, such 
funds would be secured from other MSP funds. 

In view of the U.S. initiative in the establishment of the special fund, it is 
considered essential that this Government be in a position to indicate its will- 
ingness to contribute toward the total goal of $100 million for the combined 
programs. 
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United Nations Special Fund program—Approved as of Jan. 1, 1960, by field of 
activity and geographic area 


{Dollars in thousands] 














| Africa Asia and Latin | Europe | Middle | Total 
| Far East | America | | East | 
Water, irrigation, and power | | | 
WO ascaccususgeecnnd seer | 1,040 1, 648 1, 501 | 245 2, 350 | 6, 784 
Agriculture, livestock or soil | | | 
surveys or institutes. ...-.-- aca aodaees 701 | Pp aw cctncucese 2, 758 4,780 
MINI aia ace bic ae Bs ea Since amces 1 SOUR a5 os waited wate meee | 1,350 
Meteorology Dee re i ee eee 1,018 ce 314 1,332 
Mineral or geological BURSA UR al ss scacceues | 1, 329 | BE Acscskeaccctctesideskowa 2,819 
Industrial research institutes__|......-- > 2, 661 WO einncsetiboniewenewmns 3, 561 
Vocational training. 1,058 | 1.211 | 2,013 1, 605 5, 887 
University technologie: al | | 
training__. See tebe so Samm Ore Nid ned Be ae cin. seen 2, 864 | 3, 746 
Mises WIG cc akcnawewdons 400 | WN cae te ivc Son ocsnubedecoteins 1,000 
POG sana ccencens 2, 498 | 8, 650 9,975 | 1, 850 8, 286 31, 259 





United Nations Expanded Technical Assistance Program for calendar year 1960— 
Summary by agency and geographic region 


[Dollars in thousands] 








| 4A dmin- 
Asia istrative 
Agency Africa and | Europe Latin Middle Inter- ind op- | Total 
| Far | America East regional | erational 
East service 
costs 
Food ind = =©Agriculture 
Organization. . _. pica Ree 1,983 | 370 1,793 1,279 141 1,278 8, 005 
World Health Organiza- | | | 
i a eae ee 1, 585 156 932 617 123 724 5,151 


International L abor Or 


United Nations Educa- | 


t Scientifie and 
Cultural Organization__. 598 1,619 204 1,006 605 I 506 4, 548 
International Civil Avia- 
tion Organization__.__._-| 97 | 236 | 34 | 269 . 200 1, 285 
International Telecommu- 
nication Union... , 58 | 67 5 39 137 Sitti 36 342 
World Meteorological Or- | 
ganization See tae te 100 31 11 74 97 15 57 | 385 
United Nations_.....-.---- 644 | 1,945 472 1, 491 1, 067 6 1,100 6, 725 
International Atomic 
Energy Agency.._------ 4 275 107 108 21 ai ‘ 84 599 
PRR OR ean ---| 4,041 8, 525 1, 582 6, 460 4, 808 324 4, 485 30, 225 
Technical Assistance | 
RUE sos se ee nee ab 6 oe hen ceeenve teawounae ieee ee eee gambar 2,071 
Total nllonations. 2. l.. 2 wc calowanaoos aad carts al ae ava ok taro Saas ste ila al seccelencceece 32, 296 





PRIOR YEAR APPROPRIATIONS 


Mr. Passman. I should indicate for the record that during recent 
years this particular fund has grown and, in my judgment, is getting 
out of control. Beginning in 1956 it was $24 million. It leveled out 
in 1957 at $15.5 million. In 1958 it was $15.5 million. In 1959 it was 
$20 million, and then last year you had an increase of 50 percent. You 
went up to $30 million, Again we granted, not by a unanimous but 
majority vote, the entire $ $30) million. This year you are asking for 
another increase. According to the 1961 estimates, you are asking 
for $33 million, as compared. to $30 million last year, an increase of 
$3 million. Will you please explain y your request / 

Mr. Taper. I would like for him to tell us why it is necessary to 
have any. 
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BASIS FOR INCREASE 


Mr. Wivtcox. May I answer your question first, Mr. Chairman ¢ 
Mr. Passman. You may answer first. Mr. Taber may be right; you 
may not need any, but you may answer my question. 

Mr. Witcox. Mr. Chairman, the concept back of this program is 
that a total amount for the U.N. technical assistance program and the 
Special Fund would be in the neighborhood of $100 million. When 
the Congress approved this concept 2 years ago, it was with the idea 
that we would approach it on a matching basis, so we would contribute 
up to 40 percent of the total amount. It was assumed at that time 
that this sum would gradually increase until we reached a level of 

$40 million for the total program. 

Mr. Passman. That was the Department’s idea ? 

Mr. Witcox. Yes: and I think the idea of the Congress. 

Mr. Taper. Nobody ever came before this committee and made any 
such statement until today. 

Mr. Wricox. Mr. Taber, I think the record will show 

Mr. Taner. Not before this committee. 

Mr. Passman. The information may have been inserted in the 
record. Ido not remember any direct testimony on it. 


VIEWS OF THE HOUSE AND SENATE APPROPRIATIONS COMMITTEES 
EXPRESSED IN REPORTS 


Does this proposed pledge reflect the desires of the House and 
Senate committees, as expressed in their reports on this item last 
year relative to not only a decreasing percentage contribution but 
also a decre asing dollar contribution ¢ 

Mr. Wixicox. I do not have all the committee re ports before me. I 
have the House Appropriations Committee report for 1960. 

Mr. Passman. May I read from the House committee report : 

The committee is interested in future years in obtaining a reduction not only 
in the percentage of our contribution to this program but in a reduction in our 
total dollar contribution as well. 

Now from the Senate report: 


This committee joins with the House committee in the hope that in future 
years a reduction in our total dollar contribution may be realized, as well as a 
reduction in the percentage of our contribution. 

Is the 1961 estimate in accordance with the views expressed by the 
Senate and House committees ? 

Mr. Witcox. Lam sorry. I have not seen the language you refer to. 

Mr. Passman. If you pay any attention to what this committee does, 
and what the Congress recommends, at least you would extend to the 
committee the ¢ ourtesy of re: ading the re ports. 

Mr. Witcox. Iam sorry I did not read it. This is last year’s report. 

Mr. Passman. There hi as been no re port more recent thi an the one of 
last year. 

Mr. Witcox. I will be elad to get the other reports. 

Mr. Passman. What other reports? This is the most recent one. 
These are the reports of the Appropriations Committees. 


Mr. Wiucox. Yes. 
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Mr. Passman. We hope you will recognize in the future, Mr. Sec- 
retary, that the Committee on Appropriations also has a word. We 
represent the people, too. We suggest that in the future you read the 
reports of the Committee on Appropriations. I hope we write a bill 
this year that will warrant your close attention to those things in the 
future. 

Mr. Wiicox. I am sure I did read this, Mr. Chairman. 


REASON EXPRESSED DESIRES OF COMMITTEES IGNORED 


Mr. Passman. Then, why did you ignore the expressed desire of 
the two committees ? 

Mr. Wiicox. Well, sir, when this program was originally presented 
to the Congress, it was on the assumption that the funds presented by 
other countries would be matched by our Government. Now, if the 
funds that are contributed by other countries continue to incr rease, we 
will not be in a position to match those increases. 

Mr. Passman. What if we are not? If other countries are growing 
wealthy—and there is some indication they are—why should we have 
such an impractical policy and rule, that we have to contribute 50 to 75 
percent of all of these worldwide programs? 

Mr. Wiicox. I think you are right. I do not think we should. We 
have succeeded in bringing this one down from 60 percent in 1950-51 
to 40 percent at the present time. 

I would hope as time went on, and as other countries gained finan- 
cial stability, we might be able to decrease somewhat further. 

Mr. Passman. Let us deal specifically with what the Senate and 
House committees said: This committee said in its report : 





The committee is interested in future years in obtaining a reduction not only 
in the percentage of our contribution to this program but in a reduction in our 
total dollar contribution as well. 

The Senate committee report said: 

This committee joins with the House committee in the hope that in future 
years a reduction in our total dollar contribution may be realized as well as a 
reduction in the percentage of our contribution. 

You have ignored in this year’s request the House recommendation 
and the Senate recommendation for reducing the dollar request. Is 
that a statement of fact / 

Mr. Witcox. No. I do not think you had any particular year 
stated there, Mr. Chairman. It is still my hope we can accomplish 
this at some time in the future. 

Mr. Passman. To what year did you think we had reference ? 

Mr. Wixicox. I thought you assumed as soon as that could be done. 

Mr. Passman. Do you know of any better time to do it than before 
it gets out of ee as a lot of other programs have done / 

Mr. Witcox. I did not think you would want us to do serious dam- 
age to the program. 

Mr. PassMAN. Since we have been so very liberal in making ap- 
propriations to this, it seems to me that to some extent we are being 
taken advantage of when you ignore completely the recommendation 
of the committee and you come in with a request for an increased 
amount. In the past 3 years you have almost doubled this, from 
$15.5 million up to $30 million. 
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ADEQUACY OF FISCAL YEAR 1960 APPROPRIATION 


Last year, for the calendar year 1960 operation, you pledged 40 per- 
cent. and $30 million. Will this amount be sufficient, or will you be 
required to obtain funds from the contingency fund to carry out this 
commitment ¢ 

Mr. Witcox. I think, Mr, Chairman, it will be sufficient to cover 
this year’s contribution. 


NATIONS SENSITIVE TO ACCEPTING BILATERAL AID 


Mr. Passman. Now, on page 4 of your statement you say: “Many 
of these countries are sensitive to accepting aid on a bilateral basis 
from a single great power.” Does the Secretary realize that bilater- 
ally you are requesting $172 million? Will you ‘indie: ate what nations 
are sensitive to accepting the aid on a bilater ‘al basis, and tell us which 
ones have been so sensitive that you could not help them ¢ 

Mr. Witcox. Mr. Chairman, I think it is true most of the under- 
developed, or less developed countries have a certain sensitivity to 
being tied in to any close relationship with either the United States 
or the Soviet Union. The would prefer to receive their technical as- 
sistance, other things being equal, from an international source which 
is ina sense neutral and objective in character. 

Mr. Passman. Do you know of any countries which are not in the 
bilateral technical aid program / 

Mr. Wixcox. I have here a list of countries which receive aid from 
the U.N. technical assistance program and also from our own tech- 
nical cooperation program. I hasten to add, Mr. Chairman, that I 
have been a strong supporter of our own bilateral programs and I 
think they are accomplishing a great deal of good. I merely stated 
in my comment here that our aid through the U.N. serves, I think, as 
a very desirable complement to the aid which is being given through 
bilateral channels. ‘The fact is, of course, that for every dollar we 
contribute to the U.N. program we get several dollars additional aid 
from other countries so that what we do through the U.N. is con- 
siderably cheaper than what we can do on a bilateral basis. 

Mr. Passman. You are requesting $33 million for this program. 
The Department is requesting $172 million for the bilateral, or U.S., 

technical aid program. Yet in your statement, and I quote again: 

Many of these countries are sensitive to accepting aid on a bilateral basis from 

single great power. 

I think we are entitled to know how you arrive at such conclusions. 

Mr. Wiicox. Mr. Chairman, I would be glad to present for the 
record this list of states that I have here which have taken aid from 
the U.N. and which are receiving aid on a bilateral basis from the 
United States. 

Mr. Passman. What we want to find out are the countries which are 
sensitive to accepting U.S. aid. 

Mr. Witcox. Mr Chairman, I would be pleased if you would not 
ask me to put on the record the states that are sensitive 

Mr. Passman. Is it for security reasons that you want to leave that 
information off the record ? 

Mr. Witcox. No, sir. It is for political reasons. I do not care to 
say here on the record that certain states 
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Mr. Passman. We know you are of high integrity, but when we go 
to the record we discover that the Soest 3 1s asking $172 million 
for the bilateral program, as against $33 million in the U.N. 

How are we going to be able to reconcile this statement when we 
mark up the bill, if you are not able to tell us any of the nations 
which are sensitive? Could you tell us any nations which are not 
getting some type of aid—underdeveloped nations,” since you used 
that word—out of the bilateral technical aid ¢ 

Mr. Witcox. I have completed recently a rather extended trip 
through Africa. There I found a great many indications of the type 
that I have mentioned. I do not think it means that countries would 
not accept aid from the United States. The fact they are getting aid 
from the U.N. at the same time makes it more possible for them to 
receive aid from the United States because they have U.N. resident 
representatives and technicians in the field, too, who collaborate with 
the U.S. experts. I did hear in many places, in Africa, that it was 
only natural that the states that were gaining independence very re- 
cently or are gaining it this year would prefer, other things being 
equal, to have their aid come through multilateral channels. 

Mr. Passman. Those are new nations just coming into being; are 
they not ? 

Mr. Wixcox. A good many of them; yes, sir. 


NEW SPECIAL PROGRAM FOR TROPICAL AFRICA 


Mr. Passman. I wonder if the Secretary is familiar with the new 
plan out of special assistance, to start a new technical aid, bilateral, 
out of even a different category for Africa? Twenty million is just a 
starter. 

Mr. Witcox. I am aware, sir, that the executive branch has re- 
quested- 

Mr. Passman. Requested, or have they already taken it out of spe- 
clal assistance and are entering into obligations? 

Mr. Witcox. That I would leave to Mr. Murphy to answer. 

Mr. Passman. Have they allocated money out of special assistance 
yet ¢ 
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Mr. Murrny. Mr. Chairman, the complete answer to your ques- 
tion is that the special program for tropical Africa for 1961, for 
which the request is $20 million, does include funds for some coun- 
tries that are currently receiving special assistance. 

For example, I believe Liberia is among them, but the bulk of the 
money is intended for countries other than those that are now receiv- 
ing special assistance. 

Mr. Passman. Since the Secretary referred to some of the new na- 
tions in Africa as being a little sensitive about accepting the bilateral 
aid, isn’t that in the same part of the world where you are starting the 
new U.S. technical aid, out of technical assistance ? 

Mr. Murrpny. It is essentially the same part of the world. 

Mr. Passman. That answers the question. If you do not elect to 
give us the names of any countries which are sensitive to accepting 
this aid, we shall not press the point. 

Mr. Taser. Mr. Chairman, will you yield ? 

Mr. Passman. I shall be happy to yield. 


COUNTRY ALLOCATION OF TECHNICAL AID AND SPECIAL ASSISTANCE FUND 


Mr. Taner. Would you be able to supply us with a list of the coun- 
tries, with the amount that has been expended on them for fiscal year 
1959 and so far in fiscal year 1960 of either this U.N. fund, the regu- 
lar technical aid setup and this special fund where they have alloc ated 
something like $20 million out of the special assistance fund? — If you 
could give us the names of those countries and the amount that you 
allocated to them in each of those years and put all these items in line 


on the same page so we can see the whole thing and have it detailed 
out so we could follow it through and have some way of checking. 
(The information requested follows :) 


Gabo 
Gaim 

Ghana 
Guinea 
Ivory ¢ 
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mmary of te chnical coo pe ration programs for African countri south of the Sahara 


In thousands of dollars] 


Country 
Bilateral 
technica 
coo pera- 
tion 


Basutoland 
Bechuanaland 
British East Africa 
Cameroons 
Chad, Republic of 
Congo, Republic of 
Dahomey, Republic of 
Ethiopia 
French Equatorial Africa 
Gabon, Republic 
Gambia 
Ghana 
Guinea 
Ivory Coast, Republic of 
Kenya 
Liberia 
Malagasy Republic 
Mauritius 
Niger, Republic 
Nigeria, Federation of 

ind Nyasaland, Federation of 

. Re pul lie of 


Sierra 

Somaliland (British 
Somali Italian 
Suda 

Sudanese Republic 


Swaziland 


1 
Tanganyika (British 
Togoland, Republic of 
Uganda 

be 


Itaie Republic 


Program total - 2, 209 10, 370 5, SU 14, 


Special assistance funds for fiscal years 1959 and 1960 were not programed for t! ses proposed in 
| year 1961 for the $20,000,000 special program for Africa. 


53909—60 -79 
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COUNTRIES SENSITIVE TO BILATERAL AID 


Mr. Passman. If we may go back to the statement, “Many of these 
countries are sensitive to accepting aid on a bilateral basis from a 
single great power,” Mr. Secretary, you have been before this com- 
mittee before and you know it is the purpose of the committee to be 
as courteous as possible. 

Mr. Witcox. Yes, sir. 

Mr. Passman. Would you interpret it as being unfair if I should 
ask you again to give us a little better reason why you could not give 
us the names of some of the countries that have resisted aid out of the 


bilateral funds? I think that matter should be cleared up, otherwise | 


a lot of those who would like to see the entire program transferred 
to U.N. would gain a lot of encouragement from that, and it would 
be an indication that the committee had concurred in the thinking. | 
We believe we should have you tell us some of the countries which 
are sensitive to accepting the aid. 

Mr. Witcox. I would be glad to do that, Mr. Chairman, if I could 
do so off the record. 

Mr. Passman. Why should it be done off the record 4 

Mr. Wixtcox. I do not like to be critical of other countries on the 
record. I do not think it helps our national interest to say some- 
thing about countries which might appear to them or other people 
to be critical. If the committee would permit, I would be glad 
to pursue this further in an off-the-record discussion or to provide 
you with a list, sir, that would meet your request. But I would ask 
the committee not to insist that I make pub lic a list of states that 
find it preferable to take aid from multilateral quarters. I may say 
that in general most of the underdeveloped countries, because of the 
fact that many of them have become newly independent, would pre- 
fer to emphasize that inde pendence by not getting involved in cold 
war relationships between the U nited States and ‘the Soviet Union, 
but would prefer to have aid extended through multilateral chan- 
nels. That does not mean they are not going to take aid from other 
sources. They will take aid, many of them, where they can get that 
aid because I think their leaders feel they have responsibility to show 
progress in those countries and they need aid desperately. Some of 
the countries I visited in Africa have an annual income of less than 
$50 a year per capita. 

Mr. Passman. And yet they are sensitive to accepting this U.S. 
bilateral aid? They would rather get it through the U.N. / 

Mr. Witcox. I am not saying they won't take it from the United 
States. 

Mr. Passman. I did not say that. I said they were sensitive to 
taking it. 

Mr. Witcox. They would prefer to have more aid on a multilateral 
basis. 
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ACCEPTANCE OF OTHER TYPES OF AID 


Mr. Passman. What is going to happen with your special assist- 
ance, military assistance, Development Loan, the various other types 
of aid, that are strictly bilateral’ We are talking about a $4,175 
million request. You are talking about $33 million. 

Mr. Wincox. A small sum. 

Mr. PassMan. What position will that place us in with these sensi- 
tive countries on these other programs ¢ 

Mr. Witcox. Well, sir, the kind of assistance that is contemplated 
is considerably different. For the most part this is straight tee — 
assistance. There is not involved here any investment capital « 
anything of that sort. It is the kind of program which is disieued 
to send a technical expert out to a country so that technical know- 
how can be shared with that country. 

Mr. Passman. If they are sensitive to accepting aid on a bilateral 


| basis from a single great power—that is your statement—would they 





not also be sensitive to any of the other different types of aid we have 
available in this program / 
Mr. Witcox. No, sir, 1 do not think so, particularly if there is a 


| U.N. program operating within their borders. They can coordinate 


it with the U.N. program. 

Mr. Passman. How about the nations that are not now getting it, 
which may be in this sensitive category to which you refer? Do you 
think it would possibiy be wise for us not to consider them for 
bilateral aid in other categories ? 

Mr. Witcox. No, sir, not at all. 

Mr. Passman. You feel they are only sensitive to this technical aid ? 

Mr. Witcox. No, sir. The fact that they are sensitive does not mean 
that they won’t take aid from other sources. I think they would pre- 
fer more multilateral aid but they certainly are going to be willing 
to take bilateral assistance in the form of loans and things of that 
kind. 

Mr. Passmaw. Then they are not very sensitive, if they are going 
to accept aid from all these other different categories in the mutual 
security bill. 

Mr. Witcox. I do not think it is a question of —— 

Mr. Passman. Do you really think we would be taking them too 
far, as we are going to provide aid out of a lot of other programs, to 
furnish a little aid out of our bilateral technical aid? 


AFRICA 


Mr. Witcox. No, sir. If you will permit me to go back to Africe 
for a moment, a great many people feel that Africa is of very consider- 
able interest and concern to the U.N., partly because six of the new 
territories that are emerging are U N. trust territories and a ood 
many people feel the U.N. has a special responsibility there. ‘That 
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does not mean the oP. s should furnish the entire program. Indeed, 
the financial resources of the U.N. are such that it could not begin to 
meet the needs. I think it would be in our financial interest to encour- 
age the U.N. to do more, but at the same time I do not see how we 
can expect it to handle the total load, because other countries cannot 
contribute their share. 

Mr. Passman. Is it your recommendation, then, so as not to offend 
these sensitive people, that possibly we should give special considera- 
tion to the U.N. technical assistance program, increase that and de- 
crease the bilateral 4 

Mr. Witcox. So faras Africa is concerned, Mr. Chairman . 

Mr. Passman. Why deal just with Africa? Let’s deal with the 
overall program. 

Mr. Witcox. There is a large number of states there. 

Mr. Passman. I think the countries of Africa would take anything 
you would give them, and be glad to get it. I do not think they care 
very much what account it comes from. I think the gentleman knows 
that to be a fact. 


TYPE OF AID DESIRED BY NEWLY FORMED NATIONS 


Mr. Wincox, You have a great many states that have been under 
the tutelage of the mother country. 

Mr. Passman. Who is the mother country ? 

Mr. Wincox. Great Britain, France, and Belgium. These new 
countries have not been receiving aid through the U.N. toa very great 
extent or from the United States to a very great extent. Very small 
amounts of aid have been coming through these two channels. As 
they achieve their independence, the ‘y would like to demonstrate this 
independence, I am sure, by receiving somewhat more of their aid 
from other sources than just the mother country. 

Mr. Passman. I might say, Mr. Secretary, the very countries that 
you referred to would indicate that they have a very substantial 
amount in the bilateral. 

How about Ghana? 

Mr. Witcox. Ghana has been independent for some 3 years. 

Mr. Passman. How about all the others listed on page 2? Do any 
of those fall in that sensitive category ? 


PROGRAMS PROPOSED FOR AFRICA 


I wonder if the Inspector General could help you out a little bit 
there. Do you know whether or not in your bilateral technical aid 
program you are requesting funds for these sensitive territories in 
Africa? 

Mr. Murreny. We do have programs proposed for a number of them. 

Mr. Passman. In the bilateral ? 

Mr. Murpny. Yes, sir. 

Mr. Passman. You also have programs proposed in the $20 million 
special technical aid; do you not? 

Mr. Murreny. Yes, sir. 

Mr. Passman. I think the question has been adequately answered. 
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USE OF ASSESSED AND AUDITED LOCAL COSTS IN COMPUTING U.S. CON- 
TRIBUTION 


I note, on page 238, the U.S. delegate announced that in addition 
to the voluntary contributions of other governments the assessed and 
audited local costs would also be added in arriving at the percentage 
contribution of the United States. This is the first year the assessed 
and audited local costs are being used in computing the U.S. contribu- 
tion; is it not? 

Mr. Witcox. That is correct, sir. 

Mr. Passman. Why is it being used? Is it to increase our contribu- 
tion tothe fund? W ill that be the end result ? 

Mr. Wiucox. Yes, sir. We are now taking into account the amount 
of mone Vv which some of these countries have been contributi ing to the 
central fund but which were not previously calculated in arriving at 
the percentage contribution of the United States. 

Mr. Passman. It could have the effect, I believe you said, of in- 
creasing our percentage contribution 

Mr. Wixcox. No, sir. It will increase our dollar contribution, but 
not our percentage. 

Mr. Passman. It tends to increase the dollar contribution of the 
United States ? 

Mr. Wiicox. That is correct, 


CONSIDERATION OF RECOMMENDATIONS IN HOUSE AND SENATE REPORTS 


Mr. Passman. Then, again I must refer to the Senate report and the 


House report which the gentleman did not read. 

Mr. Witcox. I should say, Mr. Chairman, that this was a proposal 
which emerged from the House Foreign Affiairs and Senate Foreign 
Relations Committees. 

Mr. Passman. It seems to me that you gentlemen should at least 
extend us the courtesy of reading our reports and giving a little 
consideration to what we recommend. Otherwise, we are wasting 
a lot of time and effort. | 

Mr. Tazer. It looks to me as if that attitude represents a request 
of this committee not to appropriate any funds. 

Mr. Passman. That is at least an invitation, because the distin- 
guished Secretary has not had an opportunity to read this House 
Appropriation report and Senate report of last year. I thought they 
were very important. 


BASIS FOR DECISION TO INCREASE CONTRIBUTION 


What was the basis for this decision, Mr. Secretary / 

Mr. Witcox. Well, I explained a moment ago, Mr. Chairman, that 
when this program was presented to the Congress 2 years ago, the 
goal of $100 million was clearly set forth as one that we should work 
toward and when other countries were able to contribute more toward 
that goal, then the United States could increase its contribution in 
order to match their contributions. We suggested that it be put 
on a maching basis and the Congress approved that matching basis. 

Now, there is a slight increase anticipated next year. It is not an- 
ticipated that other countries will contribute $60 million, but it is 
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anticipated that all countries together would contribute something 
over $80 million, which would necessitate, at a 40-percent ratio, our 
contribution of some $33 million. 

Mr. Passman. Would it mean that other countries are just a little 
bit more reluctant than the United States to increase their contribu- 
tions? 

CAPABILITY OF VARIOUS NATIONS TO CONTRIBUTE 


Mr. Witcox. No, sir. I think it means that the capacity of the 
United States to contribute to this sort of thing is considerably larger 
than that of any other single country. We have a capacity of roughly 
between 40 and 50 percent. Other countries feel that we are doing 
our share and I think they feel they are doing their share when they 
contribute 60 percent of the program. 

Mr. Passman. We are reversing the trend, then, while other coun- 
tries are becoming wealthier, balancing their budget, reducing taxes, 
getting our customers because they are outbidding us? During that 
period of buildup we were contributing up to 60 percent of the total, 
and then we had reduced it. Now, it appears that it is starting back 
the other way; that as they are able to increase their contribution— 
and certainly the record would indicate that they are—the trend, 
instead, would be to, again, increase our contribution, dollarwise and 
percentagewise ¢ 

Mr. Wixcox. Mr. Chairman, if you go back to the beginning of the 
program, you will note that other governments were contributing $8 
million in 1950-51. We were contributing $12 million. 

Mr. Passman. That is correct, but ours was 60 percent of the total. 

Mr. Witcox. Yes, sir, 60 percent. Now, since that time, in 1960, 
other governments were contributing $45 million. We were contrib- 
uting $30 million, for a total of $75 million, with the U.S. percentage 
at 40 percent. 

I do feel that is considerable progress, both in reducing the percent- 
age contribution of the United States and in encouraging wider par- 
ticipation among the members of the U.N. in the program. Indeed, 
this increase, I think, is encouraging and reflects 

Mr. Passman. Encouraging in what sense? 

Mr. Witcox. Well, it reflects the additional capabilities of these 
other countries to contribute a larger share. 

Mr. Passman. Do they need that encouragement, that we have to 
increase our dollar contribution when they are in better position to 
increase theirs, maybe, than we are ours? 





CONDITION OF U.S. ECONOMY 


Mr. Witcox. I think they would doubt very much that they are 
in a better position to increase their dollar contribution than we are. 

Mr. Taser. We look at the Treasury statement occasionally and we 
realize that we are in a pretty difficult position. 

Mr. Passman. I think that record is abundantly clear. 
‘3 — Gary. That is the understatement of the year, I think, Mr. 

aper. 

Mr. Taser. I think probably that is so, but what I said was certainly 
correct. 

Mr. Gary. That is only part of the truth. We are in bad shape. 
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Mr. Passman. I do not think there is any question about that, Mr. 
Secretary. That is why some of us are alarmed. But when we see 
these very high amounts accruing to the credit of our Government, 
yet we are having to borrow still more money to carry on and meet 
these commitments, when some of the other countries are actually re- 
ducing their public debts and have a surplus in the Treasury, it is 
certainly time for us to have a very close look at all these programs. 
We just cannot continue and I believe you agree, upon the basis which 
we have been operating in the past. 

Mr. Wiicox. Mr. Chairman, I want to say I certainly share Mr. 
Taber’s concern and that of Mr. Gary. 

I believe that a sound economy in this country is one of the absolutely 
essential bulwarks for peace in this world. I do not think we should 
do anything which would jeopardize the stability of the American 
economy. We are pressing our friends and allies, both in and out of 
the U.N., to make additional contributions to the job of helping to 
develop the underdeveloped countries, and I think with some success. 
Mr. Dillon made a trip to Europe not long ago and had a meeting there 
and we had a followup meeting here in Washington with that pur- 
pose in mind. TI believe that we are making considerable progress in 
getting these other countries to assume a larger share of the burden. 

Mr. Passman. Mr. Secretary, if you had the privilege and the time, 
in this member’s opinion, to read the contracts and the costs and the 
type of personnel—certainly not referring to their moral stand- 
ards, but their technical background—I believe that you would recom- 
mend this entire program be reduced by at least 75 percent. There 
might be a valid record to indicate we could be doing more harm than 
good. 

BASIS FOR DIVISION BETWEEN UNTA AND SPECIAL FUND 


What is the basis for determining how much of the U.S. contribution 
will be for the UNTA and how much for the special fund? 

Mr. Wircox. Mr. Chairman, this depends upon the contributions 
of other States to the two funds. I think there is a feeling in the U.N. 
circles that the work of the technical assistance program is so impor- 
tant that it ought not to be slighted on behalf of the Special Fund. As 
a result the two funds have been kept about even in terms of their total 
amount, although it is my assumption that the Special Fund will 
perhaps call for slightly larger contributions. 

Mr. Passman. The Special Fund is growing? 

Mr. Witcox. It deals with larger projects, Mr. Chairman; instead of 
individual technicians and experts as in the case of the Technical 
Assistance Program, it deals with special surveys and studies that re- 
quire somewhat larger groups of experts and are of a regional char- 
acter and of necessity are somewhat more costly. 

Therefore, my assumption is that of the total amount, a somewhat 
larger amount will be taken for the special fund than for the expanded 
program of technical assistance. 

Mr. Passman. It is getting away from the technical aid, and grow- 
ing into another disguised Economic Aid Program ? 

Mr. Wiicox. No, sir. These two programs are not capital invest- 
ment programs. They still retain the distinctive quality of U.N. tech- 
nical assistance programs. The Special Fund merely goes into the 
problem a little deeper in making surveys that are a little more far 
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reaching about water and power and use of land and agricultural 
resources and things of that sort. 

Mr. Passman. And certainly it creates more jobs, and requires more 
technicians / 

Mr. Wincox. A very small number of people are needed for the 
special fund. 

Mr. Passman. For what do you spend the money, if you do not 
spend it on personnel ¢ 

Mr. Wixcox. Pretty largely on the projects themselves. The proj- 
ects have to be handled by people, of course. 

Mr. PassMan. Objective “A” of the U.S, interests in this program 
a? ‘assisting the economic development of less developed countries”? 


Mr. Witcox. Yes, sir. 
LARGE INCREASES IN SIMILAR PROGRAMS 


Mr. Passman. Why should we increase our appropriation for this 
purpose in this program when the U.S. bilateral technical cooperation 
program estimate is $172 million, an increase of $22 million, and the 
DLF estimate is $700 million, an increase of $150 million, and both 
of these U.S. programs, estimated to cost S872 million in fiseal 1961, 
have the same objective as this program ? 

Wouldn't it indicate that every one of these programs is going un- 
checked and is growing? 

Mr. Witcox. No, sir. I do not have before me the statistics as to 
the growth of the bilateral program in the economic field and technical 
assistance. My impression is it is about what it was. 

Mr. Passman. It is up $22 million. 

Mr. Wiicox. Over the last 4 or 5 years? 

Mr. PassmMan. We were complimented by Mr. Dillon last year that 
we actually gave them more money than they needed, and they had re- 
quested more money than they could use. 

Yet they are in this year for even $22 million more than we gave 
them last vear. 

Mr. Witcox. My feeling is that the U.N. program has certainly 
demonstrated its worth. I can say to you, sir, in all sincerity and 
all honesty I think it is a sound program, it is well executed, it is 
efficiently done and I think it is doing a great deal of good for the 
amount of money that. is put into it. I have never, however, insisted 
that we ought to put all our eggs in one basket and to devote all our 
attention to multilateral aid and not continue to support. bilateral 
requests. I think there are a good many reasons why we should have 
a substantial bilateral program. 

I think the point is the needs are so great in the world that these 
things are complementary and supplementary. It isn’t enough to 

say that we should have only bilateral aid or multilateral aid or do 
it through this agency rather than that agency. It seems to me that 
all of these agencies and all of these requests meet. certain needs and 
taken together they make a reasonable approach toward the terrific 
problem of helping these countries with their development programs. 

Mr. Passman. It would be splendid if we had the money without 
having to borrow it. 

Mr. Wiicox. I realize it isa very serious challenge. 
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I would like to point out with respect to the U.N., I was looking 
at some figures the other day and the total amount that we spend 
for all U.N. activities in the technical, economic, the health and all 
these other fields, including the special programs, runs to about 61 
cents per capita for the U.N. a year. I submit, in view of the effee- 
tiveness of the U.N. in connection with situations like Laos and the 
U.N. emergency force in Egypt and other situations of that kind, 
together with the good they are doing in the field of health and agri- 
culture, et cetera, that this is a very small amount, relatively, com- 
pared to what we spend for defense and on other important matters 
in our budget—61 cents, | submit, per capita is not a large amount 
for these purposes. 

TOTAL BUDGET 


Mr. Anprews. What is the total dollar figure, Mr. Secretary ‘ 

Mr. Witcox. It runsslightly over $100 million, sir. 

Mr. Passman. It follows, though, that from little acorns big trees 
grow, and I am sure that the Secretary would be one of the first to 
concur with the statement, “If you should confiseate all the wealth 
in America, you still would not have sufficient funds to do all the 
things labeled desirable.” 

Mr. Wincox. Yes.sir. Ithink that is correct, si 


RUSSIAN CONTRIBUTION 


Mr. Passmawn. I noticed, on page 239, that Russia has increased its 
contribution up to $2 million in — 

Mr. Witcox. That is correct, 

Mr. Passman. It is my in inding that Russia’s contribution is 
in rubles, and is of little value to the program as a result; is that 
correct ¢ 

Mr. Witcox. It is not of as much value as the dollars that we con- 
tribute, Mr. Chairman, because it is limited to certain activities which 
involve expenditure of those Russian rubles. We certainly agree that 
it isa very niggardly attitude on the part of the Soviet Union to take 
toward these programs to make their rubles nonconvertible. 

Mr. Passman. How many Russian technicians are employed in 
this program, and where are they located 

Mr. Witcox. As of December 31, 1959, there were 19 Russian tech- 
nicians out of a total of about 1,450. By comparison, the United 
States has 133 technicians in the program. 


USE OF RUBLES 


Mr. Passman. Can you spend the rubles in any country where there 
are no Russian technicians / 

Mr. Witcox. The rubles can be used for scholarship grants, they 
can be used for expenses for technical experts coming out of the Soviet 
Union going into other countries, and they can be used for equipment. 
The larger portion ‘of the rubles have been used for the purchase of 
equipment. 

Mr. Passman. Ame ag ‘an equipment ? 

Mr. Witcox. No, sir, Russian equipment. The largest proportion 
of the rubles has been al for equipment. 
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ASSIGNMENT OF SOVIET FIELD EXPERTS 


You asked a moment ago, Mr. Chairman, where Soviet field experts 
were assigned. I have the list here if you would like to have them 
for the record. 

Mr. Passman. We would not. want to offend them. Put it in the 
record if they are not sensitive to it. 

Mr. Wircox. This is a factual statement. I do not think anybody 
need be sensitive about it at all. 

(The information supplied follows :) 


UNITED NATIONS EXPANDED TECHNICAL ASSISTANCE PROGRAM 


Fields of assignment of Soviet and Soviet-bloc experts as of Jan. 1, 1960 
U.8S.8.B.: 
UNTAO: Afghanistan, geology 


ae ae a eg ts 1 
FAO: India: 
Ie a te 1 
I 1 
I a 1 
I peak aes woo eininlgs nbn eee 1 
Veterinary pharmacology_______~ Be a an gl Rh 1 
ITU): GAR (Syria), telecommunications........_........_...........- an 
UNESCO: 
Afghanistan, science teaching (physics) ____- Sn ick esareeeckenie acca. ae 
I rv ins Gakiiaenen 9 
SO cca artesian ve me inane 1 
IO ces Sap acai eapean pres 1 
I 19 
Czechoslovakia : 
I Oe 1 
UNESCO: Middle East, regional, fundamental education (Sirs-el- 
i a a ee 1 
a ds eas eats ee 2 
Hungary: FAO, Yugoslavia: 
SS ERE ee ee aa mT ene aE SS ee a ae eae 1 
I he Z 
REESE LE OL eae oe ee eC Oe ee ee eee © 2 
Poland :? 
UNTAO (including WMO): 
Indonesia, public finance policy______________ pene ee ee ee 1 
Ine SIT PI RNIN ss encisnis bags cc texinintda ibaa 1 
Afghanistan, meteorological instruments________________________ 1 
ed 3 


1In addition, a Polish national is the TAB resident representative in Bolivia/Ecuador. 
DUPLICATION AND OVERLAYS IN VARIOUS TECHNICAL AID PROGRAMS 


Mr. Passman. Now, Mr. Secretary, we have the bilateral technical 
aid program. The request is for $172 million. You have this U.N. 
technical aid program. The request is for $33 million. You have 
the Organization of American States technical aid program, for which 
I think the request is $114 million. Then you have the atoms for 
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peace program. They have even branched out and have a technical 
aid program in that, ‘and have so admitted. Then you get over into 
the special assistance. They could not find anything else to do with 
the money, so they allocated the $20 million for another technical aid 
program in Africa. 

How do you avoid duplication and overlap of projects of this pro- 
gram or programs when you have so many technical aid programs? 
In reality, to some degree or another, you have about seven of them. 

Mr. Wicox. Well, sir, each one of the specialized agencies of the 
U.N. is engaged in technical assistance in its particular area; for 
example the Food and Agricultural Organization, in the field of 
fisheries and food and agriculture and nutrition. 

Mr. Passman. You also have that in the bilateral program; do you 
not ? 

Mr. Wucox. Well, the bilateral programs are programs conducted 
and sponsored by the United States, but we do not, through our bi- 
lateral programs, extend aid through the U.N. 

Mr. Passman. We have about seven of these technical aid programs, 
and it naturally follows that in the various programs you have the 

same type technicians doing the same type work in these nations; do 
you not? My point is, and - my question 1s, how do you avoid duplica- 
tion and overlap when you have so many different technical aid pro- 
grams doing the same things in the same nations? 

Mr. Wircox. So far as the U.N. is concer ned, there is in each of these 
countries, or in most all of them that recieve aid from different tech- 
nical assistance activities, a U.N. resident representative whose job 
it is to see to it that projects are not duplicating each other, that there 
is no overlapping and that there is « ‘ordination among the specialized 
agence ies. 

“Now I should also say that we keep in close touch with the head- 
quarters in New York and try to do a at we can to avoid duplication 
and Ov erlapping, both in the field and in New York. As between the 
United States and the U.N., we encourage and instruct our heads of 
missions in the field to be in close touch with the U.N. representa- 
tives so that before any important projects are launched, either through 
the U.N. or the United States, a are informally cleared. W ith 
close coordination, both at headquarters and in the field, overlapping 
and duplication can be avoided. 

Mr. Passman. They are well enough coordinated that they know 
which direction each team is going, so they do not arrive at the same 
place to do the same work the same ‘day ¢ 

Mr. Witcox. Yes, sir. 

Mr. Passman. That is good. There are so many of them, I wonder 
if they do not need possibly a special representative to keep them from 
getting mixed up. 


RECIPIENT COUNTRIES IN EUROPE 


What countries in Europe are the recipients of the $3,432,000 in 
1960 from this program ¢ 

Mr. Wicox. I have here, Mr. Chairman, the figures for the special 
fund. They indicate that ‘Greee e, Poland, Turkey, and Yugoslavia 
were the four recipients of aid thr ough that channel. 

Mr. Passman. That is the Special ‘Fund ? 
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Mr. Wincox. Yes, sir. 

Mr. Passman. Yugoslavia and Poland, you said ¢ 

Mr. Wincox. That is correct, sir, and so far as the technical assist- 
ance program is concerned, there is a list here of nine countr ies that 
received assistance in 1960. 

Mr. Passman. Would you name them for the record, please 

Mr. Witcox. Yes, sir: Austria, Albania, Cyprus, Greece, Iceland, 
Malta, Spain, Turkey, Yugoslavia, and $24,000 was devoted for re- 
cional activities. 


U.N. 





SPECIAL 





FUND PROJECTS MIGHT RESULT IN DLF LOAN 





Mr. Passman. Mr. Secretary, would it follow that projects funded 
under the U.N. special fund may result in loan applications to the 
Development Loan Fund 4 

Mr. Wiicox. They may, or to the World Bank or to the Export- 
Import Bank, or private sources. 

Mr. Passman. They make loans. I am referring to this disguised 
economic fund, the Development Loan Fund. My question is whether 
you think they would result in applications to the Development Loan 
Fund? 

Mr. Witcox. Yes, sir, they could. 








ADMINISTRATION AND OPERATIONAL SERVICE COSTS 





Mr. Passman. What is this item on page 241 
operational service costs” ¢ 

Mr. Wucox. This, Mr. Chairman, is the amount of the program 
which is devoted to administrative and backstopping costs, generally, 
in connection with the work of the different specialized agencies that 
are engaged in the technical assistance program. 

Mr. Passman. What does the operational service cost represent / 

Mr. Wircox. That represents about 14.8 percent, sir, of the total. 

Mr. Passman. That is high enough. 

What does the item of $2,071,000 for “Technical Assistance Board” 
represent ‘ 

Mr. Witcox. That covers headquarters in New York and _ field 
costs of the U.N. resident representatives and costs of that nature 
which gives to the program the kind of supervision and coordination 
that I was talking about a moment ago. 

Mr. Passman. Then you really would add that to the item I just 
mentioned, “Administration operation,” to get the overall total. 

Mr. Witcox. That is correct. 

Mr. Passman. What would that percentage be ? 

Mr. Witcox. That is a total of 20.5 percent. 

Mr. Passman. How does that total compare to 5 ye ars "7 

Mr. Wircox. I shall have to find that figure for you, I do not 
have it with me. I will supply it for the record. 

(Information supplied follows :) 


.*Administration and 


For 1955, administrative and operational services costs were $4,567,408, out 
of total obligations of $25,813,134. This was 17.69 percent of the total. 


Mr. Passman. Is it not getting to be a little high, when more than 
20) percent is going for just the backstopping ? 
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Mr. Witcox. Well, Mr. Chairman, you must keep in mind, of 
course, this is a small program and the percentage involved in a small 
program relatively is naturally somewhat larger than it would be in 
a much larger program. This money is used “for planning purposes, 
for programing, for evaluation, for supervising, for conducting the 
fieldwork, and the coordination and the cooperation that we insist 
upon, both in New York and in the field. 





ICA PERCENTAGE 





COST FOR ADMINISTRATION 

Mr. Passman. As you mentioned small programs and big programs, 
I wonder if we may ask the Comptroller and Inspector General what 
the percentage of ICA has been for bac ‘kstopping ¢ 

Mr. Murruy. Well, Mr. Chairman, there are several ways you can 
compute that. 

Mr. Passman. Just give us one way. 

Mr. Murpuy. The way I would compute it, Mr. Chairman, is that 
I would take the total funds that are being managed by ICA, or ex- 
pected to be managed by ICA, and compute that in terms of the S40 
million request for administration. 

It would work out to about 1 percent of the total, Mr. Chairman. 

Mr. Passman. Let us take all of the administrative expense. 

Mr. Mcreny. Again, if you assume—and I would have to assume 
some figure for 1961, and I would like to assume the $4.2 billion which 
the P reside nt requested— 

Mr. Passman. Well, the gentleman may be assuming a very imagi- 
nary figure; but if you like to deal in figures of that nature, you go 

right ahead. 

Mr. Murreny. It would work out to about three-fourths of 1 per- 
cent, Mr, Chairman. 

Mr. Passman. Perhaps, some of your personnel should be trans- 
ferred over to this Agency. 

Mr. Mureny. This figure is for the total, including Defense, DLF, 
ICA,the State Department, and the works; not just ICA. 

Mr. Passman. That is still three-fourths of 1 percent for the back- 
stopping. 

Mr. Mureny. That is, of the total in terms of resources to be man 
aged. 

Mr. Witcox. Mr. Chairman, I respectfully point out, with all my ad- 
miration for the aid program and what it is doing, that there are large 
sums spent in procurement and things of that sort that do not require 
nearly as much supervisory or coordinating staff as you have in a pro- 
gram of this kind, where almost all of the funds are spent for techni- 
eal assistance projects where individuals go out and give advice and 
help toa country and where there is little, if any, equipment, materials, 
and supplies involved. So, by the very nature of the program you do 
have a relatively sdaneenaniiia expense. 

Mr. Passman. That I understand, but it appears to me that it is 
rather high at. 20-plus percent of the total. The total of the special 
fund in the technical assistance program, as indicated on pages 240 
and 241 of the justifications, adds up to $63,555,000 ; does it not ¢ 

Mr. Wincox. Yes, sir. 

Mr. Passman. But as the State Department’s fund for 1960 is esti- 
mated at $75 million, where is the balance of the $11.4 million / 
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Mr. Witcox. Mr. Chairman, I am sorry; I was a little slow in re- 
sponding to that. However, I understand that the difference is that 
the table to which you refer has to do with the projects which were 
approved as of January 1, 1960. 

Mr. Passman. That is correct. 

Mr. Witcox. There are some other projects that are up for approval 
in May, and that would raise the total closer to $75 million. 

Mr. Passman. All right, sir. 


TRAINING OF TECHNICIANS 


Are you familiar with the type of training that these special tech- 
nicians receive before they are sent out into the field ? 

Mr. Witcox. No, sir; I am not familiar in detail. Usually they are 
given a brief orientation course at headquarters, but in terms of their 
own skills and techniques, they are chosen because of those skills and 
techniques, and I do not think they secure any training in connection 
with that in New York. 

Mr. Passman. You feel it would be better to take these people who 
have had years of training in their respective fields, rather than to 
give them, perhaps, some short course in a lot of different subjects and 
rush them on out into the field? Would it follow that they can doa 
better job if they had had years of experience in a specialized field ? 

Mr. Wiicox. Generally speaking, that istrue. A good agricultural 
expert in our own Department of Agriculture could be of much more 
help in some areas than someone just fresh out. of college. 

Mr. Passman. How long do you estimate that a man who is just 
selected, without any experience, should be trained before he should 
go out, perhaps as a tax consultant or possibly an agricultural expert 
or maybe as a deep-well expert? Would it require him some time to 
acquire suflicient knowledge to qualify as an expert / 

Mr. Wiicox. I do not know that I could lay down any general prin- 
ciple on that point. It would depend upon the subject area and the 
problem involved as well as the individual and the kind of services 
the country to which he is going needed. It would depend on those 
several factors 

Mr. Passman. Well, again, the committee is confused concerning 
the two types of program you undertake. Under the U.S. bilateral 
program, of course, we are running into new things every hour of our 
hearings. For instance, the Johns Hopkins University, after the ICA 
prescribed a course new to them, taught the course in 166 subjects 
and the amount of tuition was $4,000 per person for 5 months. Here- 
tofore, the classes have been limited to 20. There was $80,000 involved 
for 20 students for a 5-month course, and they were exposed to 166 
subjects, such as social mobility, religious workshop and religion, and 
in checking over the faculty, we found many of the “professors” in 
ICA doing the lecturing. So, it is confusing to the committee as to 
the capacity of these men to lecture on these varied 166 subjects over 
a period of 51% months. 

The committee is still waiting to meet some of these students, to 
determine just how it is possible for them to absorb so much knowl- 
edge, of the 166 subjects, in so short a period of time. 

Do you have one of those courses in the United Nations 
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Mr. Witcox. No, sir. I think the United Nations agencies do what 
they can to select individuals who already have a background in 
languages, for example, and who have a training or an expertness in 
the field of knowledge before they go. There is, as I understand it, a 
brief orientation program at he: adquarters before they go to the field, 
but that does not get into all of these substantive fields to which you 
referred. 

I suspect, Mr. Chairman, that there is a difference in the needs 
between the United Nations program and our own, because I think 
our own people who go out to represent the U.S. Government have to 
have a knowledge of our foreign policy and how it is evolved as well 
as the relationship between our policies and the aid program and mat- 
ters of that kind. 


WORK PERFORMED UNDER CONTRACT FOR U.N. 


Mr. Passman. Is any of this work done by contract by groups, 
such as the Governmental Affairs Institute, in the U.N. program ? 

Mr. Witcox. good many contracts are let; yes, sir. 

Mr. Passman. Do you know whether or not the Governmental Af- 
fairs Institute has a contract with them ? 

Mr. Wincox. We do not have; no, sir. 

Mr. Passman. That is, that nonprofit institution ? 

Mr. Witcox.To my knowledge, there is no contract arrangement 
of that type and I must say-—— 

Mr. Passman. Would you give us the names of some of the institu- 
tions with which you do have contracts under this program ? 

Mr. Witcox. I would be glad to see if there areany. Iam not sure 
that there are any. 

Mr. Passman. Did you not state a moment ago that you did have 
such contracts / 

Mr. Witcox. I said I thought there were some, but it is my impres- 
sion that most all of the work of the United Nations will be done by 
individuals; you can call that a contract, if you wish. They hire 
them for a year or two for the specific projects. I do not think they 
approach special groups or concerns for activities of this kind. 

(The following information was supplied later :) 


NAMES OF INSTITUTIONS WITH WHIcH UNTA PROGRAM AND SpecrAL Funp HAVE 
CONTRACTS AS OF May 1, 1960 


U.N. SPECIAL FUND 


1. Tippetts, Abbett, McCarthy, & Stratton, New York City. Electrical engineer- 
ing consultants working on electric power survey in Argentina. 

2. Kennedy & Dougqin, London, England. Electrical engineering consultants 
collaborating on electric power survey in Argentina. 

3. Sir William Halcrow & Partners, London, England. Hydrological work in 
Volta River survey in Ghana. 

4. Balfour, Beatty & Co., Ltd., London, England. Working on survey of multi- 
purpose damsite on the Niger River, Nigeria. 

>. Netherlands engineering consultants, the Hague. Working on survey of 
multipurpose damsite on the Niger River, Nigeria. 


U.N. EXPANDED TECHNICAL ASSISTANCE PROGRAM 


Generally, projects financed by the U.N. Expanded Technical Assistance Pro- 
gram are carried out by experts who are employed directly by the United Nations 
or one of the specialized agencies, rather than by contractual arrangements with 
institutions. 





The following list of contracts has been furnished by the Technical Assistance 
Board on the basis of information available to itin New York: 

1. Stanford Research Institute. Preparation of papers for a Pulp and Paper 
Conference to be held in Tokyo in October 1960 sponsored by U.N. and the Food 
and Agriculture Organization (FAQ). 

2. International Institute of Education, New York. Contract with the United 
Nations Educational, Scientific, and Cultural Organization (UNESCO) to handle 
administrative arrangements for UNESCO fellows studying in the United States. 


AVERAGE COST PER TECHNICIAN 


Mr. Passman. What is the average cost of maintaining a technician 
out of the U.N. operations overseas / 

Mr. Wixcox. As of December 31, 1959, there were about. 1,450 ex- 
perts under the U.N. program. ‘The average of cost per expert would 
run slightly over $13,000, including salary, allowance, and travel. 

Mr. Passmawn. That would be the total / 

Mr. Witcox. Yes, sir. 

Mr. Taser. What do you call an expert / 

Are they painters or carpenters or concrete mixers or architects, 
or what are they? I would like to know. 

Mr. Wincox. They are experts in the field of fisheries and forestry, 
public health, perhaps malaria experts or leprosy experts, irrigation 
engineers, minerals experts who go in and look at the mineral re- 
sources of the country; geologists or hydrologists or leather tanning 
experts, and in one case here is an agricultural marketing e xpert: here 
is a plant pathologist, an irrigation expert, a sheep and wool expert— 
one who knows something about rinderpest. 

Mr. Taser. Do you have any tax experts or accountants? 

Mr. Witcox. There are public administration experts who help the 
governments concerned. 


COMPARATIVE COMPETENCE OF EXPERTS AND TECHNICIANS 


Mr. Taser. Would you feel that their knowledge would be about on 
a par with that of the experts or technicians under the bilateral pro- 
gram? Do you think they would be comparable ? 

Mr. Witcox. Well, again, I would think that would depend on the 
individual. That would be rather difficult to generalize. 

Mr. Passman. That is understood, but we are dealing with thou- 
sands of personnel. 

Do you think that the average of competence would be comparable 
to that of technicians and experts in the bilateral program ? 

Mr. Wircox. I would think so. There are 133 of these people who 
are American experts out of the 1,450. 

Mr. Passman. You would not expect them to be less competent than 
the specialists in the bilateral program ? 

Mr. Witcox. No; by and large, I would imagine they are about the 
same. 

TOTAL COSf® OF ALLOWANCES 


Mr. Passman. You say that the total cost, including fringe benefits, 
travel, excess weight, and so forth, is approximately $13,500 a year! 

Mr. Witcox. That is my understanding. 

Mr. Passman. That will include the Americans, and that is the 
average ¢ 


Mr. Witcox. Yes, sir. 
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ance Mr. Narcuer. Mr. Chairman, would you yield to me at that point? 
Mr. gash Yes, sir. 
aper Mr. Narcuerr. I think you ought to keep in mind, Mr. Chairman, 
Pood | that this figure sounds about right when you consider the amount in- 
ited | volved in the Governmental Affairs Institute where we had about 
ndle | $30,000. 
ates. Mr. Passman. $30,900. 
Mr. Anprews. The entire cost in that Governmental Affairs Insti- 
tute for 12 technicians—and that is all we are getting—comes to a 
jan | total cost of $1,113,000. I have just figured it up and that would come 
to $92,750 per technician. . 
a Mr. Passman. Which would be. about $30,900 per year? 
aha Mr. Narcuer. Of course, Mr. Chairman, that contract is one of the 
] more unusual contracts. 

A Mr. Passman. They said they thought that was about the average. 
They were great defenders of the program. Of course, that is a non- 
profit institution. If they should ever start operating for a profit, 

acts, | Ve might have to cancel our contract, because I doubt if we could get 
up enough money to pay them. — 

try, Mr. Narcuer. The amount involved there of about $13,500 does 

tion | Lot sound too bad to me as far as these technicians are concerned. 

ide Mr. PassMAN. There is quite a spread of $15,000 between the cost 

sing of this training and the cost at this educational foundation or the 
here | Uovernmental Affairs Institute training them. 
rt— : . 
TOTAL NUMBER OF TECHNICIANS AS OF DECEMBER 31, 1959 
What is the number of technicians in the U.N. program as of Decem- 
the | ber 31, 1959? 
Mr. Wixcox. There was a total on December 31, Mr. Chairman, of 
1,449, 
TOTAL NUMBER OF TECHNICIANS AS OF DECEMBER 31, 1960 
it on Mr. PassMan. Now, on December 31, 1960, anticipated ? 
pee Mr. Witcox. I would think, Mr. Chairman, some of these people 
would be completing their projects and others would be taking new 
| the assignments. I would think it would be slightly higher than 1,449. 
Mr. Passman. I believe the lady is pointing to a figure there. 
hou- Mr. Witcox. Approximately 1,600 experts, estimated. 
Mr. Passman. That is an increase of about 150 over calendar year 
sable 1959? 5 
Mr. Witcox. I should explain, Mr. Chairman, that this is the num- 
who | ber that were on board at a particular time, and during the year 
of course, these people come in and out of the program. 
than Mr. Passman. That is why I used the date of December 31, 1959, 
and the estimated number in 1960. I used similar periods in order to 
t the | vet the actual and estimated. 
Mr. Witcox. It is estimated that there are around 2,400 that would 
be participating in the program during the course of the year. 
all CONTRACTS WITH FOREIGN SERVICE EDUCATIONAL FOUNDATION 
Mr. PassmMan. How many contracts do you have with the Foreign 
s the | Service Educational Foundation 


Mr. Witcox. I do not know of any with the United N Yations, sir. 
53909—60——80 
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U.S. CONTRIBUTION TO UNTA AND SPECIAL FUND 
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Mr. Taner. I wish you would turn to page 239 of the justifications, | P°* 
Are there any funds there available for the purposes of this United nent 
Nations fund? Do they appear there on that page, in total, or are cs 
there more coming from somewhere else ? e 

Mr. Wurcox. This is the estimated total contribution, Mr. Taber, for ‘ 
calendar year 1960 for both the technical assistance program and ° 
the special fund. It shows an estimated contribution of around 
$75 million to the two programs. 

Mr. Taper. Well, the amount that they are expecting to gather in ’ 
runs to $38.8 million, plus $36.2 million. Of that, 338.5 million | jo, 
comes out of the special fund and that is the President’s special fund? 

Mr. Wiicox. No, sir; that is the United Nations’ special fund which spr 
I referred toa moment ago. The two programs—the United Nations | 
Technical Assistance Program and the Special Fund—are closely | 4) 


related and do work very closely together. 
Mr. Taner. Now, for this United Nations technical assistance setup, 





the amount contributed by the United States toward that overall fund | go 
is $14.5 million on this particular appropriation in the budget 4 res 

Mr. Wincox. That is correct, sir. the 

Mr. Taser. That just happened—— fu 

Mr. Witcox. That is 40 percent of the total; yes, sir. 

Mr. Murrny. There are two items, Mr. Chairman, on that line 
labeled “United States.” ly) 

Mr. Taser. Do they both come out of that appropriation ? 

Mr. Murruy. Yes, sir; they both come out of the same appropria- 
tion and you will see that they total $30 million. 

Mr. Taner. How could they come out of the President’s special 
fund ? 

Mr. Murrny. They do not, sir. This is one appropriation, “the | tu 
United Nations expanded technical assistance program and the special | ou 
fund of the United Nations.” The contributions to both those items | a1 
are made from the same appropriation. 

Mr. Taser. Where does the United Nations special fund for tech- | p 
nical assistance get money from the United States outside of this 
particular appropriation ¢ t] 

Mr. Murpry. It does not get any. I 

Mr. Witcox. There is none to my knowledge. 

Mr. Mvrriry. It does not get any outside of this particular appro- | 4 
priation from the United States. nm 

Mr. Tarer. You show $75 million there and then vou go over tothe | 
next page and there is another program. I do not know as I under- 
stand the difference between the two. The two together would run $63 
million or $12 million less than the availability now. b 

Mr. Witcox. I think I can explain that, sir. g 

Mr. Taser. Well? hi 


Mr. Wircox. The second table to which you refer relate to pro- 
grams that were approved as of January 1, 1960. It is expected that 
a number of other projects will be approved in May of this year and 
will come under the calendar year expenditures of these funds. 

Mr. ‘Taner. Do these things represent two separate types of pro- 
‘ams ? 

Mr. Witcox. There are two programs, Mr. Taber. They are verv 
closely related. The Special Fund is designed to take care of certain 
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projects such as surveys of land resources, mineral resources, water, 
power, and things of ‘that kind, many of them of a regional char- 
acter. They are larger projects. They are preinvestment projects, 
and the program does differ in degree and in breadth from the techni- 
cal assistance program in that respect. 

Mr. Anprews. Would the gentleman yield ? 

Mr. ‘Taper. Yes. 


SURVEYS LEAD TO APPLICATION FOR A LOAN 


Mr. Anprews. Mr. Secretary, could some of these surveys lead up 
to an application for a loan from the DLF ? 

Mr. Witcox. Yes, sir, they could. One of the purposes of the 
special fund is to so examine certain potentially beneficial projects 
as to prove or disprove their desirability, for example, if a country 
finds that their mineral resources should be exploited in the interest 
of national development, then it would be up to that country to find 
the resources to go ahead to exploit the mineral resources. They could 
do that by either going to the World Bank or by going to private 
resources or, perhaps, to the DLF, or to some other source. It is not 
the United Nations, however, which would furnish the assistance or the 
funds for that sort of thing. 

Mr. Anprews. The chances are it would be the DLF ? 

Mr. Witcox. Or the World Bank, of course, could do it, which is a 
United Nations agency. 

Mr. AnpDREws. Ths unk you, Mr. Taber. 


EXPENDITURES AS OF MARCH 31, 1960 


Mr. Taner. Out of this appropriation what have been the expendi- 
tures down to the latest date that you can give me? I presume you 
ought to be able to give me that information down to the Ist of April 
anyway, and, perhaps, you can do better ? 

Mr. Wiicox. You mean, Mr. Tabor, our contributions or the ex- 
penditures / 

Mr. Taner. Out of our $30 million how much has been expended 
through the 30th of April and I would say to the middle of April if 
I could, but I cannot. 

Mr. Wiicox. It is my understanding that we have paid out of our 
account to the United Nations for these two programs a total of $15 
million as of March 31, 1960. This is, of course, a calendar year pro- 
gram, Mr. Taber, as you know, and there are some 9 months left. 

Mr. Taser. This is a calendar year program ? 

Mr. Wucox. Yes, sir. We contribute from our fiscal year funds, 
but we contribute on a calendar year basis to the United Nations pro- 
gram which is geared to the calendar year. This confuses things a 
little bit, but that is the way they run their programs in New York. 


EXPENDITURES IN CALENDAR YEAR 1959 


Mr. Taser. How much did they expend in the calendar year 1959? 

Mr. Witicox. I understand, sir, that we have contributed $18,.036.- 
314 as of March 31. 

Mr. Taper. Give that to me again, please 
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Mr. Wiicox. $18,036,314 as of March 31. This does not complete 















our expenditures, of course, through the year. in tl 
Mr. Taser. That means that your fund program which is set up is | tion. 
not allocated on a comparable basis with the appropriation. So, it is | to w 
almost impossible for us to tell or arrive at an accurate picture of this, |) T 
We appropriated for 1959, $20 million. $2 million of that is not | give 
vet expended and we are 3 months beyond the obligation date. nto 
I would like to know what, if any, expenditures you expect to be | sour 
made, and for what. from this date forward from March 31? Son 
Mr. Wicox. With your permission, Mr. Chairman, I would like | Val 
for Mrs. Westfall to answer that question. Son 
Mr. Passman. Mr. Taber is doing the examining. the 
Mrs. Westraty. May I answer that question, Mr. Taber? Tur 
Mr. Taner. Certainly. iss: 
Mrs. Westra. As of March 31 we had contributed slightly over 
$18 million toward our pledge for the calendar year 1959. The rea- 
son that we have not contributed the full amount by the end of the 
year is that we are on a matching basis as far as other governments are \ 
concerned, so that we will not contribute our balance until the con- | pect 
tributions from other governments come in. We can make another | sett 
payment now, and we “will make other payments on this 1959 con- \ 
tribution during this year as other payments from other governments | con 
come in. We estimate that by the end of this year most of the amount | tio 
that we will owe to the fund will have been contributed. At 
Mr. Wuicox. I think that flows in part, Mr. Taber, from the fact | suc 
that when countries make their pledges, they do not always come | cha 
through with the full amount of those pledges during the year in | Wo 
question. Maybe they are a little bit late in meeting their obligation. | eco 
Mr. Taper. What will be the nature of the things for which you | Als 
would make these expenditures ? the 
Mr. Witcox. There are three types of things. gre 
Mr. Taser. That is, this late in the year particularly? tol 
era 
BASIS OF CALCULATING BUDGET tha 
pre 
Mr. Wiicox. The organization operates on the basis of the pledges 
that are made by governments at the Pledging Conference in the fall 
during the time of the General Assembly. T he budget is calculated on 
that basis and experts are hired and fellowships are awarded and the } 
whole program is set up asa result of these pledges. Is 


It follows that if some countries are a little slow in getting in their 
contributions—and the figures show here that that is the case—the 
total funds available, or to be available, will not have been expended 
until the other countries make good on their commitments. We do not 
want to contribute our money ahead of the amount of funds that we 
are supposed to be matching. 


















CO 
DIFFERENCE BETWEEN SPECIAL FUND AND THE UN TECHNICAL ASSISTANCE | ha 
FUND vA 
Mr. Taner. Now, you have this divided into two items, the Special 
Fund and the United Nations Technical Assistance Fund. What is the 
difference ? 
Mr. Witcox. Well, sir, the United Nations Technical Assistance } U 


Program is centered largely around the sending of experts to the field 
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in the fields of agriculture, fisheries, forestry, health, sanitation, educa- 
tion, etc. These experts help carry out certain projects in the country 
to Which they are assigned as a result of their technical expertness. 

The Special Fund, as I pointed out a moment ago, is designed to 
give depth and breadth to this technical assistance concept by looking 
into projects relating to, let us say, mineral resources or power re- 
sources, to water and the utilization of water, and things of that type. 
Some of these projects are of a regional character like the Mekong 
Valley project in Indochina which relates to four or five countries. 
some of them have to do with vocational —— programs such as 
the Technical University for the Middle East, which is located in 
Turkey. They are bigger projects, by and large, than the technical 
assistance program is able to carry out. 


REASON FOR ESTABLISHMENT OF SPECIAL FUND 


Mr. Taner. This does not come into the picture where you are ex- 
pecting these other countries to contribute? Is that the reason for 
setting up this Special Fund ? 

Mr. Witcox. Well, sir, one of the reasons was that there was a very 
considerable amount of pressure in the General Assembly for the crea- 
tion of a large economic development fund under the United Nations. 
At that time we could not see where the money would come from for 
such a large program and we felt that something of a more modest 
character, such as the Special Fund, would meet part of the needs and 
would take away some of the pressures for the creation of this large 
economic development program. That is one of the reasons [why]. 
Also, there was a great need for vocational training programs which 
the technical assistance program could not finance, and there was a 
great need for conducting some of the surveys of the type that I men- 
tioned whereby countries would discover whether they really had min- 
eral resources which were worth exploiting or whether they had oil 
that was worth exploiting, and what they should do with their power 
program and so on. 


RECORDING OF PLEDGE AS AN OBLIGATION 


Mr. Taper. When you get to the point where an item is obligated, 
I suppose you carry it on your records as being obligated when you 
make a pledge of it; is that right ? 

Mr. Witcox. Mr. Taber, we make our pledge in the fall when the 
General Assembly convenes, probably sometime in October, and dur- 
ing the course of the next year, as governments make their contribu- 
tions on the pledges that they have made, we match those pledges. 
Until we see precisely how much they are going to put in during the 
course of the calendar year, we cannot tell ex: actly how much we will 
have to draw down from the amount which the Congress has author- 
ized us to contribute. 


SEPARATE ADMINISTRATION OF U.N. TECHNICAL ASSISTANCE 


Mr. Taper. Is the Special Fund inclusive of, or separate from, the 
United Nations Technical Assistance Program / 

Mr. Witcox. They are handled together. They have separate ad- 
ministrations in the sense that they have separate direction and opera- 
tion. 





1266 





Mr. Taser. That just means providing additional overhead, does it 
not / 

Mr. Witcox. Well, the overhead, sir, is very small because the Spe- 
cial Fund uses the administrative machinery which is available in New 
York. They use the experts and they use the advice and the help 
that can be secured from the technical assistance program. So, the 
overhead is quite small indeed. 


REASON FOR SEPARATE ORGANIZATIONS 


Mr. Taser. What is the point of having that setup ? 

Mr. Witcox. What is the point of having a separate organization? 

Mr. Taser. Yes. 

Mr. Witcox. Well, as I pointed out a moment ago, there was a 
rather considerable pressure to have a new program which would get 
into the field of economic development and which would call for the 
expenditure of rather considerable sums of money through United 
Nations channels. We felt at the time that that was a rather unrealis- 
tic proposal. We felt that much of the good which some of these coun- 
tries had in mind could be accomplished by an organization such as 
the Special Fund, and we agreed at the time to help create that 
Special Fund with these objectives in mind. 


BASIS FOR OBLIGATIONS AND EXPENDITURES 


Mr. Taser. It does not seem to me as if we have cut down or gotten 
down to what the obligations are until the United Nations itself has 
made itself liable by a contract with somebody. If we are going to 
do it any other way, it would seem to me it would leave the expendi- 
ture without a proper basis. 

Mr. Wiucox. No, sir; I do not think they can expend the money 
until they receive it from the countries that have made the pledges. 

Mr. Taser. But can they make contracts for its use? 

Mr. Witcox. They do have to make contracts, sir, for the program 
to get underway on the basis of the pledges that have been made; 
yes, sir. 

Mr. Taser. Well, it looks to me like 

Mr. Witcox. Well, it is a little bit like the Congress. 

Mr. Taser. It looks to me like we are obligating the U.S. Treasury 
without any legal authority whatever. 

Mr. Wiucox. No, sir; we do not ask for any of these funds until 
there are pledges of money from the other countries in the United 
Nations treasury, which we are then called upon to match. So, we 
do not make any contributions of this type until we are certain that 
other countries will come forward with the 60 percent of the amount 
which they are supposed to contribute. We do it on a matching basis. 
and we are very careful not to mateh before there are pledges and 
contributions there to match. 


Mr. Taper. That is all, Mr. Chairman. 





GOVERN MENTAL AFFAIRS INSTITUTE CONTRACT 


Mr. Narcner. Mr, Chairman, with your permission, at this point 
in the record I would like to make certain observations concerning 
the Governmental Affairs Institute contract that we had up before 
the committee for 2 days last week. 
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You will recall, Mr. Chairman, at that time, we requested informa- 
tion concerning the names and the employment record of the 12 tech- 
nicians and also certain information conc erning the officers and the 
board of directors. 

Mr. Merrill has handed me, Mr. Chairman, the information sub- 
mitted which shows the Governmental Affairs Institute staff, to- 
gether with the previous employment record of each of the 12 tech- 
nicians, and also the senior committee, the home office coordinator, 
and certain information concerning previous field staff members. 

Mr. Chairman, I believe especially that that part of the information 
which has been presented concerning the 12 technicians should go 
in the record. Now, it may take a page or two of the record, but 
I think it is important enough that it ought to-go into the record, 
Mr. Chairman. 

Mr. Passman. I think it is very important, and, without objec- 
tion, the information will be inserted in the record at this point. 

Off the record. 

(Discussion off the record.) 

Mr. Narcner. Mr, Chairman, with your permission, not at this 
point, but at the point in the record where we requested it, when 
we had up the contract with the Governmental Affairs Institute, and 
in addition to the previous employment record of the 12 technicians, 
the other information which they have submitted in the list here of all 
of the officers. I think that should go in the record at the point indi- 
cated last week. 

Mr. Passman. Without objection, all of the information pertinent 
to the examination will be inserted at the proper place in the record. 

The gentleman from Kentucky will give the staff the information 
he desires to have placed in the record, and it will be placed in the 
record at the proper point. 

(Nore.—The matter referred to appears on p. 1201.) 


NUMBER OF TECHNICIANS PREVIOUSLY EMPLOYED BY GOVERNMENT 


Mr. Narcner. One further observation I would like to make at 
this point, Mr. Chairman, is the fact that you will recall, in ques- 
tioning the witnesses before our subcommittee at that time, I inquired 
as to how many of the technicians were former Government em- 
ployees, and the material presented today shows that out of the 12 
technicians 9 of them are former Government employees. And you 
will also be very much interested, Mr. Chairman, in seeing the salary 
that these people now receive and in comparing those salaries with 
the salaries they received back over the years when they were in 
other departments of the Government. For instance, here you will 
find, in examining these previous employment records, where some 
of them were making less than $3,000 and $4,000 a year back over 
the years, while, Mr. Chairman, they are now up into the $14,000, 
$15,000, and $16,000 bracket. 

Mr. Passman. I share the gentleman’s concern. I am certain that 
if we should have the time to go into the some 676 contracts in effect 
in this Technical Aid Program, the information would be so astonish- 
ing that the entire program might be suspended until it had a complete 
investigation and overhauling. 
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SECOND GOVERN MENTAL AFFAIRS INSTITUTE CONTRACT 


Mr. Narcuer. Mr. Chairman, you will recall also at the time the 
people appeared before our committee concerning this matter it was 
discovered that the Governmental Affairs Institute has a second con- 
tract which deals with evaluation, and at the proper time, Mr. Chair- 
man, with your permission, I intend to go into that. 

Mr. Passman. I trust that the gentleman will do a good job, and I 
am sure he will in going into that contract as he did on the original 
contract. And I hope other members of the committee might take for 
an assignment, one or more of these several hundreds of projects, in- 
volving, perhaps, one-half billion dollars, present and future, and 
establish for the record the folly ot taking these people and giving 
them a short course and making them specialists. 


SALARIES PRIOR TO EMPLOYMENT WITH GOVERN MENTAL AFFAIRS INSTITUTE 


Mr. Anprews. One of the men on this list who now is receiving 
$13,000, $14,000, or $15,000 a year was working in private industry for 
S100 a week before he went into that job. 

Mr. Passman. That is $5,200 a year against what amount ? 

Mr. Anprews. Either $14,000 or $15,000. 

Mr. Passman. That was before he was promoted asa specialist. 

Mr. Anprews. Before he went with the Governmental Affairs In- 
stitute as a specialist overseas. 

Mr. PassmMan. You say there were 9 out of the 12 who were former 
Government employees / 

Mr. Narcuer. That is correct. 

That is all, Mr. Chairman. 


OFFICIALS RESPONSIBLE FOR SELECTION OF PERSONNEL AND 
ADMINISTRATION 


Mr. Anprews. Mr. Secretary, who administers this program and 
who selects the specialists to go overseas? Who does the housekeep- 
ing for the organization / 

Mr. Wiicox. The Managing Director of the Special Fund is Mr. 
Paul Hoffman, and he is aided by a consultative board for the Special 
Fund, made up of the Secretary General of the United Nations, Mr. 
Hammarskjold: the President of the International Bank for Recon- 
struction and Development, Eugene Black: and the executive chair- 
man of the technical assistance program, Mr. David Owen of the 
United Kingdom. That, in turn, is watched over by a governing coun- 
cil for the Special Fund which is made up of 18 governments selected 
by the Economic and Social Council, 9 of which come from the less 
developed countries and 9 from the so-called developed countries. 

So far as the technical assistance program is concerned, there is at 
the top a technical assistance committee made up of 24+ governments 
and that is assisted by a technical assistance board of which David 
Owen of the United Kingdom is executive chairman. The board, in 
turn, is made up of the Director General of each of the specialized 
agencies that. participates in the program. Mr. Hammarskjold is a 
member of the board, as are the Direc - General of the Food and 
Agriculture Organization, the Director General of the World Health 
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Organization, and the Directors General of the other specialized 
agencies, 

Mr. Anprews. Well, then, our Government has nothing to do with 
the employment or assignment or the fixing of salaries of these 
employees / 

Mr. Witcox. Yes, sir: our Government has a good deal to say in 
that we are the largest single contributor. I think the countries do 
listen to our voice with a considerable amount of respect. It is, of 
course, a United Nations program and the people who direct the two 
programs are international civil servants in the sense that they work 
for the United Nations and not for the United States. 


U.N. CIVIL SERVICE 


Mr. Anxprews. Do we have an international civil service organiza- 
tion in the United Nations‘ You mentioned “international civil 
service.” 

Mr. Witcox. Well, they do have, of course, a series of principles 
which they use in recruiting, hiring, promoting, and training their 
own people in what might be called the United Nations civil service. 

Mr. Anprews. Is it comparable to our civil service / 

Mr. Witcox. Yes, sir: I think so. 

Mr. Anprews. Do they have salary grades / 

Mr. Witcox. Yes, sir: they have ; sala ary grades and promotion scales. 

Mr. Anprews. Dothey have ingrade promotions ? 

Mr. Witcox. Yes, sir, as well as retirement benefits. You will 
appreciate the fact that not only is the United Nations in New York 


involved, but all of the specialized agencies have developed similar 
patterns of recruitment and retirement so that there will not be undue 
competition among the agencies for personnel and so that there will 
be some reasonable level with respect to salaries and retirement. 


UnitTep NATIONS SALARY AND ALLOWANCE SYSTEM 


Mr. Awprews. Could you put a salary schedule in the record show- 
ing the operations of the United Nations civil service commission ? 

Mr. Witcox. Yes, sir. 

Mr. Anprews. Is that the name of the organization ? 

Mr. Witcox. No, sir: there is nothing that is quite comparable to 
the United States Civil Service Commission, but the schedules for 
salaries have been worked out and approved by the General Assembly 
and are available and I shall be glad to furnish that for the record, sir. 

Mr. Anprews. Would that schedule show fringe benefits in addi- 
tion to basie salaries ? 

Mr. Witcox. Yes, sir, we could show any allowance that they might 
have. 

Mr. Anprews. I hope you will do that. 

Mr. Witcox. Yes, sir. 
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(The information requested follows :) 





Category and level 


Under Secretary: 
Gross. 
Net_. 
Director | 
Gross 
Net 
Principal Officer 
Gross 
Net 
Professional 
Senior officer: 
Gross 
Net . | 
First officer: 
Gross 
Net 
2d officer: | 
Gross. 
Net. 
Associate 


cer 





olli- 


Gross 
Net 
Assistant 
cer: 
Gross 


Net 


ofli- 


IL¢ 


GENERAL SERVICE CATEGORY (AT HEADQUARTERS IN NEW YORK) 


co aa 
| 


GS-5. Principal 


Gross 
Net 
Senior 
Gross 
Net... 
Intermedi 
ite 


Gs 


(dross 
Net 
Junior | 
Gross 
Net 
Messenger: 
Gross 


Net 


GSs- 


In order to preserve equivalent standards of living 


pared to Geneva on January 1, 1956. 
status, and post classification. 





United Nations salary and allowance system } 


Step 
I 


$23, 000 


| 15, 000 


18, 000 
12, 500 


13, 330 
10, 000 
11,310 
8, 750 


9, 140 
7, 300 


7, 330 
6, 000 


5, 750 | 


4, 800 


4, 250 
3, 600 


Step 
I 


5, 510 
4,610 


4, 630 
, 900 


. ORO 
. 460 


os 


. 510 
, 980 


090 





2, 639 | 


BASE SALARY SCALES§4% 


| it 
Step | Step Step | Step Step Step 
x | i. oe | Vil 
| | para 
| 
| | 
| | 
i 
$14, 000 |$14, 670 $15, 400 |$16, 200 $17, 000 
10,400 | 10,800 | 11,200 | 11,600 | 12,000 
| | | 
11,690 | 12,080 12,500 | 13,000 | 13, 500 |$14, 000 
9,000 | 9, 250 9,500 | 9,800 | 10,100 | 10, 400 
9, 460 9, 790 10, 150 10, 540 10, 920 11,310 
7, O28 7, 750 8,000 | 8, 250 8, 500 8, 750 
' 
7,600 | 7,870 8, 180 8, 500 8, 820 9, 140 
6,200 | 6,400! 6,625] 6,850! 7,075 | 7,300 | 
| 
6,000 | 6,270} 6,530) 6,800} 7,070 7, 330 
5,000 |} 5, 200 5, 400 5, 600 5, 800 6, OOO | 
| | | | | 
| 
4, 500 4, 750 5, 000 5,250 | 5,500 5, 750 
3, 800 4, 000 4,200 | 4,400} 4,600 4, 800 
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II 
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, USO 
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650 


a9 es 


a~ 


230 


830 | 


, 100 | 
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Salary scale for manual work¢ 
See V below. 


| | 
| 


Step Step | Step Step 
me) ive VI 
| 
$6, 150 | $6,480 | $6, 800 | $7, 130 
5,110 | 5,360 | 5.600 | 5,850 
TE sig piper: iva 
5,070 | 5, 290 5,510 | 5, 750 
4,260 | 4, 430 | 4,610 | 4,800 
| | 
4,360 | 4,490 1,630 | 4,770 
3, 690 3,790 | 3,900 | 4,020 | 
| 
3, 809 | 3, 940 4, 080 4, 220 
3, 23) | 3,350 | 3,4€0 | 3, 580 
3, 37 3, 510 3, 650 3, 800 
2, S60 2,980 | 3,100 | 3, 230 
| | 





Il. POST ADJUSTMENTS 


See table A. 
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The United Nations ‘‘common system” has been adopted, with few deviations, 
), WHO, WMO, and UNESCO. 
? Gross salaries are subject to staff assessment. 
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Step | Step Step 
VIII iS) om 
| 
| | 
2 
< 
‘ 
$14, 500 |$15, 000 | : 
10,700 | 11, 000 | ad 
| | 
11,690 | 12,080 | $12, 500 
9, 000 9, 250 9, 500 
| | 
9, 460 9, 790 10, 150 
7,525 | 7,750 | 8, 000 
| 
7,600 | 7,870 |..--... 
6,200 | 6, 400 poi 
| | 
6, 000 7 
5, 000 ptvadnankcadl 


by the FAO, ICAO, 
d in this report 


Step Step Step 
Vill IX x 
$7,790 | $8, 130 $8, 460 
6,340 | 6,590 | 6, 820 
6, 240 6, 480 

5, 180 } 5,360 

5. 050 5, 190 | 5, 340 
4, 240 4,350 4, 470 

| 

4,490 | 4,630 mato 
3,790 | 3,900 

4, O80 . 
3, 460 = 





at different offices, Secre- 
tary General may adjust basic salaries of professional category and above by 
the application of a nonpensionable post adjustment, the amount of which is 
determined on the basis of relative cost of living at the office concerned as com- 


Amounts vary by salary level, dependency 
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III. ALLOWANCES 
A. General service category 
1. Dependency Allowance: 


CONN NII oe a Renews em $300 
IY ecg patel gee cee iii a alee 250 
IRI Nr i a can nied wh a i aon 200 


2. Language allowance: An extra payment may be made to eligible staff 
members who pass an appropriate test and demonstrate continued proficiency 
in the use of two or more official languages, payment is equivalent to an addi- 
tional step increment in salary. 

3. Nonresident’s allowance: Available to staff members in this category re- 
cruited outside of the country of duty station. Equivalent to $200 per annum 
after staff assessment. 


B. Professional category and above 
1. Dependency allowance: 


I ARM ee Sh dca ase mal teen $200 
ICN nn steeper a aeneocs wean wade 300 
I I I a a wee rcp sk gn onsen nani pianos names 200 


2. Education grant: Allowances up to $400 per child per year are made under 
certain conditions toward education of child. 

3. Travel cost for staff member and dependents on assignment, separation, 
and change of duty station. Installation grant on first arrival at post on basis 
of post classification for staff member and dependents at one-half staff member 
rate. 

4. Assignment allowance: Paid in lieu of defraying cost of moving house- 
hold goods to post under certain specified conditions. Ranges from $800 to 
$1,400 per annum, payable in local currency, and varies with grade and depend- 
ency status. 

5. Service benefit: Assuming staff member does not become permanent and 
has completed 1 full year of continuous service, on separation receives 8 per- 
cent of base annual salary per year of service. 

6. Repatriation grant: Payable to staff members when the Secretary Gen- 
eral is obliged to repatriate, except those entitled to a service benefit. Amount 
varies with length of service. Maximum $2,500 for staff member without depend- 


ents, $5,000 with dependents. 
IV. STAFF PENSION PLAN 


All fulltime staff members who have contracts for 1 year or more and who have 
completed 1 year of service are eligible. Seven percent of pensionable remuner- 
ation is deducted each month and put into Fund. U.N. contributes 14 percent. 
Retirement age is 60 and at that time staff member is entitled during the re- 
mainder of his life to an annual benefit, payable monthly, equal to one fifty-fifth 
of his final average remuneration multiplied by the number of years of his 
contributory service not exceeding 30 years. 


V. STAFF ASSESSMENT PLAN 


An assessment is collected from each staff member by withholding from 
salary (not dependency benefits or post adjustments) an amount based on the 
following table: 


Percent 
Not exceeding $4,000 per year_._.......................~ selec tate biti 15 
Next $2,000 per year ______- a Te aan ee | 
DeGeneres ee erase cies aS ahaa ee 
NI sa IN OU cen ewan wen asians a a 
NON RP NS nt eae ee ati cuciaed ice, | 
ORT aeRO Ts teaiiocs Rita cea 
Remaining assessible payments___________-______-_____ Le eee: 


When staff member is subject to both staff assessment and to national income 
taxation, national income tax payment on United Nations income is reimbursed 
by the United Nations. 
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TABLE A,—WSchedule of post adjustments additions) for areas where cost of 
living is higher than at the base.'—Classification of duty stations 


{In U.S. dollars] 
Class 4 


D s D 


Assistant officer___- aes 25 335 500 Nu 5 65 Q75 4 935 
Associate officer ‘i : 600 7 785 (1,175 | 95 , 425 11,100 
Second officer 235 350 | 4 5 700 7 _ 08 915 oto , 65 1, 265 | 
First officer___- aoe d 535 OO 5 |1,175 {1,015 {1,525 |1,215 |1,825 |1, 400 
Senior officer ee ne 5 900 5 iL? ; , 65 , 315 }1,975 |1, 515 | 
Principal officer Sone 335 é 975 95 ,425 {1,215 |1, 825 KO (2,175 |1, 635 
Director . 365 55 7 15 1,075 |1, 065 /1, ¢ , 385 |2,075 |1,650 (2,475 |1, 865 
Under Secretary . arte ; , 1, 200 , 200 . 5 2, 25 , @80 |2,675 (2,000 


S=rate of post adjustment applicable to staff members with no primary dependents 

D=rate of post adjustment applicable to staff members with one or more primary dependents. 
1 For this purpose the base is Geneva as of January 1956. 

25 percent 

$30 percent. 


CONTRIBUTION TO UNITED NATIONS 


Mr. Anprews. Does your office make a contribution to the United 
Nations? 

Mr. Witcox. Yes. sir. Through our office goes the authorization 
for checks that go to the United Nations to take care of our contri- 
bution to the Children’s Fund, to the technical assistance program and 
to other programs in which we participate. 

Mr. Anprews. But, you are speaking here now only of the technical 
assistance program ¢ 

Mr. Witcox. That is correct. 

Mr. Anprews. And, the Special Fund? 

Mr. Witcox. Yes, sir. 

Mr. Anprews. Those two funds which are handled through the 
United Nations / 

Mr. Witcox. Yes, sir. 

Mr. Anprews. That is all, Mr. Chairman. 

Mr. Passman. Thank you very much, Mr. Secretary. 

At 2 o'clock we shall hear another one of the technical aid requests, 
out of the Organization of American States, and after that the bilat- 
eral technical aid program. I would suggest that you bring the wit- 
nesses for both requests, and it could be that the witnesses would agree 
to abolish one of them and incorporate it into the other 

Mr. Witcox. Thank you, Mr. Chairman. 

Mr. Passman. Thank you, gentlemen. 
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TECHNICAL COOPERATION PROGRAM OF ORGANIZA- 
TION OF AMERICAN STATES 
WITNESSES 


AMBASSADOR HARRY R. TURKEL, U.S. REPRESENTATIVE ON THE 
INTER-AMERICAN ECONOMIC AND SOCIAL COUNCIL OF THE 
ORGANIZATION OF AMERICAN STATES 

ROBERT W. WAGNER, SPECIAL ASSISTANT FOR TECHNICAL ASSIST- 
ANCE, BUREAU OF INTER-AMERICAN AFFAIRS, DEPARTMENT 
OF STATE 

JOHN E. MURPHY, INSPECTOR GENERAL AND COMPTROLLER, 
MUTUAL SECURITY, DEPARTMENT OF STATE 


Mr. Passman. The committee will come to order. 

We shall consider the request for an appropriation for the tech- 
nical cooperation program of the Organization of American States. 

We have present to testify Ambassador Harry R. Turkel, U.S. 
representative on the Inter-American Economic and Social Council 
of the Organization of American States. 

The Ambassador is accompanied by Mr. Robert W. Wagner, Spe- 
cial Assistant for Technical Assistance, Bureau of Inter-American 
Affairs, Department of State: Mr. John E. Murphy, Inspector Gen- 
eral and Comptroller, Mutual Security, Department of State; Mr. 
Woodrow W. Storey, Director, Financial Management Division, 
Office of Inspector Gener: al and Comptroller, Mutual Security, De- 
partment of State; and T. Robert Bruskin, regional coordinator, 
Office of the Deputy Coordinator for Mutual Security, Department 
of State. 

Mr. Ambassador, do vou have a general statement to make to the 
committee 4 

Ambassador Turket. I have one ready, sir. 

Mr. Passman. We shall be pleased to hear from you at this time. 


GENERAL STATEMENT 


Ambassador Turkent. Mr. Chairman and members of the com- 
mittee, it is my privilege to appear before you today in support of our 
proposed annual contribution, under the Mutual Security Act, to the 
technical cooperation program of the Organization of the American 
States. We are once again proposing a maximum pledge of $1,500,- 
000, with the understanding that the final amount contributed from 
this pledge will not exceed 70 percent of the total amount contributed 
by all member states. 

Our annual contribution to this small, but very worthwhile, multi- 
lateral program is essential to the continuation ‘of the several train- 
ing centers and seminars which have been built up through joint 
hemispheric cooperation, both physical and financial. The lack of 
our support would unquestionably result in the loss of the inter- 
American character of the several projects, which would tend either 
to revert to national institutions or to be abandoned. 

The OAS program supplements rather than overlaps our vastly 
larger bilateral technical cooperation programs. Unlike the latter, 
it is regional in character, drawing to its training centers and seminars 
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students and technicians from all the Latin American countries and 
the United States to engage in common pursuits, for the most part in 
a common tongue, to study problems related to the economic and 
social growth of their respective countries and to acquire common 
skills which they, in turn, can impart to their compatriots upon re- 
turn to their own countries. The OAS program was designed as the 
most economical and rapid method of expanding Latin America’s 
skills in those fields basic to their economy and social structure. 

The OAS program is a joint program carried out by all the Amer- 
ican Republics. Our partic ipation therein is in consonance with sec- 
tion 503 of the Mutual Security Act of 1958, which states it to be the 
sense of the Congress that the executive branch should “seek to 
strengthen cooperation in the Western Hemisphere to the maximum 
extent by encouraging joint programs of technical and economic de- 
velopment.” 

Our annual pledge since 1954 of $1,500,000 has not, thus far, been 
fully utilized, but it has stood as an incentive for greater participation 
by other hemisphere countries. We have hopes that the growing 
awareness of the need for intensified economic and social cooperation 
throughout the hemisphere as exemplified in the spirit of Operation 
Pan America will result in increased contributions so that our full 
offering may be utilized. Many of the countries, due to low level of 
national income and balance of payments problems, have not been able 
to contribute as much as they would have wished. However, several 
of them are making substantial contributions in cash or services to the 
maintenance of the regional centers within their own borders. 

For example, in Chile the Government contributes to the Inter- 
American Statistical Training Center through provision and upkeep 
of buildings and other expenditures estimated at. about $50,000 a year, 
while in Brazil the Government contributes buildings, land. and an- 
nual upkeep of about $10,000 a year to the Inter-American Hoof and 
Mouth Research Center and has likewise made a grant of 15 million 
cruzeiros for the construction of isolation stables and other facilities. 
Other host countries. including Argentina, Uruguay, Peru, Mexico, 
and Cuba likewise contribute substantially in cash and kind, over and 
above their direct contributions to the multilateral program, for wp- 
keep of physical facilities in their own countries operated under the 
program. 

It. can thus be seen that those countries in which OAS technical co- 
operation facilities exist are, in fact, making a substantially larger 
contribution to the program than is apparent from a perusal of the 
direct pledges. 

Eventual transfer of the projects to host government financing is 
constantly under consideration. Brazil has now almost completed 
the taking over of “Project 29, The Pan-American Center for Evalua- 
tion of Natural Resources,” while arrangements are being completed 
for the gradual transfer to the Government of Venezuela of all admin- 
istrative expenditures related to “Project 26, The Inter-American Ru- 
ral Normal School,” except the cost of scholarships. As those trans- 
fers occur, the economies effected in the OAS annual program budget 
will be directed to new and worthwhile proje cts. 

The OAS Technical Cooperation Program, in our opinion, stands as 
2 symbol of economic and social cooperation among the American 
States and all participating countries share in its benefits. Under the 
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1960 program approximately 530 students will travel to regional cen- 
ters for specialized training in the various subjects indicated in the 
presentation book which you have before you, and almost 850 students 
will benefit from short-term national seminars presented in various 
countries by specialized technicians sent out from regional centers. 

The individual projects are carried out under the administration of 
colaborating agencies with overall control vested in the Inter-Ameri- 
can Economic and Social Council of the OAS. The collabor ating 
agencies, all organizations of high caliber and technical proficiency in 
their respective . fields, are listed in your presentation book. 

I feel that this program, despite its modest nature as related to our 
bilateral activities in this field, deserves the continuing support of the 
U.S. Government. 

Mr. Passman. Thank you, Mr. Ambassador. 


JUSTIFICATION MATERIAL 


We shall insert pages 233 through 236 of the justification at this 
point in the record. 


LATIN AMERICA—ORGANIZATION OF AMERICAN STATES 


The Organization of American States technical cooperation program is a multi- 
lateral effort of the Latin American nations together with the United States to 
further the economic and social development of Latin America. Unlike the bi- 
lateral United States and multilateral United Nations programs of technical as- 
sistance to individual countries, the Organization of American States program 
is limited to regional projects. Its operation consists of establishment and sup- 
port of regional training centers. Organization of American States technical 
assistance funds are used to support special technical training staffs and to pro- 
vide fellowships for trainees from all the countries of Latin America to attend 
these centers, which have been established in conjunction with existing facilities 
as independent centers, or to attend special seminars, workshops, ete., organized 
by projects under the program. At the end of the courses the trainees return to 
their own countries to assume positions utilizing this training or, in some cases, 
to assist in organizing similar training programs at home. The calendar year 
1960 program consists of eight projects, plus the possible expansion of an exist- 
ing project and addition of a new project if the financial situation permits. 

The technical cooperation program is directed by the Inter-American Economie 
and Social Council of the Organization of American States. The Council is ad- 
vised by the Director of the Department of Technical Cooperation of the Pan 
American Union who is responsible to the Council for carrying out the program, 
and by a Technical Cooperation Board composed of one representative from each 
of the Inter-American agencies which supervise the projects. The Board ex- 
amines projects proposed by these agencies and recommends to the Inter-Ameri- 
can Economie and Social Council an annual program for approval. The member 
agencies include the Pan American Union. Inter-American Children’s Institute, 
Inter-American Indian Institute, Inter-American Institute of Agricultural 
Sciences, Inter-American Statistical Institute, Pan American Institute of Geog 
raphy and History, and Pan American Sanitary Bureau. Close coordination is 
maintained with the U.S. bilateral and U.S. technical assistance programs. 


Program summary 


[Dollars in thousands] 


Fiscal year 1959_._............ o Sa = _ $1, 500 
Estimate, fiscal year 1960_- : é : i 11,500 
Proposed, fiscal year 1961 ' : ae 1, 500 


1Ineludes $1,200,000 of new funds appropriated for fiscal vear 1960 and $300,000 of 
unobligated fiscal year 1959 funds reappropriated for fiscal year 1960 










Detail of program 


{Dollars in thousands] 





Calendar Estimated, Proposed, 
Approved programs year 1959 calendar calendar 
year 1960 year 1961 










Projects Swic 1,772 1, 513 
Administration ceilbiaih : 76 76 
Contingencies 







Total él —_ apne 1,93 
U.S. contribution (70 percent ; ; 1, 332 2 1, 500 2 1,500 













1 The program for calendar year 1961 has not yet been considered by the Technical Cooperation Board, 
It is estimated that most of the projects in operation in 1960 will be continued in 1961, and that new activ 
will be added, 

2 Subject to 70 percent limitation 


ities 


{Dollars in thousands] 


Technical cooperation, project assistance Obligations | Expenditures] Unliquidated 


= | = 
Actual, fiscal year 1959 : ‘ | 1, 200 | 1, 160 | 

Cumulative, June 30, 1959 : | 8, 820 7,812 | 1, 008 
Estimate, fiscal year 1960 a 1, 500 1, 208 z 
Cumulative, June 30, 1960 10, 320 » 020 1. 300 
Estimate, fiscal year 1961 1, 500 1, 400 



















U.S. INTEREST IN PROGRAM 





The United States is interested in the technical cooperation program of the 
OAS because it is a multilateral program which exemplifies cooperation in this 
field among all the countries of the hemisphere and to which each member state 
of the OAS contributes according to its means. Many U.S. technicians are in- 
volved in the program, bringing the benefits of their skills to participants from 
the other countries of the hemisphere. The program supplements but does not 
duplicate our technical cooperation activities in the bilateral field. It is a con- 
tinuing demonstration of our interest in helping to solve, through a collective 
approach, many of the basic economic and social problems of the area. 





INTEREST 





OF OTHER PARTICIPANTS 





(SEE 





TABLE A) 





The Latin American Republics have amply demonstrated their interest in the 
training of their technicians in the several fields covered by the program and 
there is keen competition for the fellowships offered under it. Although a 
number of the countries have encountered difficulties in pledging increased sums 
of money, substantial contributions in services and facilities have been made 
over and above the direct contributions. The host countries, in addition to the 
contribution which they make to the special account, also furnish local support 
to the projects in the form of local personnel, services, supplies and equipment, 
training materials, etc. In 1960 these contributions by host countries are ex- 
pected to amount to about $265,000 which is in addition to over $2 million pro- 
vided in land, facilities, and buildings. 

















ACCOMPLISHMENTS TO DATE 








To measure total accomplishments on a_ project-by-project basis would be 
too detailed for a summary statement of this nature. Table B provides a general 
statistical listing of all current projects. Since the overall program is multi- 
lateral and regional in nature, rather than directed toward any particular 
country, a specific example of a functioning OAS technical cooperation project 
might be the best means of demonstrating the value of the program to the 
United States, as well as to the countries and peoples of the hemisphere. 

The Pan American Hoof and Mouth Disease (Aftosa) Center is located 
in Brazil and is administered by the Pan American Sanitary Bureau. The hoof 
and mouth disease in cattle is highly infectious and spreads rapidly, with serious 
economic consequences due to loss of milk, meat, and young stock, and the 
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detrimental effect upon export trade. The countries of North America, Central 
America, and the Caribbean must be protected against introduction of this disease 
and the countries of South America must be assisted toward its control and 
eventual eradication. To this end the Pan American Hoof and Mouth Disease 
Center was set up in 1951 and has been in continuous operation since. Technical 
assistance is provided by training courses and long-term fellowships for veteri- 
narians; a diagnostic and virus-typing service ; advisory and consultative services 
on an intereountry and regional level; field studies concerning incidence of aftosa 
and other vesicular diseases; determination of the most effective measures for 
prevention, control, and eradication; and research emphasizing identification 
and production of virus, and production, testing, and development of vaccines. 
Brazil furnishes the center with 40 hectares of land containing buildings and cor- 
rals, plus contributions of capital expenditures and annual sums for utilities and 
services. There were three long-term fellowships offered by the center in 1959 
and other shorter training arrangements. During the past year significant prog- 
ress has been made at the center in virus typing and classification of subtypes, 
culture of virus, development of a modified live virus vaccine, research on tests 
not requiring cattle, direct assistance to individual countries, information ex- 
change, and evaluation. Present plans call for an expansion of the project dur- 
ing 1960 contingent upon supplementary, voluntary contributions toward this 
expansion of member countries. 


DESCRIPTION AND JUSTIFICATION OF PROPOSED PROGRAM FOR FISCAL YEAR 1961 
(SEE TABLE B) 


The proposed program for calendar year 1961 has not yet been drawn up, and 
will not be approved until late in calendar year 1960. For each of the first 4 
vears of the program, 1951-54, the United States pledged $1 million with the 
proviso that the U.S. contribution would not exceed 70 percent of total contribu- 
tions. The United States contributes 70 percent as the proportion of its contribu- 
tion in reeognition of the limited number of contributors to the program and of 
our predominant economic position. The national income of the United States is 
upproximately 88 percent of the total national income of all the 21 American 
Republics which contribute, on a voluntary basis, to the support of the technical 
cooperation program. 

Because of the increasing interest of other governments in the program and 
hocause of its increasing effectiveness, the United States has, since 1955, pledged 
$1,500,000 annually, subject to the proviso that the U.S. contribution would not 
exceed TO percent of total contributions. Total pledges for 1959 amounted to 
$1,902.146 of which the United States pledged $1,331,502. All pledges for 1960 
have not yet been received. 

In view of the effectiveness of the program, it is proposed that the United 
States should offer for calendar year 1961 the amount of $1,500,000. Author- 
ization and appropriation are therefore requested for a U.S. contribution in that 
amount from fiscal year 1961 funds. The U.S. contribution will not exceed 70 
percent of total contributions. 
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TABLE A.—Organization of American States technical cooperation program, 
contributions and pledges, calendar years 1955-60 


Country 1955 1956 1957 1958 1959 


Argentina : $100, 000 | $120, 000 $120, 000 $120, 000 $120, 000 
Bolivia . 7, 388 7, 388 7, 388 

Brazil 150, 000 150, 000 160, 256 160, 256 192, 000 
Chile 34, 452 34, 452 34, 452 34, 452 34, 452 
Colombia. -- 39, 494 47, 143 7,148 47, 143 47, 143 
Costa Rica 3, 571 3, 571 : ) ). 750 750 
Cuba 17, 143 , 143 “ : 7, 143 24,000 
Dominican Republic 6, 722 5, 786 , 786 5, 786 5, 786 
Eenador _- 9, 033 , 500 0 , 500 _ 488 
El Salvador 6, 722 }, 722 , 722 722 , 722 
Guatemala 7, 000 , 000 000 7, 000 , 000 
Haiti . 2,000 | 2,640 2, 640 2, 640 , 640 

Honduras ; 4,622 , 000 , 000 », OOO 000 

Mexico ce 24, 000 24, 000 24, 000 24,000 29, 450 

Nicaragua 5, 000 5, 000 5, 000 5, 000 5, 000 : 
Panama. ----- ‘is 3, 991 3, 991 500 500 4500 | ~ 500 
Paraguay an 5, 000 5, 000 000 5, 000 5, 000 

Peru 14, 000 , 000 000 , 000 000 

Uruguay 13, 865 57 25, 713 25, 713 25, 713 25, 713 
Venezuela : 34, 032 000 30, 000 30, 000 30, 000 30, 000 


Subtotal 488, 035 514, 907 36, 276 526, 605 570, 644 023 
United States 1, 135, 768 1, 200, 000 1,251,311 , Soe 1, 331, 502 , 000 


Total _-- : 1, 623, 803 1,714, 907 1, 787, 5 , 738, 111 1, 902, 146 023 


1 Pledges as of Dee. 31, 1959. 
2 Pledged subject to the 70-percent limitation. 


TaBLeE B.—Organization of American States technical cooperation program, 
summary of approved program by projects 


{Dollars in thousands 


‘sti Pro- 

iated, | posed, 

Title of project ‘ iting To rl dar vea len- ecalen 
nf lar year|dar year 

1060 1961 


Inter-American Training Center for | Inter-American St 
Economic and Financial Statistics. tistical Institute 
Inter-American Rural Normal School Pan American U1 
Inter-American Training Center for the | Pan American Insti- 
Evaluation of Natural Resources. tute of Geography 
and History 
Technical education for the improve- | Inter-American Inst 
ment of agriculture and rural life. tute of Agricultural 
Sclence 
Pan American Aftosa Center Pan Ameri 
tary Bureau 
Zoonoses control training course | 
Seminar on the problems of tuberculosis 
in domestic animals. 
Inter-American training course in the | 
planning and administration of social 
welfare programs. | 
Seminar on basic problems of iron and 
steel production in Latin America 
Inter-American program for advanced 
training in applied social sciences 
Inter-American program for training in 
business administration. 
Inter-American workshop on the care of | Inter-American ¢ 
crippled children. | dren’s Institute 
Integral study of a pilot area (aerial | Pan American Insti 
photointerpretation phase). tute of Geography 
ind History 
Training course in nutritional and | Pan American Sani 
dietary surveys tary Bureau 


} 


Subtotal, projects 
Administration 
Contingencies 


Total, program 
Proposed U.S. contribution at 70 percent 


1 Possible implementation, 
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Some of these nations, or maybe all of them, are receiving funds and 
technicians from our bilateral technical aid program ? 

Ambassador TurKEL. Yes, sir. 

Mr. Passman. I believe all of them are receiving some type of aid 
from our bilateral technical aid program ¢ 

Ambassador Turken. Yes, except Venezuela. 

Mr. Passman. This is the first year they have phased out of the 
program ¢ 

Ambassador Turken. Are you speaking of the bilateral or multi- 
lateral program 4 

Mr. Passman. Both. They are still in the Organization of Ameri- 
can States ¢ 

Ambassador Turken. Yes, and they have contributed regularly 
and are paid up. 


NATIONS SENSITIVE TO ACCEPTING BILATERAL AID 


5,713 

0, 000 i 

ee Mr. Passman. Do you find that any of these nations are sensitive 
0, 000 to accepting bilateral aid from the United States ? 


9, 023 Ambassador Turken. Let me think about that. 

Mr. Passman. They are accepting bilateral aid from the United 
States; are they not ¢ 

Ambassador Turke.. Yes. I will try to answer that question, but I 
did not brief myself on the bilateral programs. Take Cuba; they 
ure sensitive. 

Mr. PassmMan. Castro is sensitive to everything. Let us talk about 
some other nations, not one that is headed by a person such as that. 

Ambassador TurkeL. I know of no other case where that word is 
justified, that they are “sensitive”; because hie have to say they want 
aid before we provide it. 

Mr. Passman. So they are not sensitive ? 

Ambassador Turken. Technical cooperation does not have a stigma 
attached to it when you are teaching people to do something useful. 

Mr. Passman. Asa matter of fact, I do not suppose it would be true 
anywhere in the world that they would be sensitive to accepting this 
type of aid. For fear the questioning may be misunderstood, we had 
a Witness testifying this morning about a country im Africa, and he 
said they were sensitive to accepting bilateral aid from the United 
States. But you say they are not sensitive in the Latin American 
countries 4 

Ambassador Turkent. With that one exception. 

Mr. Passman. We qualified that. I think the gentleman under- 
stands there should not be a dime in this program for that country 
under Castro. 

Beginning with 1956, the Organization requested $1.5 million, and 
each subsequent year up to and including 1959, the committee recom- 
mended and Congress approved the entire amount. Again in fiscal 
1960 you requested $1.5 million and the committee rec ‘ommended $1.2 
million, but I believe we established that you had an unobligated bal- 
ance from the previous year. 
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UNOBLIGATED BALANCES 


When we come to fiscal 1961, what amount will you have on hand 
unobligated out of prior year funds? 


Ambassador Turken. $300,000, in round figures. 
Mr. Passman. You do have $300,000 of unobligated funds ? 






Ambassador TurKEL. Yes, sir. 

Mr. Murruy. May I help, Mr. Chairman. I thought your 
question was how much have we obligated of prior year funds. 
Mr. Passman. That is a good question. 

Mr. Mureuy. Is that not what you asked / 

Mr. Passman. No. I wanted to know 
unobligated sg as of June 30 of this year. 

Mr. Murrny. I did not understand your question that way, Mr. 
Chairman. 

Mr. Passman. And that is $300,000 ? 

Ambassador TurkKEL. Yes. 

Mr. Passman. The Ambassador understood the question. So it 
means that this year you had an amount in excess of that at which you 
are operating ? 

Ambassador 


first 









the amount of estimated 









Turken. That is right. 
























JUSTIFICATION OF REQUEST IN LIGHT OF BALANCE 








$300,000 
could you 


Mr. PassMan. But you are requesting $1.5 million, which is $ 
more than the committee appropriated last year. How 


justify the increase, when you have an unobligated balance of 
$300,000 ¢ 
Ambassador Turken. Sir, 1 would not call it an increase. The 


appropriation last year was $1.2 million sie the reappropriation of 
the unobligated balance of $300,000. 

Mr. Passman. But you have just said you will have $800,000 unob- 
ligated on June 30, so it seems to me there would be an excess. Out 
of the $1.2 million appropriated last year you have $300,000 unobli- 
gated, but you are asking for an increase of $300,000 over the amount 
appropriated by Congress for fiscal year 1960. 

Mr, Gary. Will the gentleman yield ? 

Mr. PassMan. Cert tinly. 

Mr. Gary. Do I understand 
million ¢ 

Mr. Passman. Heasked for $1.5 million, 

Mr. Gary. But we reappropriated the 
ance, which gave them $1.5 million ¢ 

Mr. Mureny. That is right. 

Mr. Gary. If we give you $1.2 million this year and reappropriate 
the $300,000, it would be exactly the same thing 4 

Ambassador Turket. The same thing, and that would be quite 
satisfactory. 

Mr. Passman. I am afraid there is still a misunderstanding. You 
asked for $1.5 million in 1960. The Congress gave you $1.2 million, 
and reappropriated the unobligated balance. But this year you are 
asking for an increase of $300,000. You are asking for $1.5 million 
this year, but you state you will have unobligated $300,000 from last 
year’s appropriation, which means you did not need, and did not. ob- 






that last year you asked for $1.2 
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ligate, the full amount the Congress appropriated last year. Is that 
a statement of fact? 

Ambassador Turken. Yes, sir. 

Mr. Passman. It simply means the $300,000 which we reappro- 
priated last year was in excess of your needs by that amount 4 

Ambassador Turken. That is right, sir. 

Mr. Gary. That is correct, but what I am pointing out is he says 
they will be entirely satisfied if we do this year what we did last year; 
namely, appropriate $1.2 million and reappropriate the unexpe ane 
balance. 

Mr. Passman. I am sure they would be satisfied, but we gave them 
more than they needed last year when we reappropriated the unobli- 
gated balance. Had we not reappropriated the $300,000 last year 
they still would have had sufficient funds in the $1.2 million. 

Ambassador Turken. Mr. Chairman, I would like to urge that the 
same thing be done this year and for this reason, which is a very 
practical reason: We do not expect that we will spend much more 
than the $1.2 million, but that $300,000 always stands as a reproach 
to other members of the Organization. When they say, “Let us join 
in a program to do this, that, and the other,” IT ask, “Do you expect 
to contribute to it?” Then I say, “Look what there already is 
that you are losing by not putting in your contribution. Why start 
something new?” If you leave that amount in, it is a protection for 
us. 

Mr. Passman. If we appropriated 20 percent in excess of the needs 
to Impress some other nations, I do not think you would want this 
committee to represent you very long; would you ? 

Ambassador Turken. That goes beyond my small particular field. 


PRESSURE ON OTHER NATIONS TO LNCREASE CONTRIBUTIONS 


Mr. Waaner. I happen to sit on the Technical Cooperation Com- 
mitte of the Council, and this is a constantly shifting picture. We 
are constantly putting the pressure on them to increase their contri- 
bution in order to utilize what we have been disposed to give them 
over the past several years. Undoubtedly we do run into situations 
where they cannot squeeze out additional money, but at the moment 
we have a project to increase the work on hoof- ‘and-mouth disease in 
Brazil, which is a matter of very great importance not only to the 
nations in which hoof-and-mouth disease exists but also to those 
nations which are free of it. We have agreed to contribute the 
usual 70 percent of a proposed increase of $118,000 in this project if 
the other 20 Republics will voluntarily contribute the remaining 30 
percent. 

Mr. Passman. But you have to keep a constant pressure on them to 
vet these people to come up with the matching funds? 

Mr. Waaner. We do. 

Mr. Passman. Those are intelligent people. You have some very 
old civilizations in Central and South America. Why do we have to 
keep the pressure on them to get 20 nations to put up 30 percent, 
against one nation putting up 70 percent ? 
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FINANCIAL CONDITION OF COUNTRIES 


Mr. Waener. If you will look at some of the financial figures on 
some of those countries. 

Mr. Passman. I have been studying those figures. 

Mr. Waener. On national income especially. ‘Take Honduras and 
Paraguay and several other nations who are represented on this com- 
mittee and who are very much interested in the work of the Council; 
when they go back to their Minister of Finance and ask them to con- 
tribute more, the »y Say the yy are broke. 

Mr. Passman. Do you not think you could serve a good purpose 
if you let them know we are broke here, too! This is a relatively 
small item, but when you appear before the committee and indicate 
you have to put on constant pressure to get these 20 nations to con- 
tribute 30 percent, when one nation is contributing 70 percent, I think 
we are probably being a little too optimistic about what can be ae- 
complished. But this program is now in-being, and it was author- 
ized, and certainly the committee wants to support its country’s 
policies to the amount needed, but not to provide a “kitty” of $300, 
000 with which to influence the other nations if necessary. 


NUMBER OF TECHNICIANS 


Ilow many technicians, or experts, do you have in this program ¢ 
Mr. WaAcner. Sixty-five at the present time. 

Mr. Passman. How many Americans / 

Mr. WaGNer. Kight, I believe. 


POTAL COST OF PROGRAM 


Mr. Passman. Can you tell the committee the total cost of support: 
ing the 65 technicians, salary and all fringe benetits 4 

Mr. Wacner. I could not do it offhand. I do have the costs projec 
by project but I do not have the functional breakdown of the tota 
program. 

Mr. Passman. Could you give the total cost of the program? Le 
us take a year when we can pin down the personnel and the cost of th 
program. In 1960 you had $12 million, and that is the amount ! 
believe you will ob ligate. What amount did the 20 nations contribut 
during that same year 

Mr. Wacner. That is 1960? 

Mr. PassMan. Yes. 

Mr. Wacner. Thus far they have pledged $441,000. 

Mr. PassMan. $441,000 4 

Mr. Waaner. Yes, and there are about 10 countries which hav 
hot yet p rledged. 

Mr. Passman. Really, what we are trying to establish is the tot 
cost of maintaining a technician, or an expert, or whatever you cal 
him, in the Organization of American States. Now, if you will giv 
us a little help here, we shall be able to put that in the record, an 
I believe it will be favorable to you, because we are thinking in term 
of $1.2 million plus the $441,000, which would be a total of $1,641,00 

Mr. Wacner. In the event the 10 countries which have not ye 
pledged make a pledge equal to that which they made last year, thi 
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total amount contributed by the 20 Latin American Republics will 
be $546,692, 


NATIONS WHO HAVE NOT MADE CONTRIBUTIONS 


Mr. Passman. Would it cause any embarrassment to give the com- 
mittee the names of the countries which are yet to make their con- 
tributions ¢ 

Mr. Waaner. No. I think it is a matter of public record. It is 
onstantly being circulated among member nations by the Organiza- 
tion of American States. They are: Cuba, the Dominican Republic, 
El Salvador, Guatemala, Haiti, Honduras, Mexico, Nicaragua, Para- 
guay,and Peru. Uruguay has pledged. 


REASON FOR DELINQUENCY 


Mr. Passman. Is there any valid reason why they are delinquent? 

Mr. WaGner. Some of them cannot get this money until after the 
s0th of June because their fiscal year runs the way ours does. Others 
are simply delinquent because they hope to give the money but have 
not yet been authorized to pledge it. 

Mr. Passman. Can you tell the committee the average number of 
employees for fiscal year 1960, or the prior year if you would prefer? 
I believe you said 65? 

Mr. WacGner. That is on the instructional level. 


TOTAL OBLIGATIONS FISCAL YEAR 1960 


Mr. Passman. What will be the amount of the total obligations 
for fiscal year 1960 ? 
Mr. Waener. As set forth here in the program that will be $1,- 
626,000. 
PERSONNEL COSTS 


Mr. PassMANn. by hat would that average per person ? 

Mr. Waener. I do not think it would mean much because we have 
to consider that one of the major expenses is the transportation and 
subsistence of the students who travel from one country to another on 
scholarships. You might have to send a doctor to Mexico City from 
Argentina for training at the Seminar for Crippled Children, and the 
expense is quite heavy. I would have to get that for the record later. 

Mr. Passman. Do you have just the salary of the 65 ? 

Mr. Waener. I can give you the personnel cost. 

Mr. Passman. What is that total ? 

Mr. Wacner. I will have to get that. This program is broken down 
on a project basis. You have the Pan American Union, the Inter 
American Institute of Agricultural Sciences, the Inter-American Sta- 
tistical Institute, and so forth, and each is a separate entity with its 
own project budget approved by and under the control of the OAS. 

Mr. Passman. We have been able to establish the cost per expert or 
technician in the UN and the cost for the ICA technicians, and we were 
in hopes we could do the same thing for your organization. 

Mr. Waener. We can, but the State Department is not the operating 
agency. That is the Inter-American Economic and Social Council of 
theOAS. We willbe glad to submit it for the record. 
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U.S. CONTRIBUTION SINCE PROGRAM INCEPTION 
7 > 7 7° . : x ° 
Mr. Passman. Hlow much has the United States contributed to this 


program since its incept ion ? 
Ambassador Turken. Obligations $103 
O20 000. 
Mr. Passman. That is since the inception ? 
Ambassador TuRKEL. Since the inception in 1951. 


20,000; expenditures $9,- 


ORIGIN OF ORGANIZATION AND PROGRAMS 


Mr. PassMAN. Who originated this Organization ? 

Ambassador Turket. The Inter-American Organization started 70 
years ago this month. 

But the progr: um started just 10 years ago. 

Mr. Passman. What did the Organization do ? 

Ambassador Turken. It was originally the 
Union. 


old) Pan 


A merical 


FUNCTION OF ORGANIZATION 

Mr. Passman. What did they do? 

You are asking for 16 percent of the total amount spent in all those 
years for 1 year. 

Ambassador TurKen. They participated in arbitration and concili- 
ation, such as boundary disputes and when World War I came there 
were ancillary war problems. And in 1950, the now Organization of 


American States started this Technical Cooperation Program. 
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Mr. PassMaNn. It was started about the same time as the bilateral 
technical aid program ¢ 

Mr. Mureny. About the sametime. There was, however, a bilateral 
program in Latin America as far back as 1942, but the so-c: alled point 
4 program legally came into being in 1950. 


OVERLAPPING TECHNICAL AID PROGRAM IN LATIN AMERICA 


Mr. Passman. We have so many technical aid programs, and new 
ones being established, that I am afraid Congress will lose even the 
little control that we do have over this program. You have a little 
baby technical aid program born out of every program. The atoms 
for peace program even developed a technical aid program. Then 
you have the U.N. and the bilateral program, for which $172 million 
is requested this year, and another one is born out in Africa. That 
is where we have these people who are so sensitive about accepting 
bilateral aid from the United States. We are wondering if there 
is any overlapping of these technical aid programs in Latin America 4 

Ambassador TurKken. I agree with you that what we call pro- 
liferation has reached the point we think something should be done 
a it. But really, sir, this particular program does not overlap. 

Under our bilateral technical cooperation programs we bring people 
here from other countries for specialized training or we send our 
technicians to them at the request of the host country. But this is 
different. 

Mr. Passman. I think the Ambassador has made my case for me. 
But I think we had better control it, and maybe get it into one pack- 
age, because there is bound to be some overlapping if the technicians 
under this program are doing the same thing as the technicians under 
U.N. 

Ambassador Turken. There is a coordinating procedure to prevent 
overlapping. 

Mr. Passman. How will you prevent it when you have two people 
out teaching people how to catch a field mouse, and one team goes 
to the field and one team to the U.N. ? 

Ambassador TurKEL. I have not seen it happen in the case of agri- 
culture, but I have seen it in the case of education. When a U.N. 
group moves into a specific field of education, we stick to normal 
school training or vocational education or some other field. 

Mr. PassmMAn. You do have technicians who could function in either 
field; but, if the bilateral program or U.N. have technicians in one 
field, you find another field ¢ 

Ambassador TurKEL. We try to keep out of the fields in which they 
are active. 

Mr. Passman. But you have technicians who could move in if they 
abandoned a project ; they could be interchangeable ? 

Ambassador TurkeL. Not quite. Let. us t: ake the field of education. 
Our program is concerned with rural education as in Venezuela. From 
that center schol: arship students return to their countries to teach in 
rural communities. That is different from running a normal or 
vocational school or a school for business administration. 
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FIELDS IN WHICH OAS TECHNICIANS WORK 


Mr. Passman. What are some of the fields in which your techni- 
clans work ¢ 

Ambassador Turkent. We have a list of those. One is the Inter- 
American Statistical Training Center in Santiago, Chile. 

Mr. Passman. What do they do? 

Ambassador Turke.. They give training in the collection and eval- 
uation of statistics. 

Mr. Passman. Do you not have that activity also in the U.N. and 
the U.S. programs 4 

Ambassador TurKEL. I do not happen to know. 

Mr. Passman. Pick up another. 

Ambassador Turken. The Inter-American Rural Normal School 
in Venezuela. 

Mr. Passman. What do they do 4 

Ambassador Turke.. They train teachers in how to run rural 
schools. 

DUPLICATION IN) PROGRAMS 


Mr. Passman. We certainly have a similar program to that in 
the U.S. program, and 1 wonder if we do also in the U.N.? 

Mr. Murrny. | think the answer is vou may find similar types of 
activities being financed m the three programs. You will not find 
the same type of activity being financed by two programs in any one 
place. 

Mr. Passmanx. You do have technicians who are capable of fune- 
tioning either in the U.N., OAS, or the U.S. technical aid, depending 
upon the particular organization to which they may be assigned? 

Merrnuy. That is right. Take an expert in agronomy, for ex- 
ample. He conceivably could be employed in any of the three pro 
grams. 

Mr. Passman. Gentlemen, you have to be excellent operators to 
keep out duplication. It was brought out this morning that in a small 
gy esoigt the backstopping cost—I have not had a chance to look 
it up, but it means spending money other than for the actual pro- 
gram—was about 20 percent-plus of the actual appropriation. We 
moved over into the U.S. technical aid, and it was brought down to 
less than 1 percent. If you would ever check the U.S. technical 
aid and break that down into five other organizations, in all proba- 
bility the backstopping expense would eat up 20 percent of that pro- 
gram. 

I am glad the Ambassador concurs that there should be some 
thought given to consolidating, if we are to continue this program, 

How much money has U.N. spent since you started this program ? 

Mr. Murenuy. Did you say U.N., Mr. Chairman ? 

Mr. Passman. Yes: in that area. 

Mr. Merrny. That the U.N. spent in Latin America? 

Mr. Passman. Yes. 

Mr. Murptry. I do not have that. I have U.S. bilateral. 

Mr. Passman. All right. What is that amount ? 
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TOTAL OBLIGATION FOR TECHNICAL COOPERATION IN LATIN AMERICA 


Mr. Merrny. Through fiscal 1959 the total obligations for techni- 


cal cooperation in Latin America were $203,686,000. 


That is over 10 years. 
TOTAL U.N. PROGRAM IN LATIN AMERICA 


Mr. Passman. How much money has UN spent in this area since 
you started this program’ I think you said you did not have that 
information available / 

Mr. Mureuy. I will try to get that from Mr. Wilcox. The informa- 
mation In the tables is just the current program. 

Mr. Passman. What amount is in the current program ¢ 

Mr. Murpuy. $9,975,000 of the Special Fund for fiscal year 1960 is 
programed for Latin America. 

Mr. PassMAn. For U.N.? 

Mr. Murrenuy. Yes; this is the total U.N. program in Latin America 
as approved January 1, 1960, and for the expanded program in Latin 
America it was $6,460,000 for 1960, 


COUNTRIES WHO TAVE INCREASED THEIR CONTRIBUTIONS 


Mr. Passman. How many countries have increased their contribu- 
tion to the progr: am since 1955 ¢ 

Ambassador Turken. As I ete close to half of them. Give 
mea moment and I will cheek down the list. 

Ten, sir, have increased their contribution since 1955. 

Mr. Passman. How many have increased their contribution during 
the past 12 months ¢ 

I am speaking about dollar contributions. 

Ambassador TurkKeEt. Three, sir. 


USE OF COMPARATIVE GROSS NATIONAL PRODUCT FIGURES IN SUPPORT OF 
CONTRIBUTION 


Mr. Passman. Last year you stated in justification of the 70- 
percent contribution that the national income of the United States 
was approximately SS percent of the total income of all the 21 Re- 
publics which contribute on a voluntary basis. 

Ambassador Turkent. Mr. Chairman, 1 would have to know who 
drew up that figure of 88 percent and on the basis of what figures 
before I could answer it, and even if I had those I doubt we have 
statistics that are reliable enough to give you a straightforward, 
honest answer. 

Mr. Passman. Mr. Ambassador, I am impressed with your straight- 
forward answers. Whoever worked this up downtown just copied 
last year, and it is in the justifications. I am cert: nly pleased to see 


that you have the courage to question their accuracy. Iam wonder- 


ing if you would agree, sir, that in arriving at any ee rcentage, if you 
are going to actu: ally get the facts, you would have 
ing methods of all the countries involved. 
Ambassador Turker. That is right. 
Mr. Passman. There are certain parts of the world where vou can 
take a hundred American dollars and live rather well the entire year 


o apply the pric 
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Ambassador Turker. Yes, sir: I agree to that. 
Mr. Passman. There are certain places where you can get a fairly 
good meal for a nickel. 

Ambassador Turken. I don’t know them, sir. 

Mr. Passman. I shall take you out sometime, if we are over in the 
Far East. You can get a bow! of rice and beans, so big you would not 
be able to eat it all, for a nickel. Some of those people are working 
for 15 cents a day. If you are familiar with their pricing stand: ards, 
in many instances they represent only about 12 percent of ours; so 
if you take the gross n: ational product. of these nations by unit and 
apply our standard of pricing, you would get altogether a different 
picture on the gross national product. 

Ambassador TurKen. Yes, sir. 

Mr. Passman. So you just do not have anything when you say the 
gross national product is this much versus this much in some other 
country. 

Ambassador Turken. I can give vou an honest picture of what hap- 
pened one year compared to the next. Most of the Latin American 
countries are coffee countries, 14 of the 20, and the price of coffee has 
been declining substantially. They have really been hurt as a result. 
Their export earnings ™ ave gone down. They have not been able to 
buy as much from us, so all T can say is that T think that. the trend of 
their earnings has been ‘de clining because commodity prices in general 
have been declining. 

Mr. Passman. Should we strike from the justifications that state 
ment on page 234 that could again mislead the committee ? 

Ambassador TurKken. Well, being a cautious though honest man, 
Mr. Chairman, I would like to submit a memorandum on that. Let 
me look into it and see who drew it up. 

Mr. Passman. I know that, being the honest man you are, you are 
not. going to change the record where you previously indicated your 


differences on this. 
Mr. TurKken. No, sir. 


(The following information was furnished for the record:) 


Gross national product of United States and Latin America 


[Billions of dollars] 


1957 1958 
ca at > is 
GNP Percent of GNP Percent of 
} total | total 
Ree rE Ei cairns as es 48. 6 10 47.4 | 9.7 
SRE PEE 8 oe cw enes wiiedeieaaceactiedkt cas 440.3 90 441.7 | Qn. 3 
Total... aia sete ieeastia cao 488. 9 100 4189. 1 100 





SOURCE 


1 Country program book submissions from USOM’s, for fiscal year 1961 MSP. 
2 Office of Business Economics, U.S. Department of Commerce 


EXPLANATORY NOTE 


Due to incomplete data in certain countries of Latin America, estimates of national income and gross 
national product can, at best, indicate only i roug h order of magnitude. The computation of GNP data 
in Latin America is further canna ited by the maintenance of several different exchange rates in several 
countries and by fluctuation of these rates during a given year. Individual country GNP data have been 
carefully worked out by individual USOM’s, however, and probably provide the best available estimates. 
Latin American data for 1959 are not yet av: ilable. 
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Mr. Passman. Now, if you will, I am sure that you will ask those 
to face up to the responsibility, and find out who copied the same thing 
into the record this year. IT suppose it did save a lot of research. We 
have had department heads before this committee who have admitted 
they had not even read the House report and the Senate report on 
recommendations for watching these expendit ures. 

We are very pleased that you take a different position. 


BOLIVIA NOT CONTRIBUTING TO PROGRAM 


Why does not Bolivia contribute to this program, sir 

Ambassador Turken. Bolivia is in very bad shape. In 1955, 1956, 
and 1957 she pledged but did not pay 87,558 each year. They just 
do not have it. 

We are giving them direct grant aid on the order of S17 or S18 mil- 
lion a year, I would Say. 

Mr. Passman. How much 4 

Ambassador Turken. S17 or S18 million is what Bolivia is reeeiving 
this vear. 

AMOUNT OF U.S. AID TO BOLIVIA 


Mr. Passman. What does your record show Bolivia received from 
all the U.S. aid program for os fiscal vear 1960 4 

Mr. Murvity. For fiscal year 1960 4 

Mr. PassmMan. That is the ‘ee year you have it complete, I believe. 

Mr. Murpny. Yes, sir. Fiscal year 1960, $16,284,000 thus far, Mr. 
Chairman. That is forall functions. 

Mr. PassmMan. Your memory is excellent, Mr. Ambassador. You 
hit it close. In 1959, I believe it was 820.492.000. 

Mr. Murpenuy. That is correct. 

Mr. Passman. Is that the total of all types ? 

Mr. Murpny. Yes, sir. 

Mr. Narcurr. Mr. Chairman, at that point if you would yield. 

Mr. Passman. Yes, sir. 


ANNUAL REVENUE OF BOLIVIA 


Mr. Narcuer. It is my recollection 2 years ago when we discussed 
Bolivia to some extent we discovered that their total income tax 
amounted to less than $600,000 a year. 

Ambassador Turkren. That is about right. The revenue comes out 
of imports and exports and out of tin. 

Mr. Narcner. Which is a very small amount. 

Mr. Passman. How old is that country ¢ 

Ambassador Turken. It became an independent country in 1820. 
Named Bolivia after Simon Bolivar. 

Mr. Passman. That country is then about 140 years old. 

Ambassador Turken.. Ever since the revolution in 1954 it has been 
different. Most of the wealthy people departed und there are left 
really very little more than 3 million pretty poor people. 

Mr. Passman. What is keeping them off us? Are they trying 
to chase us out? 

Ambassador ‘Turkren. They broke a few windows in the Embassy 
about a year ago. 
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Mr. Passman. We just refuse to stay out, though. 0 

Ambassador Turken. That is right. I think vou have to recog- 
nize that it is because the alternatives are so bad. 

Mr. Gary. If the gentleman will yield. Ce 

Mr. Passman. Certainly. 0 

Mr. Gary. Do they not have a large portion of the world’s tin p 
supply in Bolivia? 

Ambassador Turket. 1 think Malaya is a larger producer of tin, m 
Bolivia is probably second, with Nigeria third and the Bolivian pro- iu 
duction now is about 18,000 or 20,000 tons of tin. That is just about i 
wll the Bolivians have to live on. bi 

1a 
PRESENT CONDITIONS IN BOLIVIA ‘I 
Mr. Passwan. Are those who are responsible for continuing our t] 


aid program provided proper protection ¢ Are vou familiar with 


the conditions in the COUNTY at this time? te 
Ambassador Turke.. I was there once for 2 days. tr 
Mr. Passman. Recently ? 1 
Ambasador Turken. In 1957. th 


Mr. PAssM AN. Llow dloes this program dither from the Latin Amer- 
can regional project item of the U.S, technical assistance program / 


TAX REVENUES IN BOLIVIA 


Mr. Murriy. I was concerned, Mr. Chairman, that the committee 
might have been left with the impression that Bolivia’s total income 
was S600.000 a year. 

Mr. Passman. I would not see any use for them to increase their 
tax as long as the American taxpayer is willing to be taxed to aid them. 
I think possibly we underestimate their intelligence. 


Mr. Anprews. Do they have an income tax 4 th 
Ambassador Turket. I know it only because this gentleman just] 4, 
said there was and I do believe that the tax must be very small there, fo 


or at least the yield is. 
Mr. Passman. What is the population of the country ” 
Ambassador Turket. About 3 million. 
Mr. Passman. How much ts the income tax ? 


Ambassador Turker. $600,000. CO 
Mr. Passman. What amount would that be per capita / he 
Ambassador Turken. 20 cents, but I think the annual income pel! 1 
capita is desperately low. It is in the order of S70 per head, or 
Mr. Passman. I expect it has been low since the organization of] ve 
that country ] LO years ago, Too. ta 


DIFFERENCE BETWEEN REGIONAL PROJECTS AND U.S. TECIINICAL ASSISTANCI to 


How does this program differ from the Latin American regional 
projects item of the U.S, technical assistance program ¢ . 

Mr. Murpny. Again, I think the general answer to your question, 
Mr. Chairman, is that you can have projects in the Latin Americal] fio 
regional projects under the bilateral technical assistance program 
similar to what you could have under the Organization of Americal] yw) 
States program. The thing that we strive to avoid is the possibility 
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of having the same project operating under both programs in any one 
location. 

Mr. Passman. If you had agricultural technicians in, we shall say, 
country 1, under the U.N. and the same type of technicians under the 
Organization of American States, they would not be on the same 
project / 

Mr. Murpny. That is right. The regional projects, Mr. Chair- 
man, are projects which involve more than one country and for ex- 
ample, the projects that Ambassador Turkel has referred to here in 
the OAS, and that are listed on page 234, in each instance they involve 
bringing people from several countries to one location for a particn- 
har type ot training. That is why they call them reé cional projects. 
‘They are not associated with just one eae There are some re- 
eional projec ts in the bilateral program, but the A would not duplicate 
these OAS or any UNTA projects of the same nature. 

Mr. Passwan. But on the other hand, the estimate for the U.N. 
technical aid program for fiseal 1961 is almost as great? The con- 
tribution to the American Republics from the U.N. under the ex 
panded technical air program Is almost as much as the total cost of 
this program since its ince ption ? 

Mr. Murpeny. Actually more. 

Mr. Passman. Then if you move into the United States bi- 
lateral 

Mr. Murpiry. We add $203 million. 

Mr. Passman. It is approximately 20 times as much. 

Mr. Murpuy. Twenty times as much. I think Ambassador Turkel 
gave you $10 million. 

Mr. Passwan. $203,686,000. 

Mr. Murpny. Versus $10 million. It is about 20 times as much. 

Mr. Passwan. If there were no overlapping, it would certainly be 
a surprise, because they have for their aims and objectives the same 
things. We just hope that maybe some day possibly there will be 
fewer of them. T think you could certainly cut down on the amount 
for backstopping by having some of these programs consolidated. 


EFFECT OF REDUCING ESTIMATE 


You have been very fair, Mr. Ambassador, in trying to help the 
committee understand this program. Do you believe there would 
be any great harm done to the program, this year, if the committee, 
in its wisdom, should do a little trimming? Do you think the pro 
gram would continue to function if we should possibly give you what 
you actually obligated last year and take out this buffer, this temp- 
tation account of $300,000 ? 

Ambassador Ture. I think it would be equally acceptable either 
to take the S114 million or to give $1,200,000 and reappropriate the 
unexpended balance. 

Mr. Passman. Youare asking for both, I believe. 

Ambassador Turken. One or the other. 

Mr. Passman. What if we just modified that a little bit? Do you 
figure we might keep the program vomne / 

Ambassador TURKEL. We would do the best we could, I am sure, 
whatever you did. 
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Mr. Passmanx. You wouldn't throw up your hands and come home; 
would you / 

Ambassador Turker. No. E very day we keep on doing the best 
we can with what we have. That is our philosophy, sir. 

Mr. Passman. You would not see any great damage ? I say that 

Lall sincerity. 

I believe that you recognize, as I do, that Mr. and Mrs. America, 
the taxpavers, are putting up this money. They want to see these 
things started back the other way. Instead of getting bigger, they 
want tosee them eet a little smaller. 

Ambassador Turken. I really think, sir, you ought to leave that 
extra bit in. It is a reproach. Every time they come and ask for 
something we can point out, “Here, you haven't matched our pledge. 
Why do you ask for more ?” 

Mr. Passm iN. I think we established that we have to exert constant 
pressure to get them to put up what they do. 

Mr. Taner. How do you know these people will be affected if we do 
not put up more money than is needed or has been used? You might 
just. as well have the job of figuring out how much was going to be 
appropriated by this (zovernment by somebody outside the (;overn- 
ment. I should think vou would get over that idea of approaching 
things that way. I think it is a bad approach. ‘To my mind it does 
not smel] eooct. 

Mr. Passman. Mr. Gary ? 


OBLIGATIONS 


Mr. Gary. Mr. Ambassador, what are your obligations to date 
on this program / 

Ambassador Turken. The cumulative obligations to June 30, 1960, 
will be $10.320.000 total. 

Mr. Gary. That is cumulative. What are the cumulative total 
amounts of the entire program during that time ? 

Ambassador Turken. That is expended, actually expended ? 


TOTAL PROGRAM AND U.S. CONTRIBUTIONS 


Mr. Gary. No. What I am trying to get at now is what we have 
contributed. I want to know what the other nations contributed dur- 
ing that time. 

Mr. Murruy. We would have to supply that for che record, Mr. 
Gary. 

The table we have st: ts with 1955 and it. shows $1,623,000 in 1955, 
£1.714.000 in 1956, $1,787,000 in 1957, $1,738,000 in 1958, and $1.902.- 
O00 in 1959. 

Mr. Gary. They are our contributions ? 

Mr. Murenrry. No. Those represent the total program. We would 
have to get the vears 1950 to 1954 to answer your question. We will 
do that. 

Mr. Gary. I do not care about that. This gives me all the informa- 
tion I want. 

Do you have those figures that you have just read listed side by side 
with the amount of our contribution 7 


Mr. Murpny. Yes, sir. 
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Mir. Gary. Will you put that in the record ? 

Mr. Murreuy. Right now ? 

Mir. Gary. Yes. 

Mr. Murpny. In 1955, U.S. contribution was $1,135,768; 1956—— 

Mr. Gary. What was the total program ¢ 

Mr. Mcrruy. In 1955, $1,623,803; in 1956, the United States was 
$1,200,000 [even] and the total program was $1,714,907; in 1957, the 
United States was $1,251,511 and the total program was $1,787,587; 
in 1958, the United States was $1.21 06, and the total was $1.738,- 
os) ag 


$1,902.14 


»»)> 


— the United States was $1,331,502 and the total was 


TOTAL PERSONNEL ENGAGED IN) PROGRAMS 


Mr. Gary. How many people are engaged in this program alto 
cether / 

Ambassador Turken. At the professorial level our assistant here 
told us there were 65 people, ot —_— So were American: another 
relevant. statistic is that since the beginning approximately 5,000 
people have received the benefits of eee £000 of these were in 
agriculture. ‘This year approxim itely 1,400 people will be trained. 

Mr. Gary. I was inquiring about a engaged in the administra- 
tion of the program, not the recipients. 

Ambassador Turken. That is the personnel matter we were talking 
about a little while ago. 

Mr. Murriuy. We offered to supply that for the record. 

Mr. Wacner. I have general figures. 

Mr. Gary. You will sup b ly the number of personnel—total per- 
sonnel and the number of U.S. personnel ¢ 

Mr. Murrny. Yes, sir. 

Mr. Gary. Thank vou. That isall, Mr. Chairman. 


DISPOSITION OF UNOBLIGATED BALANCES 


Mr. PAssM ALN, The United States has contributed 40 percent ot the 
total since the inception of the program / 

Ambassador Turken. That is correct, s 

Mi. Passwan. For each of the fiseal vears 1956, 1957. 1958, and 
1959, the Congress approprited $1,500,000, but during those same 
= respectively, you obligated or spent $1,200,000, $1,251.311, 

1.211.506, and $1.831502. 

Could you te ll] the committee what h: ippe ned to those unobligat ed 

bal: inces at the end of the year 4 Didthe SY l: apse 

Mr. Murruy. For all except the 2 last vears they lapsed; but last 
vear, Mr. Chairman, the unobligated balance was reappropriated. 

Mir. Passman. I did not read last vear. Ayo yped it fiscal 1959. 

Mr. Mureny. For 1959, the unoblig: ited at the end of 1958 was re- 
appropriated and the new money was prov ided $1.2 million; and the 
sume fort this vear. 

Mr. Gary. Prior to that none of the unobligated balances were 
earried over? 

Mr. Mureny. No. They lapsed to the U.S. Treasury. 

Mr. Passman. We might as well let the record show that since 1956 
we have, without exception, appropriated more money than you obli- 
outed forthe program, 
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Ambassador TurkKeu. Yes, sir. 
Mr. Passman. And the money lapsed, with the exception of last 
year, and we reappropriated that. 


Mr. Nateher? 





BOLIVIAN TAX SITUATION 










































Mr. Narcuer. Mr. Chairman, in discussing the tax situation, inso- 
far as Bolivia is concerned, I checked back to obtain the 1959 hearings 
to see the figures insofar as taxes are concerned. 

Mr. Smith at that time was the Director of ICA and he appeared 
before our committee and I directed this question to him. The ques- 
tion is: 

Mr. Smith, my attention has been called to the fact that Bolivia receives just 
about as much economic assistance from our country as any country in South 
America. According to my information, this program was started in 1953 and 
for the past 3 years the United States has been contributing twice as much for 
public purposes in Bolivia as the Bolivian taxpayer. Furthermore, my informa- 
tion is to the effect that the program has neither restored the economic balance 
nor assured stability in Bolivia. Bolivian aid is carried in our budget proposals 
generally as defense support and to me this requires a great deal of imagination 
to visualize what bearing this country in the center of South America, without 
an army or a seacoast, has upon the defense of the United States. Most of our 
aid has been used, not to strengthen local productive capacity, but to boost 
imports and support consumption. 

I am further informed that income tax collections dropped from an average 
of $3.5 million between 1948 and 1952 to $500,000 for 1956. During this period 
the property taxes decreased from $500,000 to $124,000. Mr. Smith, how can you 
justify our mutual security assistance to this country, beginning with the year 
1953, and extending up to the present time? 


And then in supplying for the record a statement concerning this 
matter, Mr. Smith pointed out, and Mr. Ambassador, as you well 
know, that in 1956 anieane were in right bad shape in Bolivia but 
in 1958, tax collections in Bolivia totaled $22.6 million, with the rate 
being 8,850 to 1, while the U.S. budgetary support will equal 104 bil- 
lion bolivianos or $11.5 million. TI knew I had a figure in mind, Mr. 
Murphy, of $500,000 and as my children say to me, “In certain matters 
I never forget and in others my memory is no good.” 

Thank you, Mr. Chairman. 
Mr. Passman. Mr. Andrews? 





CUBAN PARTICIPATION 








Mr. Anprews. Mr. Ambassador, I notice nothing has been col- 
lected from Cuba during fiscal year 1960. Do you expect that country 
to drop out of the program ? 

Ambassador Turken. Very possibly they will. 

Mr. Anprews. Are any of their citizens participating in any of the 
seminars ? 

Mr. Waenrr. Yes, sir. They have a representative on the Technical 
Cooperation Committee, on which T sit. 

Mr. Anprews. Are any pupils going from Cuba to any of these 
school meetings? 

Mr. Wacner. Yes. They regularly appear on the scholarship lists. 
T couldn’t give you that figure offhand. 

Mr. Anprews. Are they attending now, and have they been during 
this fiscal year? 
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Mr. Wacner. As far as I know, sir. 

Mr. Anprews. Will they be eligible to attend even though the coun- 
try does not make any contribution to the fund / 

Mr. WaGner. Yes, they would. Bolivia, for example, is a partici- 
pant at the regional centers, even though they, for 3 years in a row, 
were unable to meet their pledge, and for the past 3 years have m: ade 


no pledge. They are still considered as members of the Organiza- 
tion of American States. 


CONTRIBUTIONS OF OTHER NATIONS 


Mr. Anprews. On page 235 you show the contributions made by 
other countries in 1960. It would be $339,023, as of December 31, 
1959, 

Mr. Wacner. Yes, sir. 

Mr. Anprews. Do you have a more recent figure than that ? 

Mr. Wacner. Yes, sir, $441,094 as of March 31, 1960. 

Mr. Anprews. What do you expect it to be at the end of the year ¢ 

Mr. Waaener. There are ‘* — which still have not pledged. 
Their pledges would total, they pledge the same amount they 
pledged last vear, an additional $105,598, for a total of $546,692. 

Mr. Anprews. When you say “pledge,” do you mean pay into the 
fund ¢ 

Mr. Wagner. No. They pay when they can. They pledge and I 
will say that they have had a very good record of payments. 

Mr. Anprews. Does this figure of $441,000 you mentioned repre- 
sent pledges or contributions 4 

Mr. Wacner. Pledges. 

I think that as far as this particular point is concerned the United 
States is the only one who has actually paid part of its quota for 
this vear. 

Mr. Anprews. So then you have not collected anything from any 
country except the United States / 

Mr. Wagner. No, but we will. 

Mr. ANprews. What was your record in 1959 where you show 
570,644? Was that pledged or paid by these other countries ¢ 

Mr. Waener. $475,000 was paid by all countries, other than the 
United States, and there still remains an unpaid balance of $95,591, s 
they paid in $475,000 against $95,591 still unpaid. 

Mr. ANprews. When were those payments made in 1959? Was it 
prior to this time of fis scal year 1960 4 

Mr. WaGner. This was as of February 29, 1960, this particular re- 
port I just read. They come drifting in and as you go back over the 
vears we have « charts showing that the only delinquencies of any 

ienificance are those which Bolivia failed to meet before it finally 
gave up entirely, and some pledges not yet paid up by Uruguay. 
From 1958, for example, there is $66,612 still unpaid. 
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PROGRAM ON A CALENDAR YEAR BASIS 


Mr. Axprews. Is this program run on a calendar or fiscal year 
basis / 

Mr. Wacner. It runs on a ecalendar-year basis. Payments are fre- 
quent ly made depending On the fiscal policy in a given country, where, 
for example, they cannot appropriate or authorize funds until the 
new {is al vear, TI tal varies from country to country. 

Mir. AnNprews. That is all, Mr. Chairman. 

Mir. Passaan. Mr. Conte 4 


LLER CONTRIBUTIONS BY ECUADOR AND DOMINICAN 
REPUBLI 


Mr. Contre. Mr. Ambassador, I notice here in the justifications that 
IKcuador has dropped down considerably since 1957, 39.035, and for 
LOO they “are down to S+4.500. Is there any reason for the sharp 
decrease in funds ? 

Mr. Wagner. That may have something to do with the exchange 
rates. 


Ambassador Turxen. No. I know the exchange rate situation and 
there has been no change in that. There must be another reason. 
If you will permit me, [ will look into it and give you an answer. 

Mr. Conrr. The Dominican Republic dropped down by $1,000 since 
LODD. 

Ambassador Turgken. There has been no change in the Dominican 
Republic’s exchange rate. There Must be some other reason. They 


are on a par with the dollar. 


UNEXPENDED BALANCE 


Mr. Contre. What is your unexpended balance at the present time? 

Mr. Murruy. Our estimate as of June 30, Mr. Conte. is $1,300,000. 

Mr. Conrr. Unexpended balance / 

Mr. Murruy. Unexpended on June 50 of this vear. 

Mr. Forp. Will vou vield 4 

Mr. Contre. Yes. 

Mr. Forp. Is that unexpended of the money that was made avail- 
able in fiscal vear 1960 as well as the reappropriated money / 


Mr. Meurrnuy. Yes, sir. 
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BALANCE OF YEAR COMMITMENTS 


Mr. Contr. What are your commitments _ the rest of the year 

Mr. Murruy. The pledge that was made is $1,500,000, but eh 
amount that it will finally work out as an obhg an Mr. Conte, will 
depend on what the other countries finally put up because we do not 
exceed 70 percent of the total. 

The program that is set forth on page 236 for 1960 is $1,626,000 and 
30 percent of that would be somewhere in the nerehborhood of 
SdDOO 000 coming from the other countries in order for us to —e that 
program and 70 percent balance, or about $1.1 million, coming from 
the United States. 

If the other countries contribute during this year as they have in 
past vears, thei total contributions will work lp to about $546,000, 
according to Mr. Wagner's estimate, and the U.S. portion then would 
work out to what, Mr. Wagner / 

Mr. WaGner. 81.275.610. 

Mr. Mi RPHY. So there would be approximately SPP5 O00 of ar ‘ul 
able funds W hich would not be used, 

Mr. Cone. And you are asking for 

Mr. Murriry. For $1.5 million. 

Mr. Waener. This is always assuming that none of these countries 
increase their pledges. We have heard, however, that Mexico may 
ncrense its pledge soain this vear, which of course would bring up our 
counterpart contribution by $2.33 for every extra dollar contributed 
by Mexico or any other country. 


(The following information was supplied later :) 


All pledges to the technical cooperation program of the Orgaiization of 
American States are on a purely voluntary basis and wre not assessed. Hence 
payments may increase or decrease depending upon a member country’s ability 
to pay in a given year. Between 1955 and 1959, 10 of the 20 Latin American 
countries increased their annual pledges, 6 maintained them at the 1955 level, 
3 decreased them and 1 (Bolivia) makes no pledge. 

Keunador was forced to reduce its voluntary contributions to international 
organizations in 1285S due to deterioration of the balance-of-payments situatio 
in that country and has subsequently maintained its pledge at the newly estab 
lished level, An upturn in the economy could quite logically result in an increase 
in future pledges. 

The Dominican Republic increased its pledge during 1953, 1954, and 1955, 
and then reduced it by $936 a year. However, the present level is still $1,215 
higher than its initial pledge made in 1951. There has been a deterioration in 
the Dominican Republic’s economic situation during the past several years. 

Total pledges to the program by the 20 Latin American Republics have in- 
creased from $381,907 in 1951 to $570,644 in 1959, 
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Mr. Contre. How about Argentina 7 They contributed $120,000 in 
1959 and the Ly dropped « lown to S25 O00, 

Ambassador Turken. That is an exch: ange-rate matter. They have 
just gone through a stabilization program and their rate was per- 
mitted to fluctuate freely. There has been a very great fluctuation in 
the Argentine peso, 

Mr. Wacner. This represents a dollar conversion of a pledge made 
in Argentine pesos. In the prior year there was an official exchange 
rate which permitted conversion of those pesos at, I believe, 18 to the 
dollar. That meant that $120,000 converted from these pesos would 
bring 1 ma counterpart from us of S280,000 as our mate hing portion. 
This year the exchange rate has gone completely free. It is around 
SO pesos to the dollar and the Ssume amount ot pesos now converts to 
$26,341 instead of $120,000, so our counterpart, instead of being 
$280,000, this year will be only $61,375. It is a smaller program, be- 
cause they went to the free conversion and the dollar value of the 
peso contribution has been slashed by about 80 percent. The program 
hi as lost the cor responding TO pe reent portion of our mone V. 

Mr. Conver. It is a smaller program because the United States 
won't contribute as much. 

Mr. WaGner. They did not and we cannot. 

Mr. Contre. They are contributing exactly as much, but with in- 
flated, baloney dollars. They are only worth about one-tenth of what 
they are worth now. 

Mr. Wacner. That is right. 


Mr. Contre. In other words, the U.S. Government is getting a little 
better break. In fact, all of these matching funds were matching 
good hard dollars against a lot of baloney dollars. 

Mr. Wagner. I would like to point this out— 

Mr. Conre. Except maybe in Venezuela and a few other places. 


CHILE 


Mr. Wacner. Last year Chile contributed in pesos at a certain con- 
vertible rate the equivalent of $34,000 in round figures. This year 
the same amount of pesos produced $105,872. It has gone up three 
times in their dollar contribution to the program. Therefore, our 
matching funds jumped from $80,000 to $247,000. It is a very com- 
plex thing because of these constantly fluctuating currencies. 

Mr. Forp. Will you yield ¢ 

Mr. Contre. Yes. 
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REASONS FOR IMPROVEMENT IN CHILEAN CURRENCY 


Mr. Forp. The improvement in the Chilean currency is predicated 
on what ? 

Mr. Turxen. They have had a stabilization program running in 
Chile since 1956. Inflation before that time was galloping. That 1s 
to say, there was an annual price rise of 80 percent over the preceding 
vear. They cut that in half in 1957 so that prices rose only 40 per- 
cent. Then the next year they rose only 20 percent because the 

Chileans were making progress toward balancing the eon — hold- 
ing down credit. These are the same two methods used in counter- 
ing inflation in this country. I would say now that they oe a quali- 
tied success in Chile in their stabilization program. 

Mr. Forp. In other words, in Chile this improvement was based 
on good, sound economic policies rather than on the artificial limita- 
tion on what the currency would be worth. ; 

Ambassador Turken. As I understand it, in the Argentine case 
they said in effect, “No matter what we have done now, even though 
the exchange rate has gone from 18 to the dollar, which it was last 
year, and is 85 now on the free market, we are only going to give 
you the same number of pesos,” so when you turn their contribution 
into dollars, it will drop very seriously, and of course our proportion 
dropped also. Is that responsive to your question, sir 

Mr. Forp. I do not think quite. The improvement in the value of 
the Chilean currency in relationship to dollars was brought about by 
sound economic policy, or better economic policies internally. Is that 
a fair statement / 

Ambassador Turke.. No: I cannot Say that this is the direct cause. 
I do not know enough about this partic ‘ular contribution. Iam quite 
sure about my statements to you In respect to their entire program. 

Mr. Wacner. They adopted a new currency concept. They went 
away from the old peso, and they have adopted a new currency called 
the escudo. 

Ambassador Turret. They dropped three zeros. Up until the be- 
ginning of this year they had the “peso” in Chile and now they have 
dropped three zeros and call it an “escudo.” 


DATE PROGRAM INSTITUTED 


Mr. Conte. Mr. Turkel, the chairman asked you who instituted this 
program. You mentioned it was 70 years old. ‘Then I believe later 
on you said the actual money program was instituted in 1950. Was 
that part of the President Truman’s point 4 program. 

Ambassador Turke.. No; what I said was that the Pan Ameri 
Union started exactly 70 years ago. 

Mr. Conve. It was a social club at that time. 

Ambassador TurKke.. It was something more than that, sir. They 
worked on arbitration, conciliation, boundary disputes. It did not go 
to the fundamentals as they tend to now. Then the next question 
was: Hold old is this program, this technical cooperation program ; 
and that is exactly 10 years old. 
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Mr. Contre. Who instituted it 10 years ago ? 

Ambassador Turke.. The Organization of American States, under 
its then Secretary General, Lleras Camargo, now President of 
Colombia. 

Mr. Contre. Who was the American President or Senator who 
brought this to the attention of the Congress ¢ 

Ambassador Turket. Mr. Truman, who was then President. 

Mr. Conte. Does the U.S.S.R. have any such program now in Latin 
America 4 

Ambassador TurKEL. No; nothing at all that I know of. 


DUPLICATION OF EFFORT BETWEEN PROGRAMS 


Mr. Contr. Do you feel there is any conflict here between the U.S. 
program, the U.S. Technical Assistance Program, and your program 4 

Ambassador Turken. I do not think there is a conflict because they 
tend to work in other fields. They supplement each other. 

There is a good deal of coordination, to be sure, in order that they 
not duplicate. 

Mr. Conve. I have no further questions, Mr. Chairman. 

Mr. Passman. Mr. Turkel, Mr. Wagner, thank you very much. J 
want to say, Mr. Ambassador, that we have had a lot of witnesses 
appear before this committee, and I have never known of any witness 
who tried harder to cooperate than you have, and I think you win the 
prize for being forthright. I am sure I speak for other members of 
the committee when I say we thank you for giving such forthright 
answers to our questions, even though in some instances they did not 
help your justification one bit. I wish we had a lot more people like 
you. 

Our best wishes to you, sir. 

Ambassador Turkes, Thank you, sir. 


Mi 








ler 
of 


ho 


in 


LIST 


Anderson, A. M 
Artwohl, Lt. Col. 
Bell, J. O oat 
Brand, Vance 
Brown, R. R 
Bruskin, T, R_- 
Chapin, W. A_-_-- 

J 

Ste 


Arpod_- 


Chawuer, L. : 
Chris stmas, een see 
Crockett, W. cert edi 
Dillon, Hon. Douglas 
Falk, Elmer 

Farley, P. J 

George, Scott 
Gordon, L. E 
Grady, J. J 


I] 

Hn rb . ‘ 

Herter, Hon. C. A__- 
Hiinderer, H, A eee 
Liowell, O. R 
Jones, Thomas ” — 
Kretzmann, E. M. J 


Kunze, E . ae eas en 


Lawson, G. W___-- pias 
Ludlow, J. M 
MeAllister, C. = aot " 
BCC RIOR WW Re 

VWeCollum, R. S rose Staci 
Mead, Maj. Gen. A. D eiiedenit 

Meek, W. W 
Meem, J. C 
Miller, Brig 


Gen. FB. Pacis 


Murphy, J. E setae 


Norstad, Gen. Lauris__ ~~~ 
Nowell, W. E : 
O'Flaherty, E. W-- 
O'Meara, Maj. Gen. A. P- 
Perry, Sart... =. 
Schneider, E. H ; me , 
Simpson, Lt. Col. R. H_ Laces 
Smith, Adam_- : ia ie 
Storey, W. W 
pimeneem. By Mie ek 
Tennant, EK. F : ares sos 
’WmpMnee 4c. We 
Trent, Bias. Gen... Wa. u2c 
Turkel, Hon. H. 
Vaughn, Jack- 
Wacner, BR. W.§.—---...- 
Walsh, F. J . 
Waren: Gt. Bicsoiwan 
Waugh, S. C-- 
Westfall, Mrs. Vi 
Wilcox, F. O 


rginia 


VF WITNESSES 


100, 157, 249, 481, 534, 571, 
685, 737, 756, 793, 859, 929, 1234. 


BOR 





INDEX 





MUTUAL SECURITY PROGRAM 


(Pp. 100-1300) 


A 

\dministrative expenses of the mutual security program : Page 
ee So is as cea ae aime ee daa in at &35, 838 
OT Ua i ne = 5 as er 
Cost of - as 5 teeta sai taste seekwiess . 671, 901, 929, 1257 
Penmrtment, of Siabeso. i. on we eee : iar S59 
IRR ANN —s 886, 892, 894, 896 
RUDI na ig cesta cael cia niece Sy S69, S76, S891 

Locals employed for program policy guidance and review 
function_____ ye Pa a Nh thes aay 2 ese ee aoe S77 
Increases and decreases requested for 1961___- peictmpasccd mie: Ep ee 
PIPE TN a hes cece xi 5 S76 
Program coordination and presentation __-_ ; ._. 867, S87 
Public information program______________~_- ___. 868, 873, 881 
Refugee and migration program ____- ise haan Sac | IS 
Salary, average- aS se ; S85 
Trade policy staff____ ee : 906 
Or CONOR ce ict a a etter ; S79, S94 
Green sheets ‘ — ST5. S90, 903, 909 
International Cooperation Administration_____ , 930 
Allowances = gi aa 972, 974, 976, 978, 979, 981 


Contractual services, other__- : ss a 
Johns Hopkins and Boston University. (Nee this title.) 
employees. ) 
Employment ; ; 941, 957, 959 
Oversea personnel program 931, 96S 


983 


Reassignment of personnel__ ‘ 970 
Recruitment expenses___--------- Shs sacuefusienenee ee 970 
Positions in Washington, D. C ; 948, 950 
Positions, new requested__-__ 7 sila HH42, 956 
Positions transferred to Inspector General's Office, State 
Department eo , Sie, ' se - 938 


Upper grades ; . ee Q57 
Increases requested for 1961____-___-______- 933, 941 
Intern program 


: aie : _ 980 
Obligations somiioe Dakaore 937, 1009 
Oversea missions________-__--~ ; : : 960 
Iceland I oA i om 965 
Yemen, program in__- : — 1000 
Reimbursement for personnel of other Federal agencies N07 
Rental space s : 972 
Salaries and allowances for personnel in Laos 976 
Salary, average a ed ni et eel ae = : 978 
Training of employees___.__.-_.-_----- 969, 972, 980 
American Management Association______ 986, 995, 998, 1015, 1213 
Contracts with various schools_____~- 1178 
Importance and purpose of___- 1015, 1016, 1017 
Johns Hopkins and Boston University contracts with. (Nee 


this title. ) 


II! 








IV 


Administrative expenses of the mutual security program 
International Cooperation Administration—Continued 
Training of employees—Continued 
Language training 
Vox Institute ces ease ct nd 
List of institutions in program_ 


Persons responsible for executing contracts_ 
Sa a tial ae 
Transfer of funds from Commodity Credit Corporation 
‘Transportation of personal cars 
Percentage of total cost of MSA program 
Africa: 
loevelopment Loan 
Ethiopia : 
Criticism of prog rams in 
Soviet assistance to 


lund program in 


Ghana, development of aid program for_ 
Guinea, program in : Sala 

Morocco, Lower Moulouya i River project 
Soviet ti 


aining of college students 
Special assistance program_— > 
Funds used for technical assistance to 
American Management Association ee __ 986, 995, 
Technical cooperation programs : eee 
American Political Science Association, contract with 
Asians, effect of U.S. action on attitudes of 
Atonis for peace 5 
Contribution to Intern: ition: il Atomic Energy 
Fellowship program of International 
Obligations 
Overappropriation for 1960- 
Research reactor program _- 


Agency 
Atomic Energy Agency 


Request for funds from Deve Jlopmet nt i oan F und 
Scholarship program of International Atomic Energy Agency 
Similar programs for atomic 

Cuba, program for 
Symposia and surveys 


Total funds for training in use of atoms for peace 
Unexpended funds 


Balance of payments, U.S— — ~ S19: 332. 144, 275, 220 


Buy American policy of Development Loan Fund, effect ar: 
Suez Crisis, effect of 
3oston University, 
versity. ) 
Brookings Institute, 
Budget for 1961: 
Budget Bureau action on 
Excessive request alleged_- 
Increases requested_ 
Original figures 
Origin of budget expe nditures. eer 
muy maNCTICAaN DOUCy 2... oe ee 


contract with. (Nee 


C 
Central Treaty Organization 
Public safety programs 
Commitments of President on rec ent « oversea trips 
Communits aggression, action designed to stop 
Comparison of foreign aid with other payments abroad 
Contingeney fund: 
Definition of contingency 
Use made of funds oe ae 
In newly independent countries 
To nullify action of Congress 
Yemen program, use of funds for 


__..... 160, 184, 185, 2 


enerey training... 774, 


“Johns Hopkins and Boston 1 


contract with eeepc ete <a 1154 


Continued 


JOO, 103 > 
999, 1034 

1012 
1013, 1014 


. Loo 
1209 


{)] 


: ott 


Se 169 


170 


ou 


ace 103, 132 


1127, 114s 
~15 
126, 227 


1245, 1248 


998, 1015, 12138 


1245, 1246 


iow TH6 6142 
Tay Nt) 

oo ib» 
io 


os, (00 
dé, css 


TOG 


174, 236 
11%7, 1179 


118, 191, 192 
118, 191, 192 
ann BAD, Aen 
128 
218 


236, 452. o> 


99° 


not 


197 
IS1, 19), 17 
if 


~ 


o7s 
1000 


9238 





1 ye 
Le 


Lye 











Page 
Contracts negotiated by ICA under bilateral technical aid program___ 1175, 1178 
Contracts with institutions, organizations and schools___- ; i 1012 
ORG OE TUENe. DTOSIHINGE. — neces ap eR Ae ao ee wiih Siac Raliasaaics Ree 
Cost of mutual security program________________ aes aso’ 207, 208 
Countries receiving aid___- a atic sa Seta a Uy asc 193 


Countries sensitive to bilateral aid a 1244, 1246, 1279 


D 


Defense support, obligations for i < : 181 
Development assistance, consolidation with special assistance program D69 
Development Loan lFrund_—__- siscsneateiln st ; 2) 
Administrative expenses, limitation on__ “i ___. 266, 386, 405 
Auditing eer : eaters ‘ 504 
Employment ; , ; : O86, 389, 391 
Distribution of personnel ss “ ; 392 
Obligations ie 2 sips pees — ects eects = 388 
Rental of space : ar a ——— alae _.. o39, 390, 391 
Transfer of ICA personnel to DLE rolis 7 ‘ . 390 
Aid to other than democratic countries_____ OI ec ies aenulats 5 467 
\ppropriations to date acne te: si se a eal teas caaaiit Seawater eats 178 
Authorization for__- ‘ ccacgebetes 409 
Biographical sketch of senior officers dt = ; . sai 256 
Budget for 1961 sae acta ae Sao ‘ r ee 250 
Excess of needs___ - waa a 313 
Original heures. - Seca Pee lala ts 314 
Capital, request for additional_____________ . 259, 263, 302, 314, 331, 337 
Delay pending decision on use of local currencies....___--______ 337 
Classification of material_____ eas he ec nats ; a eas 377 
Commitments ; sal - a os a ciate uaeiels SPER: eT 
Communist countries, aid to___- hi ea a al ce a Silke ane pal oe ia 166 


Development and Industrial banks: 
Loans to ; 280, 345, 351, 358 


Relending authority ; _ ete iy ch 463 
Repayment of loans in dollars_______________~_ 368 


Disbursements _ 314 


Dollars returned to United States from lending program - 70, 456 
Duration of program __ Se Sea ee a Bhasin 271, 409 
Employment Pear g eens : 282 


Ex} nnsion of operations 
Export-Import Bank: 
Relationship with 


Submission of loan applications to . 286 
Exports, effect of program on United States_ a 281 
Funds available in 1961 : = : i 335 
Investment incentive project for small loans_______-_- : 361 
Lending institutions__ ee _ 302 

Comparison of . Ps oe 329, 4380, 435 

Guarantee of United States on loans ; 35, 438 

Institutions engaged in oversea financing operations 326, 430 

Institutions to which United States is principal contributor 325 

Number of . 217, 302. 313, 429 

U.S. and international agencies engaged in oversea financing 

operations 17 
Letters of advice y te ea Se 319 
Loans: 

ADONCAMOES. TOP = 22 cies 7 a 268 
Cost of pending adisemeata tee is B15 
Increases in original figures sie sat as 317 
In excess of available funds____--~- ; 316 
Reduction in amount requested__--~- . 316 

Approved loans, summary of___----~- si 3sO 
By category i ee Seen 206 

Cancellation of loan approvals___--~~-- ‘ 322, 323 

Compared with other lending institutions ; ere 106 


Contre »] over 





VI 


Development Loan Fund—Continued 


Loans—Continued Page 
I se es a lay 409 
Denial of loans by other lending institutions before making__-_-_~_~ 258 
Iam PRP’ SUEDE: “<A UN no recite weenie ee 5; 273 
INTO ON pas es a msc le 281, 373, 420, 435, 448, 451 


Sr NT a 7 i i carci ach mena eee an ; 461, 462 
Implementation of loans, time require d for poeta: - 348 
Inadequate planning or evaluation before making 200, 317 





Percentage of loans to India and Pakistan____..-..-_________-- 478 
Political aspects considered_____-__- : cota 299 
CERES ESR EES OS ee ee ee eee en PEN epee SAE nae eRe 465 
Repayment of____ natin cmediibastewaienga castes 268, 3580, 382, 402 
OO Cn <onome-, O10, 312, 334, 382, 400, 427 
In local currency . 309, 334, 382. 427 
Paes anto pevoivinr fund... 408, 450, 451 
Receipts in 1960 . 4) 
Summary of loan balances outstanding : Si cle ; $57 
Summary of receipts__- . echaieme eras $02, 405, 454 
Transferred from ICA a aaah ee alice oa A oe 406 
Use of local currencies- = : 7 _ 311, 405, 404, 407, 428 
Self-contained projects, deviation from 7 2 : 318 
Solicitation by DLF_ a : es ySieas fe 244, 290 
Soundness of- oe ; e ; : sil, 240 
Summary of loan agreements and commitments 33 
Suspension of loans : : O47 
Textile industries, loans to a 161, 463, 464 
To purchase U.S. products : $56, 458, 460 
Types and location of ; 267 
i.5. prices, effect on loans_.................. epee i 465 
Local currencies available for lending Sot 
Morocco, project in ea ae s TOO 
Objectives: of program._............ ; _._ 306, 308 
I tee ae a Sere 314, 321, 322 
Deobligations____- le eto eae a ere aoe See 320, 32 
Unobligated balances_- ae : 315. 319, 322 
Private Enterprise, Office of__ so ee 26 
Public Law 480 funds available, consideration given to 215 
Section 103 of Mutual Security Act of 1960, loans under ots 
Size of future program 
Slowdown of program pending countries developing manufacturing 
techniques en es BOD 
Small business and individuals, loans to : 280 
Support of U.S. foreign policy — : 181] 
Underdeveloped countries, number of 270 
Dollar credits of foreign countries . ren 
Draper Committee recommendations____- as i : 195, 242, 243 
Duration of program..._._.._._.... ae 128 
E 
Economy of United States, impact of foreign aid program on 176 
Employment : 
Auditors, request for additional 1133 
Contract employees : SOO, 901 
Cost of present employme nt, total é 1126 
Detail of personal services__-___- ; Ea ‘ 837, 910, 1047 
Request for______- _..... 837, 875, 890, 903, 909 
Excepted and top er: ades requested in 1961... E 1065 


Inguiry into various positions__ om ae 1048, 1052 
Foreign Service officers________-~ Fe ge a _ 1063 
Labor adviser h a ae Eas ~1 1052 
Tourism coordinator__ Dee to woe ng SI, 


Number of employees ere are . : : 122 

In various pay grades____--__- : aanasnaeteec ta : 1126 

Total employment Mutual Security program 900, 901, 929, 960 
Employment in the United States, effect of program on 120 


Escapee program. (See Migrants, refugees and escapees.) 





Eu 


Go 
Go 





pe) 
53 
2 
27 
=a i 
1 
A? 


ord 
OG 
28 


0. 
76 
39 
AT 
o4 
i) 
OF 
[65 
37 
‘OO 
OS 
SS) 


pepe? 


> 
OH) 
15 


oe 


SOD 
RO) 
1S] 
270 
Ti) 
243 


128 


176 


"oO 
oe 


W)] 

126 
O47 

OOo 
OOD 
052 
063 
OZ 
056 
122 
126 
O60 
120 


Europe: 


Page 
Austria, Soviet reduction of postwar debt_________________-_________ 232 
MIAN COMMNOTIELON CPOQRR on ne ie 117 
Finland. Soviet reduction of postwar debt___-_______________________ 232 
Luxembourg, termination of aid to____ ste a she sis 188 
Netherlands, loans to_____--_- i NL _. 283, 286, 289 
Poland, programs in cape a cs hE or a a 238, 242 
Standard of living in_____~_ sega ie a eats Ba tc es Fl EN ad SAT 112 
Trade with Western Europe i aN a a renee at 220 
Dorney, TORNert 10D 1oGty from - ee cece dweccncumccax Lobe Doe 
Yugoslavia : 
Programs in ee SN te AE Sao « Dat. 2 2 
Biustion in....... # 2 ae Rt OO ee Ss ss Zat 
Expenditures : 
UR? RN eT CO a Se es sists teasiectigantaed Ud ae 
Unexpended balances, consolidation | of ___ sien ‘ Sie eheeees 425 
Export-Import trade of the U.S. (See World m: irkets.. ) 
F 
Far East: 
RIDE RIPPEN GD TOR ORR INT ROUUN Sh a a nunc 12h. 336 
Japan: 
a Sa a ad ae Ae as oe 201 
Srade with. 2.8... BR i a a at 221 
Korea: 
Contract with Brookings Institute_______________ = sac adearrbeipacciea ed 1154 
Maney Bie TUES 1G. oo aSiewecales uinccbgsaiiretis 180 
Laos: 
Military assistance to_ eth ea i been meses 198 
Situation: in. .-.....- ef alcatel chs as nsicrie tae 221 
Philippines : 
Criticism of military aid program_______________.- as 116, 165 
san RN a a ced anaes micah 284, 286, 287 


Taiwan: 


Aircraft and weapons requirements under assistance pro- 


gram a A ae he ea a nt ete, 2 dikes 2 179 

Banks in - es 5 cated Schoo 398 

ROR RENE TINO oes i Seis errant nudiend sun USS, 147 

Development Loan Fund program in 7 ; % 298 

China Development Corp....._................... 346, 355, 356, 363 

SRR OUI GO EOINN RO a ois isin ees eie eases wa speach eo, 344 

Heonomic: copagitiens: iia... 2 on ens pti ‘ eo 417 

TTPigeinen Prove i a eek 414, 416, 425 

Loans and grants to___.__-__- Stacie tea sista nabeacessnctuarte tun iaatceao 417 

Projects in, balances for_____- i Neate sien sitctinacasic Sy Ee 

Projects incorporated into other ‘projects : - r 148 

Prosect. progress: report.._......<..... as 150 

Total aid and lending programs for____-- sicieete 298 

Thailand, meat-processing plant, loan for_________~- : e 215 

Free-world countries, aid given by Bee dt tes oaks ait 109, 199, 200, 222 

Funds available for expenditure in 1960_ : os s _. 423, 424, 857 
G 

Gold reserve of United States ¢ ; 117, 184, 171, 172, 235, 790 

Governmental Affairs Institute, contracts with—___- 1131, 1138, 1267 

NN os ici meas Sos ies arent a siecimeicn LAOS, 2743, 1165; TG, T2086, 1200 

Audit report OR re ew ae ie ied es ‘ : 1194 

Comparison with other bil: iter: 11 tec hnieal aid progr: im contracts 1171, 

1173, 1175 

Criticism of contract_ eerie eeaian sas 1205 

Direct hire versus contract technicians 1206, 1212 

Employees under contract__ ~~ 1148, 1160, 1169, 1172, 1199, 1200 


Previous employment and salaries of 1148, 
1161, 1163, 1169, 1266, 1268 

Expenditures under contract______---~~-- 1211 
Total cost of technicians 1203, 1205, 1212 
Transportation of personal automobiles = 1189, 1190, 1209 
Staff of GAT fhe arena 1142, 1159, 1172 





Vill 


Page 

Grant aid, reduction and elimination of_._.____-__-_--__- piace apaa ta Nati ir 188 

Gross hational product of various countries ce a ata tae 249 
H 

a a 790 

History of foreign-aid program acted a i a ia 115 
I 

Independence of new nations, U.S. attitude toward___ - ee 126 

Lndus Basin development project ; D3, 105, 410, 415, 418, 421, 470 

Industrial plants in foreign countries, U.S. establishment of__- 130, 219, 22) 

Inspector General and Comptroller, Office of ee a a a TUS 

Authority for __ "a niesihod - wg SUD 


Comptroller General of United States, assignment of Inspector Gen- 


Sree POs. TO ce ewe Slee seenana $23 
Employment eet eax ee ee es aca .-_-. 814, 815, 838 
Consultants ae sea ee . z alee rites alae aca S25 
EET ar Rabe gh C0 CL Co | | ee 2 ; SOS 
Oversea _ stafling pia dane bs a al . 824, 826 
Rate of increase in staff__ crete oo Sees . 825. 858 
Representation allowances ee eee ae ee sia aaa? S28 
Total staffing, worldwide cieoe ws eS ee 968 
Establishment of oflice oa ee ee $24, 834 
Expenditures in 1960__- eee estes bse S pies pelt aren Fev ecles ehancacn gaan eas S01 
ea ERR aC aa ae paenamuniie $51, 853, 854 
Expenses charged to program appropriations____ ee T97, S06, 853 
Evaluations Division-________-_ ieee ae oe 796, 811, 812, $21, 838, S47 
Buildup of, rapid__---- er : sae ae ea asleep cceomecice ta S25 
Former ICA employees, disposition of. = edad eg a 833 


Objectives of teams._._...._..== ss Be as a ok Pe 

Procedure in making evaluations__ : imsettndets S31, S40 

Report of evaluation team in Turkey 
Financial Management Division__~_- 


= ‘ SOL 
ee _... $94, 811, 819 


Funds required for 1961___-_____- ee ; SOS, 813 
Accounts charged abt S852 
Investigations Division . a ake 795, 805, 812, S22 
Examples of investigations iad ; ais ss 842 
Investigations started by the Inspector General_ , S46 
Report on findings of 7 s S02, 804, S21, 822, 8354 
Time required to complete an investigation _-_ : S45 
Military assistance program, relationship with SOD, S40 
Procedure in countries receiving assistance_ : S40 
Obligations $14 


Purpose of office : = i TO30 


Reductions in programs S00, 8038 


Release of information to the committee S04, S24, S26 
Reports of evaluation and inspection teams, purpose of gs S34 
Institutions receiving MSP funds a 1012 
International Bank for Reconstruction and Development (World Bank) 416, 419 
International Development Association, establishment of 187, 199, 217, 302, 479 
International Voluntary Services, Ine., contract with ICA OSS 
Investment incentive fund ton eae 202, 361, 399, 448 
Overlapping with other aid programs ‘ 361, 401 
Project for small loans_- 361 
Investment of dollars in American securities by countries receiving aid 902 
a 
Johns Hopkins and Boston University, contracts with_- 984, 1031, 1140, 1227 
Assignment and efficiency ratings of graduates Be nea = 1035, 1041 
Cost of Re eethetnctins, ; ____.. 984, 985, 988, 994, 995, 996, 1015, 1024 
Curriculum_ gras 991, 1023, 1025, 1027, 1042 


Enrollment Bae re eB nnn D0, 994. 1020. 1021. 10831. 1041 





Joh 








ine 


TO 


9 


79 


01 
61 


(2 


97 


41 
24 
42 
41 


IX 


Johns Hopkins and Boston University—Continued Page 
Evaluation of employees participating.__..__.___...___-- 1035, 1039, 10438 
Examinations_ Be acne aia ca cae ras a aes a ine core nat hea dae rece 1021 
General Accounting Offic e report Baa ere ae ch AN a eed 998 
Instructors and lecturers____ 990, 991, 996, 997, 1004, 1013, 1021, 1027, 1232 
AAAI ANS TAUREN No a he ee 985, 994 
Responsibility for development of course___....__._____________ 989, 1231 
Salaries and allowances paid students... =... nk 1038 
Salary tncrenses TGP sehbool stag. =. cs 1022, 1025 


Sessions of classes 


9H) 
o 


1022, 1232 


Lapse of funds osos a ie a ng a a ae 177 
Latin America: 
OVER oe oo ae a sa ore on es 108, 1289, 1294 
Cuba: 
Political situation in a a Ns il 7 106, 107 
Soviet loan to he ee eee 
Technical ee: program in__-_- hee iets .___...... 784, 1294 
Loans to Be a a a ae poe 303, 410 
Military assistance prog a) a ee ee ey Bless 162 
Sugar quotas eer a a aS i aE 233 
Lending institutions. (See De velopment Loan Fund.) 
Local currencies : 
Amount available in 1961, estimated___._._._____- i apt a 203 
Collections, expenditures and balances of__ te ; a 132 
Dollars spent by ICA to purchase, breakdown by countries_ 210 
Generated from Public Law 480: 
Obligations, by country, through fiscal year 1961 sacle scant Si 213 
Obligations in 1959 and 1960_ FT oe OT 
Reimbursement to CCC a Seer dad seca YT 
Limitation on amount used__ es ies aad 208 
Obligations in 1960 Spee aces seas ite oe Bers 207 
Purchased by Foreign Service officers during 1960_ eta a 208 
Purchased by ICA to finance ICA local costs, breakdown by countr ies_ 211 
Purchased by U.S. Government agencies during fiscal year 1959______ 407 
Rena vEsent Dt ORNs Ih. on owe aa He - = 204 
ee SM: OR oe ot) ____. 432, 433 
Total credited to U.S yovernment___ —- St a 407 
Unexpended balances__......_---_- wk ee Ss aie ss 203 
Use of___- a ee a es we ca Re 205, 206, 208, 218 
To offset dollar reductions___ z 213 
M 
Marshall plan, cost and accomplishments of__ s 134, 135 
Migrants, refugees, and escapees________---~_-- . 628 
Adequacy of 1960 funds ein ti a . 645 
Consolidation of programs fev te aes ad abies 650 
ERSCONTIDHANCE GL PPORTAMG....: eae ; 656 
pUNCn Mee Nrogram, Wits = een eee nces ot _____ 630, 631, 667 
Number of escapees casts eeu’: - . ‘ - 672 
Obliglations_____ ete eb et 670 
Expenditures for food_______ ad = wea eeeOaD 
Intergovernmental Committee for E rope: in Migr: ition Seaeoomes 644 
Contributions to Beran Sot i : J 649, 653 
Migrants, total number ess De ett oy, SD asia 650 
Number of people resettled since 1 M45 ns ae ee a Sa 682 
Obligations Sree eee een a bie) 643 
Refugee programs: 
Gontingonucy funds used... 262525 hee. < 679, 680 
Expenditures by United States 1956-60 : 685 
Expenditures for food — . 634, 635 
From East to West Germany atts 654 
International Refugee Organization____ ~~ 651 
Public Law 480 assistance to ‘ 634 





Mig 


Near 


Nort 


X 


rants, refugees, and escapees—Continued 
Refugee programs—Continued Page 
United Nations High Commissioner for Refugees ‘ 632, 654 
\lgerian refugee program 640, 643, 6FH4. 663 
Contributions of United States = 5 bo, 660, G66 
Contributions of various countries Zo 66 
Hlong Kong refugee program 680, 681 
Housing program : 637 
Hungarian refugee program = s 681 
Number and cost of refugees receiving assistance ; 662, 663 
U.S. contribution to 680 
World Refugee Year 630, 633, 638, 642, 673 
Coutingency funds used O7Ty 
( ee n of United States O76 
Public Law 480 aid : O76 
Use of 15S funds - O77 
Use of funds for other purposes G50, 641 
tary assistance program : 
Authorization, 2-vear 17 
Commitments for 135 
Commitments to furnish assistance to countries no longer needing 
assistance 165 
Comptroller General’s report criticizing 166 
Cost of equipment furnished, basis fou 259 
Draper Committee recommendations 2h2, ato 
General Accounting Office charge of excessive aid to NATO countries 245 
Inclusion in Defense Department budget 242 
Leadtime 17S 
Level of program 19M) 
Local currency generated by 131 
Overpurchasing in 240, 247 
Pipeline : 116, 177 
Programing, improvement in 16 
Reduction in program 246 
Sales of military equipment 164. 431, 449 
Surplus military equipment, use of 177 
Yugoslavia, discontinuance of aid to 16 
N 
Fast-South Asia: 
ghanistan, Soviet aid to r 7 231 
Egypt, technical cooperation program in TS6 
India: 
Annual repayment on loans___- 336 
Applications for loans from 294 
Attitude of Indians toward communism are ; " 105 
Border disputes with Pakistan, settlement of 105 
Industrial and development banks in Be 276 
Principal and interest payments on loans approved B36 
Soviet assistance in, compared with United States _~ 306, 307, 508 
Steel plant in, Russian 3 : 305, 307, 426 
Survey for future development projects in 275, 289, 294, 295 
Iran, contract with Governmental Affairs Institute. (See Govern- 
mental Affairs Institute.) 
Israel, business school in 1033 
Pakistan: 
Development Bank established in, loan for___- 349, 364, 370 
Disposition of rupees generated from repayment of loans__ 368, 369 
Irrigation project in ee 115) 
Local currency generated from all sources ss 369 
United Arab Republic, atomic project in____--~-~- Sa 789 
h Atlantic Treaty Organization a =e , 181 
Adequacy of defense system : sae anaes pares 528 
Allocation of funds to member nations D2] 
Bilateral arrangements with non-NATO countries_ 495 


Combat forces and effectiveness 188. 506, 510 


> 








Nor 





XI 


North Atlantic Treaty Organization—Continued Page 
Page Comparison of funds for 1959 and 1960______________. sili naee pion eins 512 
654 Contripmtione:- 10 a miatieiehe seas Seckinss SY eee ee 
O63 Countries able to finance own defense requirements wikia aa 191 
666 Cost-sharing programs with member nations we Se 196, 500 
O62 Draper Committee recommendations— ‘ reat oe Oa 
6S] Duteh, support of : 526 
6357 Excess equipment_____~_ DOT 
6S] German bases outside Germany 528 
605 linportance of supporting—_ ate es te ariice “a wesc O14 
680 Manned aircraft—- : Jee 529 
673 Manpower requirements : 520 
OTs MAAG chiefs, recommendations of nOY 
G76 Military assistance program, contribution to military strength O11 
676 Military equipment ready for use_________-__- DO4 
Or7 Missile gap__----- eos 2 ; 525 
641 National defense e xpenditures s of me mber . countries 183, 499, 502, 
522, 524 
197 Compared with MAP programs __-_ 508 
130 Nuclear force : . : a »19 
‘ Procurement in excess of requirements 504 
165 Reduction in level of requirements_ $88, 517 
1ti6 Russia, modernization of forces 518 
2) Science program 2 : 189, 534 
a4 Administration of program -_ d41, 544 
= 4.) Advanced institutes project - ve 
~42 Allocation of 1959 funds 46 
17s Apprepriations heretofore 5388, 567 
165 Use of 46, 555 
#1 Authorization for ; 549, 560 
24% Consolidation of program with military budget ye 
177 Contributions to 42. 543. 555. 563 
196 Winited States 540, 543, 553, 568, 564 
~46 Direct appropriation for 537, 568 
149 liscontinuance of program : fneie 549 
i IXmployment SS 
166 Lack of information available to the committee 51, 558, 559, 566 
Origin of program DAS 
Overlapping with other programs 540, 561, 568 
291 International science programs in which United States par - 
eae ticipates ; 88, 562 
(S6 Purpose of program , 40, 56O 
DOR Support of NATO in Europe : 518 
004 Surplus equipment furnished member n: \tions Ae 
apts Total program for 1961 pias les acca . } ol] 
105 Withdrawal of forces from ees ‘ a ae : 524 
105 
276 O 
36 ae 
208 Obligations and unobligated balances 857 
126 Ocean Freight Charges (voluntary foreign aid) io 
95 Administrative costs ; 740, TAS 
Freight rates Toad 
O}ligations 748 
)22 Public Law 480 donations 739, 740 
Reduction in supplies shipped TH 
70 otal relief exports of voluntary agencies TAT 
9 Organization of American States, technical cooperation program of 1273 
113 Argentina 1298 
a9 Bolivia 1289, 1294 
"ag (hile 1298 
1 (‘ontributions to 1281, 1284, 1287, 1292, 1295 
og } United States 1284, 1292, 1296 
24 Cost of program 1282 
95 (‘nba 1294 
10 Rinploy ment 1293 
Obligations and expenditures 1280, 1283, 1292, 1293, 1296 





( 


( 
( 


Palestine refugees program 


XII 


rganization of American States—Continued 
Overlapping of technical aid programs_- 
Personnel costs 
Reduction in request 


Irganization for European Economic Cooperation 
bverextension of mutual security program 


Pp 


Administrative costs 
Mmployment 

Arab refugees 

Compensation of refugees 


Cost of Arab refugee property_- oe Sea tarme 
Contribution of the United States to cost of program 

Commodities rather than dollars 
Contributions of other countries 
Cost per day per retugee_— 
Creation of problem 
Denial of funds, effect of 
Employment of refugees 
expenses, major items of 
Food purchases ; 
Limitation on funds for reparation or resettlement 
Number of refugees z 
Public Law 480 commodities, use of 


Purposes for which contributions are used _- 
Resettlement of refugees 
Return to Israel 

Schools 


Solution to problem, progress in- d74, 578, 


1285, 1290, 


av 


noe. HOT, 


Law 


te, 


Page 

300 
1284 
1201 


“ep 


bos] 


D7] 
21 
Ovo 


ie 


DSO, OS1, 583, 599, G04 


ot 


Ps 


aSane 592, 


_ 605, 6OG, 613, 


DN 


603 
oh 
O25 
. 601 
610 
DSO 


ny, 604, 611 


Dv4, GOV 


D3. 


574, 576 


President’s Asian fund for economic development, balance in 
Public debt of the United States 


Public debts of countries of the world - 
Public Law 480. (See a/so individual programs. ) 


Receipts, Federal gross budget, 1946 
Receipts from the public, 1947-60 

Red China, British trade with------- 
Reductions in appropriation requests__- 


Effect on U.S. export level___- 
Transportation costs_- 

R 
59 


Effect on military posture___- 


Reimbursement for personnel of other Federal agencies 
Representation and entertainment allowances 


RN NRN 


Ss 
accio, trip by Mr. Leonard 
anitation projects__- ee ay seca 
ecretary of State, statement of 
ize of future program_-_-_-_- 
soviet Union: 
Aid to newly independent countries 
Aid extended by Sino-Soviet bloe ; 
Comparison of United States and Soviet aid programs 
Repayment policies Sea de 
Credits and grants extended by 
Pattern of aid extended by 
Repayment of loans in dollars 
Standard of living in 
Terms of aid agreements s 
Western Hemisphere, increase in activities in 


yt 


ss. 


OLD. 


sy 


5S] 


GODS, 


DS3, 602, 609, 612, 


__----. 114, 118, 176, 177, 179, 243, 


O11 
O25 
622 


OLY 





136 
100 


ISG 


B30 
122 
231 
907 
239 


yo 
—? de? 


111 


1") 


108 





Spec 


Subs 
lic 


Tec 


Ter! 
Ter 
Tra 
Tra 
Tra 


Um 
Une 
Une 
Uni 




















OH 
OO 
St) 


3) 


Special assistance program : Page 
Aid: TO American: SENOOIS SDrONG..... 1048, 1050 
Funds used for, total_____ a 183 
a as 190 

Subscriptions and membership arrangements in org zanizations and pub- 

aca ca a ch ea Lis sd bins wicca Co Rae 

Suspension of foreign aid program for 1 year____-_--__~~ laciqunenabtiaaiinuatid 110 

= 

Technical cooperation program : 

American Political Science Association, contract with -______________ 1221 
Aosintance TO the Minte or ATEanens. es 775 
Subscriptions and membership arrangements in organizations and 
publications... _~ ae ee ee ge 1221, 1224 
Lm hnical assistance study group ee eee . sccsicskedacesacs: TERN 
rechnicians sent abroad, total cost of_._________ 1208, L: 205, 1212, 1259, 1260 
Training of foreign students in United States__._._._..._......_______ 227 

MUIR ENE OUR a NN a iss teins ae cs peti ap tanie eRe ae 128 

Termination of aid to countr a giving aid to other countries. Dena aaa 201 

Trade restrichons against U.S. products... . eee 458 

Training of employees. (See Administrative expenses. ) 

‘a TRTIGDOTURAION Or DCTRORAL COTS... qo oe i ence 1189, 1190, 1209 

U 

Underdeveloped countries, number of...............................- os 406 

Under Secretary of State, statement of -__.._..__.__-___________- ae 157 

IUCR 1 NE Ro acne sine orate doen ence seas ier 857 

United Nations Children’s Fund_._.____..___.___..__- bia cpectaealedebeamnrgiaoanna 685 
SII NT a col eterna 707, 719 
ABPPOnrintiOns 00" GRte. . 6c oe en eee sas aa a he cotta nee 699 
sun REG AEST) SCO esa ieeccaieennerne ae 736 
Continuation: of projects iy countries... 5.625 ..225 uc G23 
ClOCr IG tn eee ean 690, 702, 719, 724, 733, 734 

In kind I alae elite aS a a ees etre 692 
MUR e nN a ow St 691, 693, 700, 701, 734 

Ir CNN I ee aru ioemre 692, 723, 732, 733 

Public Law 480 contributions_________________ 691, 693, 700, 727 
MATRA CON NOES CO ecto cess eerie tmp ep eos 416, T22 

CRATER PIO PO a ai oo ret ees ._ 698, 708, 709 
Duplication in bilateral programs and United Nations program ___-___ 728 
INN scopes es oc apo espace sp ple 702, 731 
I, SN a ca peepee eee T7038 
Expenditures of UNICEF and ICA, by countries__._._--_--___-__--_- 728 
BOTA TtR OFROICATION DIOCTAIMS. oN en een wees 709, 720 
Maternal and child welfare centers... .......-.......... ue 695 
ON a as ages es crac nites Rime vicina eine 699 
ae ER OR PIOON nn 5 ir cn lees 735 
Programs ausisted and terminated... ne 715 
Representation allowance and travel._.................._.........- 707 


United Nations expanded technical assistance program and special fund_. 1234 


Administration and operational service costs______-____-_-__-_--__-_- 1256 
Anmionment of Boviet Geld: experts...... 1... seen nec nn wane 125 : 
isa een: A I a Sate arte ets mm nemo sida, vo 
Contributions of other countries... 2... 1240, 1250, 12 
Contribution of the United States_._....._..__________. 1235, 1242, 1249, 1262 
Committee recommendations last year_________________-_-__ 1242, 1249 
Countries sensitive to bilateral aid-___....__.__..____~__- 1244, 1246, 1279 
Expenditures ss a ecionens aieraa ais 7 asia * 
List of countries and amounts allocated for tec hnical assists ince___. 1246 
Loans, surveys leading to 3 1263 
Overlapping and duplicating with other aid programs___-__---~ 1252, 1254 
Separation of technical assistance fund and special fund 1251, 


1261, 1264, 1265 
Technicians, number end cost of ni anaes gota ana caine ee _ 1260, 1261 
United Nations salary and allowance system 7 1269 
Use of other mutual security program funds___--_-~_~-- 236 





NIV 


United Nations Relief and Works Agency for Palestine Refugees. (See 


Palestine refugees program.) Page 
United Nations salary and allowance system_______--§_____ a 1269 
\ 

Vox Institute__. 5 ieee repeats: de sere 999, 1034 
W 
World conference of legal authorities, ICA funds used for GS6 
World Court er oa ? 6S6 
World markets, U.S. loss of Re i324, 1220. 

129, 171, 219, 454,. 455,. 457, 467 
Bill to facilitate export of private capital ‘ 174 
Eexport-import ratio of United States 12, 173 
Foreign goods penetrating U.S. markets GSD 
Impact of foreign aid on foreign trade deficit 235 
Restrictions on U.S. imports diay be 
World Refugee Year. (Sec Migrants, refugees, and escapees. ) 
RELATED AGENCIES 
(Pp. 1-99) 
Export-Import Bank of Washington 
Administrative expenses, limitation on 1. lo 
Argentina, loan to BO 
Employment t) 
Financial statements__ 20) 
Lending operations : 
China loans 27, 28. 30 
Credits authorized, 1934 to 1959 13 
Cuban loans 4S 
Delinquent loans ety ol 
Development Loan Fund : 
Countries having both Eximbank and DLF loans m1 
Philippines, extending of credit to oe 
Relationship with OW) 
Foreign currency loan program from Public Law 480 7, 9 
Amount of foreign currency available ; 19, 13, 48 
Cost of administering ; eo 1h 
Repayment of loans Spend aoe i 9, 49 
Statement of loans and credits authorized ea sig seas poe acc ey 
Status of funds_- ice cey eet sions eating Grrr a Se oe, oo 
Transfer of foreign currency to International Development Asso- 
ciation____ s sc la 12 
Use of foreign currency____......_..-. ahs ina acre a ; 23, 12 
Guarantees, issuance of___ nate atid cass aca need Gy Ry St 
Indus Basin development project. _______- ia aes 53 
Interest rates ; es 10, 2S 
Level of_..... a a ae ccicet cam ‘ pistes 6 
NN ne ae ace ale Elec 27 
Summary of loans_____- sy Sid dacmapiedRebeaine ‘i ai = 25 
IS Rg a cic tig cat Seek 47 
Uneollectible loans_ a rr I a fecatiek ec St A aha at a Beat a 28 
SN Ns a a 2 
Profit and dividends paid to the U.S. Treasury_________~_ eee el a 
U.S. and international agencies engaged in oversea financing operations 17 








Adm 
Cons 
kinp 
Exel 


Fore 
Haw 
Heal 
Hos] 
Oblij 
Publ 
Rece 
Rept 
Retu 
Roar 
Sup] 


Teeh 





XV 


Ryukyu Islands, Army 


re 





8 Page 
bY Administration ‘ ; = 56, SD 
Construction of USCAR facilities ceo — 90 
kinployment___—- ss . Be eer ae! sides toe 86, 95 
34 Exchange of persons program ___- saa yee Sacto wets 69 
College student program_- ie wend canteacees sete eeree rae 76 
International farm youth exchange______ oes : 74 
Foreign aid program, total cost of__ xt peer rcias ek eeaeere 98 
Sb Hawk missile sites_ Ne ke ee Fhe Oa GF en ee &3 
NG Health center construction... =... ..- eae ss steneetas Se 
), BRE GON ae Sn eer eee 60 
bi Obligations poate: j sealetbcnsinncce vickecenindinmauneis 94 
Public information program _ See en , simian ee nimcet CORE 
Receipts and expenditures and balances available eee hes 94 
Representation allowance a ec didi carey Soa Ng Se thea cl coi ga ln acess os a . 60 
Return of islands to Japan. ics os essences toes ane e = : 96 
Road construction_-_ 4 aetna > ce eee 68 
Support of Government services and projects_______-__- pieicias ermal at 63 
Technical cooperation ec ae oe ee a a ar 78 
Agricultural and forestry advisory missions______________ = 79 
Expansion of haat ot ele irae snicecaa ca = trace doeiah acta eaareied Pec et sistaunnts oss ee $4 
Michigan State University Advisory Mission to the University of the 
Ryukyus____- : i ; : tae 7s 
Physicians and dentists, training of -_-_______ =< 93 
17 Shipment of household goods___—- = ed aN es raat wma 92 
.? 
oe 
t 
4) 
30 
5 
4X 
>1 
oe 
ot 
9 
+s 
15 
49 
34 
30 
12 
12 
7 | 
Do 
2S 
6 
27 
2) 
47 
98 
“9 
54 
17 





